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Sustainability Review 2024

Foreword by Mark Versey,

Chief Executive Officer

“ At Aviva Investors,

our view is clear
that a sustainability
lens provides key
insights into both
financial risks and
opportunities across

public and private

market investing.”

The sustainable investing market environment
is evolving rapidly and, in some cases, becoming
increasingly polarised. Against that backdrop,
it is particularly important for asset managers
to articulate, respectfully, why we believe our
approach is in the best long-term interests

of our clients.

At Aviva Investors, our view is clear that a sustainability lens
provides key insights into both financial risks and opportunities
across public and private market investing; that sustainability
megatrends will shape the long-term stability and health

of capital markets, economies, and wider society; and that
we have a responsibility to use our influence to help catalyse
the transition to a more sustainable and low-carbon future.
While the investment community has an important role in
building that future, we also recognise that we are only one
stakeholder in an integrated and complex network, made up
of companies, industries, supply chains, civil society, national
governments, regulators, and multilateral institutions.

That is why at Aviva Investors, we have developed a strategic
approach to ‘holistic stewardship’ where we have designed

and executed an interconnected set of engagement programmes,
seeking to influence system-wide change. In this report

we showcase several examples of our approach, including

our long-standing dialogue with national governments, the
convening of sector specific value-chain roundtables, as well
as our leadership in establishing collaborative investor initiatives
to address industry level sustainability risks.

Beyond our efforts to support system level change, the report
also details our bespoke approach to integrating sustainability
risks and opportunities in how we manage our underlying assets,
with the primary objective of delivering enhanced long-term
risk-adjusted returns. Ultimately, aiming to deliver the best
investment outcomes for our clients is why we exist as

a business, and serves as the foundation of our stewardship
activities, directing how we exercise our voting rights and

our interactions with investee companies and borrowers.

Over time we will continually seek to refine and strengthen
our approach to stewardship, investment integration, and
management of sustainability solutions; guided by a laser
focus on long-term value creation and the delivery of our
clients’ sustainability objectives.

Mark Versey

Chief Executive Officer, Aviva Investors
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Actions to
unlock value

We believe that material ESG insights can have

a fundamental impact on clients’ investment returns
and outcomes. This is why our 40+ strong Sustainable
Investing team is committed to working with key
stakeholders from across the business, leveraging
the breadth and depth of their knowledge to enhance
processes and seek to deliver on investors’ increasingly
nuanced sustainability goals.

As an asset manager with scale and global reach, we use
engagement, voting and investment decisions to support
the transition to a sustainable future. We also engage with
stakeholders at multiple levels in the financial system,
including with policymakers and regulators, to unlock
long-term value for investors - an approach we call
‘holistic stewardship’.

Solutions that
start with you

We understand that investors’ sustainability preferences
will differ significantly dependent upon sustainability
commitments, regulatory backdrop, and other
stakeholder expectations. It is a fundamental part of our
sustainability approach to work in partnership with
investors to identify and shape solutions to meet their
evolving needs.

It is through understanding our clients’ priorities and
continuous ideas exchange with stakeholders across the
financial system that we can take a deliberate and
meaningful approach to how we allocate capital and
steward investments.

Experience
and integrity

Our long-standing heritage means that we are well
placed to meet the challenges of today’s investor and
their future needs. We seek to take the learnings we
have been gathering over the past three decades and
apply them to today’s sustainability challenges.

Furthermore, being part of a parent company that has
existed for over three hundred years, we recognise the
importance of continuous learning and adapting to
change. Of course we don’t have all the answers today,
but we will not sit still either. We are committed to acting
in partnership with clients and other actors across the
financial system to take deliberate and meaningful action
to support the delivery of long-term risk-adjusted
returns for investors aligned to their preferences.
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Sustainability Review 2024
1.1: 2024 stewardship highlights

2024 stewardship highlights

1,166 67,334

Total engagements with companies and Total number of votes on resolutions
sovereign issuers at 6,354 shareholder meetings

922 20 per cent Engagement outcomes

Substantive company engagements Votes against management resolutions 17

40 49 per cent

Meetings with the UK Government to discuss
Votes in favour of climate, nature and people low-carbon policy development to improve
Substantive sovereign engagements shareholder resolutions investment conditions

Definitions

« Company engagements are defined as interactions with corporate entities on sustainability and governance issues in interactions led by the public markets Sustainable Investing team.
Interactions led by investment teams are not reported here, however they may have participated in Sustainable Investing team-led engagements.

« Sovereign engagements are defined as interactions conducted by the ESG Sovereign team with countries and multilateral institutions e.g. the International Monetary Fund.

* ‘Substantive’ engagements with companies or sovereign issuers are defined as targeted and tailored interactions including bilateral meetings, correspondence, group meetings
and consultation responses.

« Examples of shareholder resolution topics we voted on in 2024 include entities publishing their climate plans or disclosures (climate), child labour and diversity (people), and supply
chain risk management and reporting on plastic packaging (nature). For more information on how we vote on resolutions, please see our Global Voting Policy.

« Engagement outcomes are changes in the behaviour of an entity that are in line with one of our prior engagement asks.

« Our meetings with the UK Government following the publication of Aviva Investors’ ‘Low Carbon Investment Policy Roadmap’ included meetings with a range of departments including
HM Treasury, the Department for Energy Security and Net Zero, the Department for the Environment, Food, and Rural Affairs, and the Department for Business and Trade.



https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
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2024 private markets highlights

Foreword

1,500

Approach

1.

. Integration

. Providers

., Governance

. Appendix

Highlights

. Strategy

Homes built or in pipeline designed to be fully
electric’, making use of air-source heat pump
systems instead of traditional gas boilers

. Holistic stewardship

£O0OM’

. Afterword

towards Zenobe's 4,000 EV target

Electric commercial vehicles on the road by end 2026,
targeted by Zenobe

We completed £65m of new debt financing in 2024
to support their growth

1st

‘Sustainable Financing Deal

of the Year - Europe’

category at the Real Estate Capital Awards for our
£57 m transition loan to Urban Logistics REIT plc

AA rating

EPC rating of our 1,048 build-to-rent homes built
or in pipeline in Spain, with a 10-20% energy
performance improvement on local regulations
due to our energy performance targets

The specific assets identified above will typically not be held in all of our private markets strategies.

' Homes heated by air source heat pumps in our build to rent pipeline.

2 The £65m we provided alone is not expected to cover the full 4,000 vehicles. Zenobe is also supported by other investors.

8 Qualifying for Octopus’ Zero Bills tariff, available for five years.

4 Swiss company who mineralise CO2 (carbon dioxide) in recycled concrete aggregate.

Zero energy bills

We're funding the development of 48 new homes
with solar panels and battery storage, meaning
customers could benefit for five years?

£30m

Indirect investment into cutting edge climate
technologies including Neustark AG*

135

New bi-mode and electric trains financed for
the UK West Coast Mainline’s AT300 fleet




FANVAAV/AY Sustainability Review 2024

: : limat
INVESTORS 1.3: Flagship case studies Engagement Climate

CASE STUDY Issue This included engaging with sovereign representatives at
The Paris Agreement requires signatories to develop Nationally COP29, the IMF and World Bank annual meetings, and through
Foreword Determined Contributions (NDCs) which outline how each participating as a lead investor in the UNPRI co-ordinated

o ( J
E :ngaglng \N} lth country will reduce emissions and build resilience. Governments Collaborative Sovereign Engagement on Climate Change.

submit new, more ambitious NDCs every five years and the next

Approach ° We also engaged with international institutions such as the G20,
iterations are due in 2025. - : - : -
pOllC 5] l I l akers O l l OECD, and Coalltlo.n of Flnanc?e Mlnlsters for Cllmz.ate ,.A\Ctlon,
o . . The first Paris Agreement stocktake took place in 2023 and and helped shape industry thinking through contributions to
1. Highlights > Credlble natlonal concluded that the world is not yet on track, presenting material influential reports and high-profile speaking opportunities.®’
long-term investment risks. At the same time, many governments Outcome

are facing elevated debt levels hindering their ability to take more

[
2. Strategy l t 1 Our dialogues with more than 15 countries, including the US,
C lma e p anS direct action. Consequently, there is a growing need for NDCs & .

. ) i ) . UK, Brazil and Mexico, enabled us to add our perspective to the
to attract increasing levels of private capital to help underpin . : : .
. i L policymaking process and gather valuable investment insights.
3. Integration ratcheted climate ambitions.

Our engagement with institutions and the wider industry also

AUOEERETIE YRR AT S U0 contributed to investor views on NDCs and national transition

4. Holistic stewardship NDC.s.that coulc! catalyse private |.nve.stment, !ncludmg settl.ng sl s S aresnt: frae fen diremEn e veer
ambitious headline targets alongside information on the actions
governments will take to deliver them such as sector level We were pleased to see the UAE and Brazil submit their NDCs
5. Providers pathways, indicative policies and associated investment plans. in November and include new emission reduction targets

alongside additional detail on the sectoral transformations that
would underpin delivery. The UK also announced a new
ambitious emission reduction target while the G20 ministers
committed to national transition planning to underpin NDCs.

These features would also enable NDCs to act as a step towards
6. Afterword detailed national transition plans which we consider to be
essential to support the long-term viability of

corporate transition plans.®
7. Governance

Action

Our starting point was to communicate our NDC priorities by
sending tailored letters to finance ministers from over 50
countries where we are materially invested. We then sought to
establish a dialogue with policymakers through proactive bilateral
outreach, collaborative initiatives, and participation at events.

8. Appendix

5 The tipping point for climate finance - Aviva Investors

6 CETEX, Taking the Lead on Climate Action and Sustainable
Development, September 2024

7 TIGCC, Making NDCs Investable - the Investor Perspective, June 2024


https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2023/11/tipping-points/
https://cetex.org/publications/taking-the-lead-on-climate-action-and-sustainable-development/
https://cetex.org/publications/taking-the-lead-on-climate-action-and-sustainable-development/
https://www.iigcc.org/resources/making-ndcs-investable-the-investor-perspective
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CASE STUDY Issue

To keep the UK on track for net-zero emissions, the
Government's Green Finance Strategy estimates that 'through

®
BOOStlng the late 2020s and 2030s, an additional £50-60 billion capital

investment will be required each year'8. For investors to take

].OW- C arb On up this challenge, market conditions need to be such that
low-carbon investments and projects can provide an appropriate
level of risk-adjusted returns. To commit capital at scale,

®
lnveStment investors also need to be able to identify a visible pipeline of

commercially viable assets they can invest in. Getting the public

@
ln the UK' policy framework right across each key sector of the economy
@

is, in turn, an important part of creating the right market

ﬁ pOlicy conditions for low-carbon investment.

Action

rOadmap Recognising the importance of public policies in creating an

attractive environment for low-carbon investment, we published
our Low-Carbon Investment Policy Roadmap in July 2024.

The roadmap sets out key challenges slowing private sector
investment in low-carbon infrastructure and businesses across
eight key economic sectors, and identifies some of the most
material public policy solutions to overcome these challenges.

We also responded to some of the most investment relevant
public policy consultations, such as on the National Planning
Policy Framework, the UK’s new industrial strategy, and the

Review of the Electricity Market Arrangements (REMA) - one
of the biggest reviews of electricity market rules in a decade.

8 HM Government, “Mobilising green investment: 2023 Green Finance
Strategy”, GOV.UK, March 2023

9 Department for Energy Security and Net Zero (2024), ‘Help to save
households money and deliver cleaner heat to homes’

Outcome

We have significantly increased our constructive
engagements with the UK government on low-carbon policy.
This included 17 meetings with a range of departments
following the publication of the roadmap, including HM
Treasury, the Department for Energy Security and Net Zero,
the Department for the Environment, Food, and Rural Affairs,
and the Department for Business and Trade.

We welcome action that the government has taken which
address several of the key recommendations in our roadmap.
These include:

« Power sector: improvements to the strike prices and
annual auction pot size to unlock greater investment in
renewable energy projects, such as offshore wind.

« Buildings: introducing standards to improve the energy
efficiency of rented homes, growing the heat pump grant
budget, and introducing incentives to grow the supply of
heat pumps on the market®

« Public investment: committing public investment
towards complex low-carbon projects, including the
£21.7bn awarded for low-carbon hydrogen and carbon
capture infrastructure in two industrial clusters and
earmarking £5.8bn in the National Wealth Fund budget to
address investment barriers in areas such as green steel,
gigafactories and port infrastructure.



https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/07/boosting-low-carbon-investment-in-the-uk/
https://assets.publishing.service.gov.uk/media/643583fb877741001368d815/mobilising-green-investment-2023-green-finance-strategy.pdf

https://assets.publishing.service.gov.uk/media/643583fb877741001368d815/mobilising-green-investment-2023-green-finance-strategy.pdf

https://www.gov.uk/government/news/help-to-save-households-money-and-deliver-cleaner-heat-to-homes
https://www.gov.uk/government/news/help-to-save-households-money-and-deliver-cleaner-heat-to-homes
https://www.gov.uk/government/news/government-reignites-industrial-heartlands-10-days-out-from-the-international-investment-summit
https://www.gov.uk/government/news/government-reignites-industrial-heartlands-10-days-out-from-the-international-investment-summit
https://www.gov.uk/government/news/government-reignites-industrial-heartlands-10-days-out-from-the-international-investment-summit
https://www.gov.uk/government/news/government-reignites-industrial-heartlands-10-days-out-from-the-international-investment-summit
https://www.gov.uk/government/publications/national-wealth-fund-mobilising-private-investment
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Mobilising
value chains
to unlock

decarbonisation
opportunities

Issue

Achieving net zero emissions requires the collective unlocking
of entire economies. Hard-to-abate sectors such as transport
and buildings are substantial drivers of fossil fuel demand,
accounting for approximately one third of total CO2ze (carbon
dioxide equivalent) emissions (see Figure 1), and rely on
interconnected networks of manufacturers, suppliers,
regulators, and end users. Without collaboration across
these value chains, systemic barriers - such as supply chain
inefficiencies, technological bottlenecks, and fragmented
regulations - will prevent progress at the pace and scale
required to meet global climate targets.

To address these challenges, Aviva Investors has prioritised
value chain mobilisation as part of our holistic stewardship
approach, recognising the importance of aligning stakeholders
across industries to accelerate decarbonisation efforts.

Figure 1: Global COze emissions breakdown

y

8 Buildings
Buildings (indirect)
. Transport
Transport (indirect)
Agriculture, forestry and other land use

. Industry
Industry (indirect)

@ Otherenergy

Other energy (indirect)

Source: IPCC, 202210

6%
10.79%
15%
0.37%
22%
24%
9.89%
10%
1.96%

0 Dhakal, Shobhakar. Et. al., “Emissions trends and drivers”, in “Climate change 2022: Mitigation of climate change. Contribution of working group III to
the sixth assessment report of the Intergovernmental Panel on Climate Change,” IPCC, Cambridge University Press, 2022.


https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/11/decarbonisation/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/11/decarbonisation/
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Mobilising
value chains
to unlock

decarbonisation
opportunities

Action

Since 2023 (Annual Sustainability Review 2023, sections 1.1
and 4.6), we have initiated roundtables to mobilise entire value
chains within key demand side sectors poised for significant
climate change mitigation. These initiatives have brought
together industry leaders, policymakers, and investors to
tackle systemic barriers such as regulatory uncertainty,
infrastructure bottlenecks, and financing gaps. Discussions
explored sector specific solutions such as scaling EV charging
infrastructure, addressing grid constraints, and incentivising
energy efficiency retrofits.

Our three main objectives have been to:

1. Promote collaboration between policymakers,
investors, and corporates to identify and overcome
shared barriers.

2. Drive innovation and investment in technologies and
business models essential to decarbonisation such as
renewable energy, energy efficiency, and electrification.

3. Advocate for supportive policy frameworks to enable
large scale and sustained progress across value chains.

Outcome

Some of the key cross cutting themes that have emerged
from the discussions to date relate to financial barriers for
companies and consumers, consumer sentiment and
hesitancy to adopt low-carbon measures, the lack of ready
infrastructure, regulatory and investment uncertainty,

the need for workforce development, and challenges in
supply chain development.

These insights have directly shaped our investment strategies,
engagement priorities, and public policy advocacy.


https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-5ce6a6bb-9df1-487e-a760-3ad2aedbe733_2
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Engaging with
manufacturers

of hazardous
chemicals

Issue

The mismanagement of hazardous chemicals can pose a
significant risk to producers and users of industrial chemicals
with the potential to directly impact near-term valuations.
This issue was brought starkly to investors’ attention with
3M’s $10.3bn settlement with US public water suppliers as
reparation for historic contamination of water supplies.

Action

Aviva Investors has led a multi-year collaborative engagement
initiative in this area - creating and chairing the Investor
Initiative on Hazardous Chemicals (IIHC), representing more
than 70 investors globally. The IIHC aims to reduce the adverse
impacts of hazardous chemicals and thereby its members’
exposure to the financial risks to which they are linked.

In November 2024 we sent a fourth annual letter to 51
manufacturers of hazardous chemicals on behalf of the
IIHC to encourage them to:

« Increase transparency by publishing the names and
volumes of hazardous chemicals manufactured globally.

« Publish a time bound phase out plan of persistent
chemicals (per- and polyfluoroalkyl substances (PFAS))
from production.

« Develop safer alternatives for hazardous chemicals.

We have held annual follow-up calls to discuss these asks
with four companies since 2021, co-leading the engagement
with BASF in 2024, and with Dow and BASF in 2023. We also
engaged independently with LG Chem and Sika. We voted
against management at the annual general meetings (AGMs) of
BASF and Dow in 2024 where we believed the companies were
showing insufficient progress against the engagement asks.

Outcome

We are pleased that the importance of the issue continues
to gain traction and that companies are increasingly adopting
more transparent, progressive and robust approaches to
responsible chemical management.

Sika has significantly enhanced transparency of its exposure
reporting" that 0.4 per cent of sales and five per cent of
revenues are associated with products containing PFAS and
the EU list of ‘substances of high concern’, respectively. The
company has introduced new substance risk management
processes and is working actively with suppliers to limit PFAS
exposure further.

Other companies have sought to integrate concerns over
hazardous chemicals into their commercial strategy with
the likes of LG Chem developing a portfolio of PFAS-free
flame-retardant materials'2 while German chemicals giant
BASF is seeking to have its Sustainable Future Solutions
business represent more than half of total sales by 203013

" Sika 2023 Annual Report, p122
2 LG Chem adds eco-friendliness to flame-retardant plastics
3 BASF: TripleS: transparent sustainability for our customers


https://www.sika.com/dam/dms/corporate/media/glo-ar-2023-sustainability-report.pdf
https://www.lgcorp.com/media/release/27988
https://www.basf.com/gb/en/who-we-are/sustainability/we-drive-sustainable-solutions/sustainable-solution-steering
https://www.reuters.com/legal/3m-reaches-tentative-103-billion-deal-over-us-forever-chemicals-claims-2023-06-22/
https://chemsec.org/knowledge/iihc/#:~:text=IIHC%20asks%20of%20chemical%20companies&text=To%20help%20investors%20appraise%20relevant,%2C%20or%20contain%2C%20hazardous%20chemicals.
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1.3: Flagship case studies

Aligning
remuneration

with corporate
performance

Engagement

Context: Promoting sustainable UK capital markets

There has been increased focus on how to develop the
UK’s capital markets to support the UK’s economic growth
and maintain its status as a leading financial centre. Many
companies have delisted from UK stock markets in recent
years, including 88 in 2024, either by re-listing abroad or
being acquired by international listed companies or private
owners. Others have chosen not to list in the UK when they
launch their Initial Public Offering (IPO). Reasons cited
include low valuations and poor liquidity.

Efforts are underway to improve the attractiveness

of the UK and to build a business culture that is more
supportive of growth. Measures being explored concern
reform to direct investment capital towards UK-listed and
early-stage companies and infrastructure, supported

by a reduction in regulation that inhibits investment

or risk taking.

Stewardship-related items have also come under
review and we have been actively involved in these.

In July, the FCA’s Listing Rules were amended to better
accommodate companies with unequal voting rights
and simplified to encourage more effective merger and
acquisition activity. We provided feedback into these
consultations.

Other actions have looked to improve the quality of
investor and corporate dialogue to promote improved
information exchange that supports improved investment
and business decision making. To this end, in September
our CEO joined the Steering Committee for the newly
created Investor & Issuer Forum.

Governance

Finally, the frameworks that underpin effective governance
and stewardship by UK companies are changing.

In January, the Financial Reporting Council (FRC) updated
the UK Corporate Governance Code. In October, the FRC
launched a consultation to review the Stewardship Code,
which provides the basis for this Annual Sustainability
Review. We have also been involved in this consultation,
participating in industry forums to provide feedback.

Many actions are underway to promote UK capital markets,
and we are committed to support where we can.


https://www.ajbell.co.uk/articles/latestnews/284041/2024-sees-biggest-exodus-london-stock-market-global-crisis#:~:text=The%20London%20Stock%20Exchange%20saw,data%20from%20auditing%20firm%20EY.
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1.3: Flagship case studies

Aligning
remuneration

with corporate
performance

Engagement

Issue

In addition to items already mentioned, remuneration
practices of UK-listed companies is one area being
explored as part of efforts to promote UK capital markets.
These practices came to life over the 2024 AGM season,
with greater focus on aligning pay levels and structure for
UK-listed companies with a global presence, to policies and
practice adopted by global (predominantly US-listed) peers.
It has been felt that the previous UK industry guidance and
approaches to pay was restrictive and did not consider nuance
of individual business models. This could disincentivise risk
taking and inhibits firms in attracting and retaining talent -
affecting company performance. Examples of concerned
companies included AstraZeneca, a pharmaceutical group,
London Stock Exchange Group (LSEG), a financial services
provider, and Smith & Nephew, a medical equipment
provider. All have significant business exposure to the US.

Action

As in previous years, we considered remuneration

policies and awards, according to the context of the
relevant company and their strategy and performance.

We undertook consultations with the relevant board
directors and teams responsible for executive remuneration
at investee companies. Our equity investment team were
also consulted to assess how proposed pay awards and
pay structures were aligned to performance.

We also participated in broader industry engagement on
the theme, and as members of the Investment Association’s
Remuneration and Share Scheme’s Committee, we
contributed to the update of the association’s Principles

of Remuneration, which sets guidance for companies

on investor views of remuneration best practice.

Governance

Outcome

In our examples, we supported remuneration policy
proposals at LSEG and Smith & Nephew. LSEG received

89 per cent support and Smith & Nephew was more
contentious - receiving 57 per cent support.

We acknowledged that under the new policies, long-term
outperformance will continue to be the main driver

of additional pay and they reflect both companies'
competitive positioning, including recruitment and
retention challenges. Smith & Nephew had also adopted
recommendations we had made on bonus deferrals.

We abstained at AstraZeneca, whose policy received

36 per cent votes against. Whilst we recognised a similar
context to our aforementioned cases, we held concerns
that the LTIP (long-term incentive plan) vesting at threshold
performance was too high. We outlined our rationale

that higher payouts should be contingent upon exceptional
performance, so that they consider this ahead of the

2025 AGM. We will monitor pay outcomes for alignment to
performance for relevant companies at their 2025 AGMs.

At a market level, the updated Investment Association’s
Principles of Remuneration was updated to become less
prescriptive, and re-emphasised the importance that they
were principles, not rules, and that companies should be
encouraged to develop structures that aligned with their
strategy and business model, and performance objectives.

Overall, we will continue to track progress on remuneration
practices as a lever to support UK growth ambitions by
rewarding companies and their talent for exceptional
performance and taking appropriate risk.
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CASE STUDY

Dutch real estate:
Capturing a
premium through
oolng green

ESG investment thesis

The increase in corporate demand for offices aligning with
low-carbon objectives and meeting employees’
sustainability expectations has created a shift towards
prioritising environmental, social and governance (ESG)
goals and well being within office spaces in Amsterdam.
In 2021, 70 per cent of office real estate demand in
Amsterdam was for buildings with energy label of A or

better. Across the Netherlands, studies have shown that on
average, a rental premium of 10.3 per cent can be achieved
by office buildings with green certifications.

The FOZ building is a Grade A multi-let office space
located in the heart of Amsterdam’s business district.

Its sustainable credentials include a BREEAM Excellent
certification and an EPC A++ rating™ The site’s energy is
provided by a connection to the local district heat network,
utilising thermal energy storage technology. This eliminates
the need for fossil fuel usage on site and assists in moving
some of the energy demand away from peak times,
reducing the pressure on the local heat network.

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Impact on portfolio positioning

We acquired the FOZ building in 2022. Since then, it has
performed ahead of business plan expectations.

Furthermore, in 2024, and alongside a substantial metering
and control strategy, FOZ embarked on an ambitious smart
building optimisation programme supported by the Healthy
Workers platform. This platform will assess and optimise
the usage profile of energy and water onsite. These
developments are expected to drive sustainable
performance in operation and enable the building to be
operated at its full potential which could help to unlock
increased value for investors.

In summary, identifying the strong sustainability credentials
of this asset has helped us to capitalise on the significant
green premium in the Dutch office market.

“ BREEAM: Building Research Establishment Environmental Assessment
Methodology; EPC: Energy Performance Certificate.


https://www.statista.com/statistics/1327499/energy-label-a-office-demand-netherlands-by-market/
https://www.statista.com/statistics/1327499/energy-label-a-office-demand-netherlands-by-market/
https://www.emerald.com/insight/content/doi/10.1108/jerer-04-2023-0010/full/html
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Sustainability Review 2024
1.3: Flagship case studies

Antofagasta:
Mining companies
and water usage

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

Antofagasta is a Chilean based copper mine operator,
which also runs a rail network and manages a water
distribution concession. Copper is crucial for energy
transition technologies, and its demand is expected to
exceed supply this decade as electricity demand grows.

Water management is a critical issue in the mining industry,
as water is often taken from groundwater sources, directly
competing with local communities. We have long engaged
with companies on the management of these impacts, and
have sought expert views on the human rights impacts of
copper mining in Chile, given the current social and political
environment. This contributed to our understanding of the
steps that Antofagasta is taking to improve their impact

on the region, particularly at their Los Pelambres mine.

Antofagasta’s desalination project at the mine uses
seawater instead of freshwater, which is used by local
communities, to meet 90 per cent of the operation’s water
requirements. This initiative demonstrates Antofagasta’s
proactive approach to foster positive relations and avoid
potential conflict around water usage. We also continue
to engage with the company on board oversight.

Impact on portfolio positioning

On our UK equities desk, positioning on the mining sector
shifted in 2024 following a review of the near-term drivers,
as well as sustainability risk management. Antofagasta
demonstrated positive momentum on community relations,
providing a point of differentiation in a sector challenged
with social issues, which have been an overhang for some
of their peers.

We reduced or exited positions in a number of mining
companies due to several factors including commodities
exposure and ESG concerns. In contrast, we purchased
Antofagasta across multiple UK equity funds and held
an overweight position relative to the benchmark. Due to
a variety of factors, the company has been additive to
performance across our UK equity portfolios over the
year, performing strongly since initiation.
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Our sustainability beliets and approach

At Aviva Investors we recognise that the
future economy is likely to 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 take our role seriously in navigating these
developments on behalf of clients. The journey
to this future economy is not straightforward
and presents significant risks and trade-offs,
but also opportunities for those equipped to
capitalise on them.

In seeking to deliver long-term risk-adjusted returns for our
clients, we believe in engaging with participants in different
areas of the financial system to support the transition to a
sustainable economy. Our engagement approach is carried
out across six levels of influence, leveraging our agency and
expertise to facilitate change. We call this multi-faceted
approach to engagement 'holistic stewardship' (see the
Holistic Stewardship section for more information on the

levels and our engagement approach).

We also recognise the importance of integrating ESG
(environmental, social and governance) insights into
investment processes - where material - with the intention
of enhancing long-term risk-adjusted returns for investors.

Finally, we see that there is no ‘one size fits all’ approach
to sustainability when it comes to investing, and therefore

we aim to work in partnership with our clients to understand

their specific sustainability needs and identify the right
solutions to meet their goals.

To support the wide ranging activity that underpins our
sustainable investing approach, teams within the Sustainable
Investing function carry out work, including within the
following areas:

« the integration of ESG insights into investment
decision-making processes

 stewardship (including engagement and voting activity)
« application of our Baseline Exclusions Policy

« identification of stewardship priorities using the
UN Sustainable Development Goals (SDGs) as a
framework

« sustainability-related tools and analytics

We believe there is no 'one size fits all' approach
when it comes to sustainable investing
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Sustainability Review 2024

2.1: Our sustainability beliefs and approach

ESG integration

We believe that material ESG insights can have a
fundamental impact on clients’ investments returns and
outcomes. We aim to integrate financially material ESG
insights into our investment process to better manage risk,
identify investment opportunities and support the delivery
of long-term risk-adjusted returns. Our ESG integration and
stewardship teams are closely connected to our investment
function through various touchpoints and forums, both formal
and informal, ensuring close collaboration and the sharing

of ideas, including relevant ESG insights.

Investment opportunities in sustainability themes

We can pursue investment opportunities for our clients
through the identification of sustainability themes. Seeking
investment returns in this way involves being discerning
about where we see opportunities for alpha generation.s
These themes can take the form of climate solutions, for
example, through the decarbonisation of buildings or
electrification of transport. One example of an investment
that benefited from these kinds of shifts was our stake in a
business that helps electric vehicle drivers in Europe reduce
their carbon emissions by charging during off peak hours.

Through our holistic stewardship approach, we seek to
unlock further opportunities for investors, for example,

by way of the value chain roundtables we have held on
these themes. The roundtables bring together relevant
sectors with their respective trade associations and
regulatory bodies to discuss their shared sector, value chain,
and systemic bottlenecks impeding decarbonisation.

At our roundtable on aviation, discussions covered the need
for shared infrastructure investment and technologically
feasible, economical solutions to enable a net-zero energy
transition; as well as greater economic incentives and stable,
predictable and reliable policy frameworks to help build the
business case for investment.

Investible themes might also present themselves through
increased demand for renewable energy. For example, by
way of electrification of the grid and the resulting demand for
renewable energy infrastructure. Not only does this present
opportunities in the built environment but also investments
in corporate issuers that are exposed to these themes are
likely to be well positioned to benefit.

Waste management and the circular economy is yet another
theme that can present opportunities. For example, certain
national policy signals such as when the US Environment
Protection Agency (EPA) enhanced its focus on landfill
methane emissions in 2024, helped to encourage key
opportunities for recycling and renewable natural gas (RNG).

This in turn benefited the waste management companies
that are able to enhance recycling and convert methane
into RNG to boost revenue and cut fuel costs, increasing
profitability, especially amid rising commodity prices.
Investments linked to this theme are in effect meeting
society’s growing need for electricity generation, while also
providing solutions to the issue of waste management.

Being able to address both issues concurrently can help to
position technology developers, for example, for stronger
financial performance.

5 Alpha: excess returns earned on an investment above the benchmark
return when adjusted for risk.
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2.1: Our sustainability beliefs and approach

Holistic stewardship

We recognise the potential to maximise the long-term
value of our clients’ investments through engagement
with various actors within the financial system - what
we call ‘holistic stewardship'. We have identified six levels
of influence in the financial system where we see
opportunities to engage and bring about change.

There are many instances where we engage directly
with our stakeholders in private markets - our occupiers,
borrowers, suppliers and portfolio companies - with the
aim of supporting their businesses to grow sustainably.

Similarly in public markets, there are many scenarios where

we engage in constructive dialogue with our investee
companies, including on ESG issues, to encourage best
practice; and we take a strategic approach to voting.

We recognise there are limitations to how far, or how fast,
companies can change without addressing the broader
structural challenges that surround them. To address

these system-wide challenges we take a holistic approach,

working with a range of participants across the financial
ecosystem.

As well as our sector roundtables, to consider the dynamics
in both the supply and demand sides of an industry, we
engage with sovereign issuers on key stewardship priorities.
We also have macro stewardship programmes to engage
with policymakers, regulators and international institutions
to seek the correction of market failures and in turn mitigate
systemic risks. Engaging with each of these is intended

to mutually reinforce and help address impediments to a
system-wide sustainable transition.

Our stewardship approach covers governance and a broad
range of thematic sustainability issues, on which we seek to
engage companies we invest in. Our stewardship priorities
support long-term value creation for our clients, and include
considerations of climate, people and earth issues. You can
read more about the levels of influence and our approach to
engagement in the Holistic Stewardship section.

Baseline Exclusions Policy

Broadly speaking, we believe it is more effective to use our
influence to drive change through engagement rather than
ceasing to allocate capital to an investment. Once investors
sell, they are no longer able to apply pressure to company
boards and may be replaced by shareholders with fewer
ESG concerns.

However, there are certain sectors and economic activities
where we do not invest given they are misaligned with
Aviva’s overarching approach to sustainability. We therefore
have a Baseline Exclusions Policy to define a framework
for this.

This includes seeking to exclude companies that we deem to
have materially violated the principles of the United Nations
Global Compact (UNGC) after taking into account any
commitment they may have made to remediating action.

Implementation of the policy is underpinned by third-party
data as well as internal analysis. While we make every
effort to use accurate and complete data, we are reliant on
third-party providers and there is a risk information may be
incomplete, inaccurate or unavailable. You can read more
about this in our Sustainability data providers section.



https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/
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Tailoring our approach to our clients’ specific
sustainability needs

We understand that investors’ sustainability preferences
will differ significantly dependent upon sustainability
commitments, regulatory backdrop and other stakeholder
expectations.

Moreover, we partner with our clients beyond portfolio level
outcomes. A fundamental part of working in partnership is
understanding our clients’ sustainability priorities to take
targeted action on real world outcomes as part of our holistic
stewardship approach. This might include acting on real
world decarbonisation or nature restoration goals.

It is through understanding our clients’ priorities and
continuous ideas exchange with stakeholders across

the financial system that we can take a deliberate and
meaningful approach to how we allocate capital and steward
investments. The function undertakes activity that is
specifically tailored to different clients’ specific goals

and needs. This includes:

« Sustainability strategies with varied underlying fund
methodologies, for example in relation to the UN SDGs
or impact investing frameworks.

« Implementation of sustainability overlays (for example
choice of metrics, methodologies and stewardship
activity relating to net zero ambitions) to help investors
achieve any sustainability-related commitments through
their investments.

Sustainability strategies to suit clients’ varied
sustainability needs

We believe in client choice and in the provision of

varied strategies to suit different investors' needs. We have
a range of different strategies, from those with additional
sustainability characteristics to those with explicit
sustainability objectives. Recognising certain clients also
want to target specific outcomes linked to the SDGs,

we continue to develop our capabilities to deliver research,
engagement and solutions as part of our approach

to sustainability.

Sustainability overlays on portfolios (for example
net zero)

Aviva Investors is a key enabler in the delivery of our parent
company Aviva’s Sustainability Ambition?e

We recognise that there are several stages to tailoring
a solution that suits the specific needs of clients’ net zero
ambitions:

« Understanding our clients’ sustainability ambitions
i.e., portfolio decarbonisation, real world impact or both.

 Devising the right investment framework for clients
based on their goals including the exploration of existing
frameworks, for example the Institutional Investors Group
on Climate Change (IIGCC) and Implied Temperature Rise
(ITR), as well as establishing key performance indicators
(KPIs) for success.

 Creating an action plan and helping clients to understand
what compliance with their specific framework will mean
for their portfolios e.g., research, engagement activity
and portfolio construction.

« Ongoing monitoring and tracking to ensure we
communicate with our clients through every step of their
sustainable investing journey.

8 You can read more about Aviva's Sustainability Ambition here.


https://www.iigcc.org/our-history#:~:text=IIGCC%20was%20established%20in%202001%20on%20the%20initiative,asset%20managers%20on%20issues%20related%20to%20climate%20change.
https://www.msci.com/our-solutions/climate-investing/implied-temperature-rise
https://www.msci.com/our-solutions/climate-investing/implied-temperature-rise
https://www.aviva.com/sustainability
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Our client and beneficiary needs

Foreword
We manage £238.2bn for clients around the world, including Aviva plc entities. The charts below give
Approach an overview of our client base, as at year end 2024.
1. Highlight Figure 2: Aviva Investors’ breakdown of client base by client type and geography
. | | S
2. Strategy >

3. Integration

Grand total: Grand total:

£238,196m £238,196m

4. Holistic stewardship
5. Providers

6. Afterword

7. Governance

Client type % Mandate domicile £m %

Internal 82.0 B uK 215,451  90.5

8. Appendix 8 Institutional ex Insurance 9.4 8 Europeex UK 14,832 6.2
B Wealth/Retail 6.3 &) Americas 6,636 2.8

8 Insurance 2.4 B APAC 1,277 0.5

Source: Aviva Investors, as at December 31, 2024.
All percentages may not total 100% due to rounding.
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Understanding our clients’ sustainability preferences

We serve clients in different geographies around the world
and invest in a variety of asset classes on their behalf.
Understanding what matters to our clients with respect

to stewardship themes and practices is a key input into
the development of our firm-wide stewardship priorities.
We regularly review and refine our priorities to inform how
we allocate our time and seek to innovate going forward.
We are able to gather feedback from clients in a variety of
ways, including through bilateral meetings and roundtables.

Whilst our firm-level stewardship priorities provide the
basis of the activity we undertake on behalf of clients, where
a client wishes to pursue specific sustainability themes, we
can also work in partnership with them to understand their
particular needs and explore the feasibility of this activity as
well as the relevance to their portfolio. Dependent on client
need and asset class, certain activity may not be feasible,
and it will be important to set an appropriate strategic
direction and expectations. For example, we would need
to set different expectations if we were looking to engage
issuers on SBTi targets in an emerging markets-focused
portfolio versus in a portfolio predominantly invested in
developed markets.

Where a client has a specific sustainability objective or
is seeking to address a specific sustainability challenge,
we can explore the implications of any sustainability
commitments they have as well as analysing the various
approaches to support their delivery. Whether they have
net zero targets and carbon removal needs, biodiversity
commitments or other forms of sustainability ambition,
we can explore different ways to optimise their portfolio
against a range of sustainability metrics to bring about
different portfolio level and real world outcomes. We will
also look at bespoke exclusions and different forms of
financing, as well as the sustainability characteristics

of different asset classes, among other considerations.

We use a relationship management tool as one of the
mechanisms to support us in building out an increasingly
detailed picture of our clients’ sustainability preferences
and requests. Throughout 2024 we continued to develop
the reporting mechanisms of this tool to further increase
the feedback loop between the specific sustainability
preferences of our clients and the sustainability capabilities
we can offer. We plan on continuing this work in 2025 to
enhance client touchpoints and our tailored approach to
client sustainability preferences.

Understanding what matters to our clients with respect
to stewardship themes and practices is a key input into the
development of our firm-wide stewardship priorities.

For professional clients specifically seeking to invest through
a segregated mandate, we can capture their sustainability
preferences through a questionnaire built into our client
relationship system. Our professional clients’ views are
obtained on the following factors, which we update in line
with regulations (including MiFID II):

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 LUuxFLAG.
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Communicating with clients

Communication plays a critical role in effective stewardship,
in terms of consulting with clients on their preferences and
outcomes sought, and reporting on how their investments
are contributing to achieving these. As an asset manager,
we are conscious that while there might be a chain of
intermediaries involved, we ultimately manage money for
individuals. It is therefore an essential part of our role to
communicate clearly to clients - whether institutional,
wholesale or retail - what we are doing on important issues,
including clear communication of the components of our
sustainability approach.

In 2024, we continued to provide evidence on the
sustainability activities we undertake for our clients.

This section shows illustrative examples of the kind of
reporting we provide to clients for relevant strategies.

To provide these reports we rely on data from third-party
providers alongside external and proprietary models.
While we make every effort to use accurate and complete
data, there is a risk information may be incomplete,
inaccurate or unavailable. You can read more about this
in our Sustainability data providers section.

Quarterly ESG reporting

We embed ESG reporting as standard for funds that receive
quarterly reporting.” The ESG section of the report is divided
as follows:

» overall ESG assessment
e environmental assessment

« active engagement.

This is described in more detail throughout this section.

Figure 3: Proprietary score (by % market value)

50%

40%

30%

20%

10%

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

B Portfolio (Avg. score = 6.94)
8 Benchmark (Avg. score = 6.03)

Source: Aviva Investors and MSCI, as at 30 June, 2024

Overall ESG assessment

The overall ESG assessment section makes reference to
both our proprietary ESG scores and the MSCI ESG scores.
Below (Figures 3 and 4) is an example of how this information
is presented. Investors can compare how the holdings in
their portfolio compare to the benchmark holdings on the
basis of our ESG proprietary scores as well as on the basis
of the MSCI ESG scores.

Figure 4: MSCI score (by % market value)

50%

40%

30%

20%

10%

00
0 0-2 2-4 4-6 6-8 8-10 None

B Portfolio (Avg. score = 8.00)
@ Benchmark (Avg. score = 6.84)

Source: Aviva Investors and MSCI, as at 30 June, 2024

7 Note that ESG client reports may differ across strategies and may not be available for all products and strategies.
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Environmental assessment

The environmental assessment focuses on ESG metrics that
are specific to the investment mandate. For a climate-related
mandate for example, this could include carbon intensity or
portfolio warming potential.

ESG assessment tailored to multi-asset portfolios

For our multi-asset strategies, we provide visibility on a
combination of the following carbon related metrics,
dependent on the specifics of the investment strategy:

« Scope 3 emissions intensity
« carbon footprint for Scopes 1and 2 emissions
» percentage of corporates owning fossil fuel reserves.

Figure 5 is an example of an environmental assessment
carbon intensity report for corporates.

Figure 5: Carbon intensity report example

Environmental, Social and Governance (ESG)

Environmental assessment

Carbon intensity (Corporate)

Carbon intensity is an industry standard for measuring greenhouse gases This is not a specific target or input to the investment process, therefore
associated to a portfolio. there may be a variance to the benchmark, so this data is intended for
informational purposes only.

. . Portfolio vs.
Description Portfolio score Benchmark (SAA) ortiofio vs

benchmark (SAA)
Corporate Carbon intensity is a measure of greenhouse gas emissions
- Carbon intensity (scope 1 &2) normal lised by the companies revenue, which 119.32 131.06 -8.96%
scope1&2 allows for comparison of emissions between companies of
(t/USD million sales) different sizes. The lower the number the better.
% Market Value coverage 92% 88%

Source: Aviva Investors and MSCI, as at 30 September 2024.

Portfolio vs.

Description Portfolio score Benchmark (SAA

P ( ) benchmark (SAA)
Corporate This figure represents the company's most recently estimated

- Carbon intensity Scope 3 total emissions normalized by sales in million USD, 721.29 725.39 -0.57%
scope 3 which allows for comparison between companies of different

(t/USD million sales) sizes. The lower the number the better.

% Market Value coverage 89% 85%

Source: Aviva Investors and MSCI, as at 30 September 2024.

ipti ; Portfolio vs.
Description Portfolio score Benchmark (SAA) ortfolio vs

benchmark (SAA)
This figure represents the company's most recently reported or
Corporate estimated Scope 1 and 2 emissions normalized by the most 47.41 49.13
- Carbon footprint recently available enterprise value including cash (EVIC) in
scopel&2 milli SD. This ratio facilitates portfolio analysis by allocating
(t/USD million EVIC) emissions across equity and debt. The lower the number the

better.

% Market Value coverage 90% 86%

Source: Aviva Investors and MSCI, as at 30 September 2024.

Portfolio vs.
benchmark (SAA)

idence of owning fossil
es, including companies 5.52% 5.55% -0.03%
d. Fossil reserves are

S al
s (i.e. 1P and 2P) for coal

Description Portfolio score Benchmark (SAA)

This field identifies companie:
fuel reserves regardless of thei
that own less than 50% of a re:

Corporate
- Fossil fuel reserves
(% market value)

al ga d of
es providing the exact volume
mpan g a statement about their
ownership of reserves. The lower the number the better.

Source: Aviva Investors and MSCI, as at 30 September 2024.
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Source: Aviva Investors and MSCI as at September 30, 2024.
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Engagement and voting Figure 6: Sample reports on engagement activity and voting (where relevant)

Case studies on voting (if relevant) and active engagement
on portfolio holdings show clients examples of how we Environmental, Social and Governance (ESG)
engage and the resulting outcomes. Each subsection in this

Foreword
Voting and engagement (cont.)

Active engagement (portfolio specific) Engagement activity'
. . . .
A r‘ h part Of any report prOVIdeS a h Igh level Ove rVIeW Wlth more Aviva Investors actively engage with companies held within this portfolio via Substantive engagements are bespoke and targeted company interactions,
pp oac ’ Voting (Corporates only) meetings, calls, letters on issues such as strategy, board composition, which are led by either the portfolio managers or by the ESG team.
. . . . . . . . . disclosures and labour management.
f l bl f d l d d Aviva Investors will vote on resolutions at Annual General Meetings (AGMs) performance, strategic decisions, board composition, executive
In Ormatlon aval a e I req u I re ’ InC u Ing tl meserles ata and General Meetings (GMs) where shareholders can hold management to remuneration and progress on addressing climate change risk. Substantive engagements YTD engagement activity Prior year, YTD engagement activity Delta vs. prior year

account and reflect views on a wide range of issues including financial

and granular breakdowns. We detail portfolio specific voting

YTD votes against Prior year YTD Delta vs.

1 1 c . . - YTD - total 4
10 H Igh llghts along Wlth a brea kd OWn Of Where We d Id not Vote Wlth pescription active v:t:s (% OftotalvoTegst Vc(‘:/:z:tg(:an[svto:‘;gs prior year Source: Aviva Investors, as at 31/03/2024. T Please refer to Methodologies and Calculations: Voting and Engagement.
management. Finally, engagement activity on behalf of the Engagement by category
St rategy iS Captu red. ThiS gives Clie nts insights into Voting across all Aviva Investors portfolios 61,405 21% 24% Aviva Investors categorises engagements as relating to Climate Change, Environmental, Social, Governance or Strategy.

2. Strategy > o . e . . Source: Aviva Investors, as at 30 September 2024. Engagement by category
stewardship activity relating to the portfolio and helps to

Active voting overview ST — 1A%
i I 9
hold managers to account. A short summary of each i o — -
. . . .
3. Integration engagement is provided, accompanied by a more detailed I — .-
case study, where relevant (see Figure 6). gt s
o Lo o
4. Holistic stewardship
mFOR = AGAINST mABSTAIN
Reason for vote against  Description Volumeof  Votes against
votes against (%)
. Non-Executive Directors  Not independent and lack of independence on Board 437 118
5. Providers Norecutie iectors  Poor handling of Boardsub-commiteeresponsbiles
Non-Executive Directors Not independent and member of audit/remuneration committee 384 1.03
Non-Executive Directors  Other 2009 5.41
Remuneration Report Lack of performance related pay 119 032
6 Af d Remuneration Report Pay ratio is excessive (CEO vs employee);Lack of performance related pay 73 0.20
¢ terwor Remuneration Report Lack of performance related pay;Pay ratio is excessive (CEO vs employee) 64 0.17
Remuneration Report Other 551 1.48
Executive Directors Member of certain sub-committees which is inappropriate 169 045
Executive Directors Combined CEO/Chair 88 0.24
7. G overnance Executive Directors Diversity issues 78 0.21
Executive Directors Other 332 0.89
Other 3811 1026
Total 8513 22.92%
° Source: Aviva Investors, as at 30 September 2024.
8. Appendix
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Source: Aviva Investors, as at March 31, 2024.
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Reporting on sustainable funds

Sustainable product suite

We report on sustainability activity relating to our sustainable
product suite. Reports will differ across strategies, given that
metrics and data included in each report will be relevant to

the strategy’s individual sustainability and investment objective.

Portfolio KPIs

For some funds, we continued to report on portfolio KPIs
(sample shown in Figure 7), which are used as indicators of
whether a company is positively alighed to the objectives
of the fund.'®

UN SDG alignment

Our strategies with SDG alighment objectives are based on
internal frameworks and research, however for reporting
and monitoring purposes we currently use MSCI SDG data's,
which can provide an indication of the extent to which

a company’s solutions, revenue or operations are alighed
positively or negatively to a specific SDG. We acknowledge
the current limitations of SDG data and do not base
investment selection on this methodology alone.

We are developing an in-house view to help establish

a framework for measuring alignment to the UN SDGs

at the company and portfolio levels and to support
elements of our thematic research.

Figure 7: Sample report on portfolio KPIs

i MSCI ACWI
Key Performance Indicator (All Country World Index)

Percentage of companies with 220% natural

capital or climate change solutions revenues 42% 14%
posite sverall natural capital contrbution 6% 28%
Percentage of companies with a Science 6% 1%

Based Target

Source: Aviva Investors, as at December 31, 2023. Latest data available for use at time of reporting.

8 KPIs are not necessarily used as an input into the decision-making
process to invest into individual companies and we take various
sustainability and investment factors into account.

9 More information on the MSCI SDG Alignment methodology is available
here: https://www.msci.com/documents/1296102/15233886/
MSCI+SDG+Alignment+Methodology.pdf
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Thematic engagement programme updates Sustainability case studies
Foreword For some funds, we have structured engagement Figure 8 is an example of how we depict company For specific sustainable private markets strategies, we
programmes that target all companies within a portfolio performance against engagement asks through our provide comprehensive reports of case studies. These
for a period of three years from their inclusion. For these evaluation framework, ranking them from Level 1 include real life examples of where our investments have
Approach funds, we share updates from the engagement (most aligned) to Level 5 (least aligned). contributed to a lower carbon economy. For example,
programmes with our clients to demonstrate company investments that aim to avoid emissions and those that
progress against our asks. aim to reduce GHG (greenhouse gas) emissions where
1. Highlights avoidance is not possible. We also provide case studies for
investments that aim to remove CO:2 as well as private equity
solutions that ‘align’ to the climate transition. Some of these
2. Strategy >

case studies can be seen throughout this document.
Figure 8: Company performance against engagement asks

3. Integration

4. Holistic stewardship

Progress against

5. Providers Progress against Progress against

Compan Ask1
Rt ASKT Ask 2 Ask 3
classification (Biodiversity C : r
(Biodiversity targets) (Company-specific ask)
6. Afterword assessment)
7. Governance
8. Appendix
Level 1 2% Level1 2% B Levelt 2% Level 1 0%
Level 2 17% Level 2 12% B Level2 17% Level 2 7%
Level 3 15% Level 3 15% Level 3 37% Level 3 22%
Level 4 39% Level 4 46% B Level4 41% Level 4 27%
Level 5 27% Level 5 24% B Levels 2% Level 5 44%

Source: Aviva Investors, as at December 31, 2023. Latest data available for use at time of reporting.
All percentages may not total 100% due to rounding.
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2.2: Our client and beneficiary needs

Sustainability reporting at entity level

Aviva Investors is committed to reporting on our
sustainability activities at an entity level and
produces various firm-wide reports, with this report
being an important example.

Principal Adverse Impacts (PAIS)

In the context of Sustainable Finance Disclosure Regulation
(SFDR), the most significant negative effects on sustainability
factors that are material, or likely to be material, are referred
to as principal adverse impacts (PAI). Aviva Investors
Luxembourg produces a Principal Adverse Impacts
statement annually. This is a consolidated statement on PAIs
on sustainability factors of Aviva Investors Luxembourg,
including indicators across both public and private markets.

Task Force on Climate-Related Financial
Disclosures (TCFD)

In conjunction with our parent company, Aviva, we publish
an annual TCFD entity report that sets out how we take
climate related matters into account in managing or
administering investments on behalf of clients. This report
includes the entity level reporting under the FCA’s PS 21/24
Enhancing climate-related disclosures by asset managers
(in an appendix).



https://www.avivainvestors.com/en-ie/capabilities/sustainable-finance-disclosure-regulation/#:~:text=The%20EU%20Sustainable%20Finance%20Disclosure%20Regulation%20%28SFDR%29%20is,more%20comparable%20and%20easy%20to%20understand%20for%20investors.
https://www.avivainvestors.com/en-ie/capabilities/sustainable-finance-disclosure-regulation/#:~:text=The%20EU%20Sustainable%20Finance%20Disclosure%20Regulation%20%28SFDR%29%20is,more%20comparable%20and%20easy%20to%20understand%20for%20investors.
https://www.aviva.com/sustainability/resources-and-reporting-hub/climate-related-financial-disclosure/
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Interactive educational resources

We are committed to helping clients stay informed
of recent developments in sustainable investing.
This is to help empower them to better navigate

the sustainable investing landscape and investment
solutions that may suit their needs and priorities.

We believe it is our responsibility to bring clarity to what

a specific investment strategy does and doesn’t do from a
sustainability perspective. This includes working together
with investors and other key stakeholders, like financial
advisers, to articulate the implications of having an explicit
sustainability objective and to understand trade-offs,
where relevant. This is intended to help investors identify
suitable strategies for their needs.

We also understand that communicating effectively
around stewardship goes beyond reporting on the individual
investment strategies that clients are directly invested in.
It is also important to share more in-depth thought pieces
to communicate with investors how we are approaching
broader trends and developments in the sustainable
investing landscape.

In 2024 we produced various educational materials,
including:

Partnering with King’s College Business School to create
the ‘Consumer Duty: Delivering Good Client OQutcomes),
designed to increase participants’ understanding of
Consumer Duty through a sustainability lens. The first
150+ cohort of participants successfully completed the
module and the next will begin in 2025.

Publication of our Navigating Nature report, which sets
out the actions we are taking to understand nature-related
risks and opportunities.

Continued inclusion of sustainability topics distributed
through our insight webpages and email programmes,
such as the article on our approach to holistic stewardship
‘Only Connect’ and our reflections on the 2024 AGM
season in ‘Striking a Balance’.

A series of client breakfasts covering various topics
including a session on our Net Zero Roadmap and how the
UK can journey towards a low-carbon economy through
private investment.

A series of sector roundtables to bring together
stakeholders from across the value chain of high impact
sectors.

Our video series ‘Powering Change’, in which we update
clients on the actions of our Sustainable Investing team
on research and engagement.



https://www.kcl.ac.uk/business/executive-education/open-course/exploring-sustainability-through-a-consumer-duty-lens
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/10/navigating-nature-opportunities/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/09/investment-stewardship/
https://www.avivainvestors.com/en-no/views/aiq-investment-thinking/2024/10/striking-a-balance/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/07/boosting-low-carbon-investment-in-the-uk/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/11/decarbonisation/
https://www.avivainvestors.com/en-gb/responsibility/powering-change/
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Assessing our effectiveness

Ultimately, our stewardship approach is a key means

by which we seek to serve the best interests of clients.

We undertake stewardship with the aim of unlocking
long-term value for clients within their particular risk, return
and any sustainability parameters. We do this not only
through our engagement with the investments we manage
on their behalf but also the regulatory and policy
environments in which we operate.

Effective stewardship requires a delicate balance between
the management of long-term systemic risks and making
investment choices relative to where markets are today.

To assess whether we are striking this delicate balance and
in turn undertaking effective stewardship for our clients,
we would consider the following:

« Identification of the most material sustainability risks
to our clients’ portfolios.

 Leveraging our resources and organisational structure
to take action to mitigate those risks.

 Actively listening to our clients’ specific sustainability
goals and needs.

« Working in partnership with our clients to identify and
communicate any possible trade-offs linked to their
sustainability goals and needs.

Identifying and mitigating sustainability risks

With over three decades of experience stewarding our
clients’ investments, we are committed to playing an active
role in shaping the policy environment in which we manage
assets on behalf of clients. We also see other forms of
engagement activity as crucial components of being able to
unlock long-term value. Engagement is one of a number of
levers that we use at Aviva Investors when managing clients'
assets and portfolios as we navigate the path to a more
sustainable future. Other levers include the integration of
material ESG insights into investment processes and the use
of climate-focused metrics and risk management.

We recognise that the levers available to us should not

be applied homogeneously across all investment strategies.
Instead, and in line with our commitment to play our part in
managing long-term risks for our clients, we seek to manage
risks and harness opportunities in our clients' portfolios
using appropriate levers where they align with the strategy’s
investment objectives (this is not binding on the investment
manager's decision beyond any specific criteria in the relevant
mandate or fund prospectus). This balance of risks and
opportunities is particularly apparent in the context of
decarbonisation considerations.

Identifying and advising on any sustainability-related
trade-offs

We believe it is our role to understand where trade-offs

exist between a client’s sustainability preferences and their
investment goals, in order to assess their relative importance
and advise a course of action. Trade-offs are a fundamental
tenet of investing and sustainable investing is no different as
it covers a hugely diverse set of strategies, each with its own
risk, return and sustainability profile.

We work in partnership with our clients and support them in
their choice of investment approach given their sustainability
preferences, needs and any goals they may have.

Our discussions cover their priorities on portfolio outcomes
versus real world outcomes, how this would play out in
different asset classes, risk tolerances and time horizons.

In short, it is through this combination of risk management
utilising engagement and portfolio-level analysis,
identification of investible opportunities and navigating
trade-offs that we believe we can deliver effective
stewardship and serve the best interests of our clients.

We believe it is our role to understand where trade-offs exist between
a client’s sustainability preferences and their investment goals, in order
to assess their relative importance and advise a course of action
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Our approach to ESG integration

Foreword
We take our duty to act as a trusted agent of our clients’ Assets under management (AUM) Figure 9: Aviva Investors’ breakdown of assets
Approach assets seriously, and endeavour to protect, maintain Figure 9 shows breakdown of AUM by asset class, as at year under management by asset class
and grow the long-term value of their investments. end 2024. This is intended to provide context to how we
1. Highlights Cons.lst.ent with those obligations, we malntatln .a deep apply our ESG integration approach in our different
conviction that ESG factors can have a material impact asset classes over the pages that follow:
on returns and client outcomes. This is why we integrate
ESG considerations, including views on climate, nature,
2. Strategy [nEUCING VIEW: . We take our duty to act as
governance and social issues, into investment analysis
. e . < ’
and decision-making. 2 a trusted agent of our clients

3. Integration > Total AUM:

A culture of collaboration underpins this firm-wide approach assets Seriously and endeavour

to ESG integration, which is consistently applied within

4. Holistic stewardship each asset class and tailored to different investment desks’ to protect, maintain and
processes. Our ESG integration and stewardship teams grOW the lon g_ term v alue

work closely, and have multiple touch points, with our

£238,196m

5. Providers

public and private investment functions. This helps to Of their inveStmentS
ensure close communication and collaboration between
6. Afterword our investment professionals and sustainability analysts.
Ol.Jr approach to ESG integration is set out in our firm-wide Investment Area m %
- Governance prlvat.e anfj.pub.llc maljk.ets Responélble Investment and . Fixed Income 102,325 43.0
Sustainability Risk policies. The delivery of our ESG . e . ; 2
integration approach follows each asset class’s investment naextnhance SUASL L5,
8. Appendix process governance, controls and risks review framework. @ Frivate Markets 40432 170
Multi-asset and Macro 26,964 1.3
B Equity 18,216 7.6

Source: Aviva Investors, as at December 31, 2024.

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

< 34 >


https://static.aviva.io/content/dam/aviva-investors/main/assets/capabilities/sfdr/downloads/private-markets-ri-sustainability-risk-policy-en.pdf
https://static.aviva.io/content/dam/aviva-investors/main/assets/capabilities/sfdr/downloads/public-markets-ri-sustainability-risk-policy-en.pdf
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ESG integration in public markets

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

Across our public markets asset classes, the consideration of ESG in our and strategies?. The aim of our ESG integration approach is to
investment processes is underpinned by a four pillar framework which
ensures consistency and robustness of our approach. This is firmly rooted and opportunities within our investment process.
into our processes and tailored to reflect the nuances of asset classes

Research Connectivity Portfolio construction

We facilitate the translation of ESG
analysis into actionable insights that
can be reflected in portfolios, including
by influencing capital allocation and
supporting idea generation.

Our ESG analyst and stewardship teams
actively participate in various investment
enables informed investment decision forums and partner with other analysts
making through targeted, relevant and and portfolio managers to reach a shared
timely quantitative and qualitative analysis understanding of research priorities, risks
into themes, sectors, companies and and opportunities.

countries.

Our holistic approach to research across
our ESG analyst and investment teams

Our commitment to ongoing training
empowers our ESG analyst and
investment teams to deepen their
understanding of sustainability factors

Our ESG analysts are specialised by asset
class, allowing us to provide tailored ESG
insights that meet the needs of each
investment desk.

We ensure our approach to ESG
integration for each asset class aligns
with the relevant investment processes,
time horizons and mandates of
different strategies.

enhance client outcomes, by identifying sustainability-related risks

that impact returns and client outcomes.

Evaluate and monitor

Portfolios, trade ideas and holdings are
subject to ongoing review, including via
our ESG quarterly reviews, which are
conducted at strategy level. These forums
provide an opportunity to highlight ESG
characteristics of the strategy and

constitute the basis for challenge.

Our Investment Oversight Committee
provides a regular mechanism for
governance and has ESG as a standing
agenda item that enables escalation
between ESG analysts, portfolio
managers and our investment risk teams.

2 Respective asset class investment processes and controls underpin the delivery of the framework, providing first-line integration controls, with investment risk as a second-line review process.

The review process ensures we apply our ESG integration framework in a tailored fashion.
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ESG integration in equities

Within our equity strategies, ESG considerations

are a foundational consideration that inform our
investment decisions. All members of our investment
teams have analytical responsibilities and collaborate
in ESG integrated sector hubs to generate ideas
applicable across our strategy range.

At each stage of the investment process - screening,
idea generation, stock selection, portfolio construction,
and engagement - our strategies benefit from analyst-led
top-down and bottom-up analysis across global sectors
and geographies, enhanced by thematic insights from
our ESG team.

Our investment and ESG analyst teams work together to
produce targeted, relevant and timely analyses of themes,
sectors and companies. This holistic approach enables fully
informed investment decisions. We aim to protect and drive
performance by understanding company fundamentals,
with a strong emphasis on selecting credible businesses
that offer long-term growth and resilience.

This integration approach is not binding on the investment
manager's decision beyond any specific criteria in the
relevant mandate or fund prospectus.

Research

Within our equity investment functions, we leverage a wide
range of ESG data and analytics tools. These include our
in-house corporate ESG score, Elements 2.0, which indicates
how companies manage their level of sustainability risk,
environmental data and Principle Adverse Impact (PAI)
indicators, supported by our PAI Notation Tool (PAINT).
These tools are integral in embedding sustainability issues
across our portfolios, and provide a broad base level
coverage. See the section on managers and service
providers for more information on our use of data.

This is augmented by qualitative insights, allowing for

a nuanced understanding of ESG impacts and opportunities
within our investment views. Our equity research notes are
a testament to this approach, as these contain bottom-up
assessments of material ESG issues that influence our
fundamental views.

To supplement the bottom-up analysis into the investment
process, our Sustainable Investing team produces thematic
research focusing on sector trends that enable a more
forward looking understanding of investment relevant
themes. 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.

22 Any companies mentioned are for illustrative purposes only and are not intended to be an investment recommendation.

Connectivity

Our framework emphasises the importance of connectivity
through investment forums, shared research and joint
engagement efforts. This collaborative ethos ensures ESG
insights are deeply integrated within our team and across
the sector hubs of the equities team.

The Sustainable Investing team’s close collaboration with
equity analysts fosters bottom-up research and sector
specific sustainability trends analysis. The equities and
ESG teams collaborate to identify and conduct engagement
activity together. Engagement outcomes are discussed
and inform investment views on an ongoing basis.

This collaboration leads to an enriched investment picture.

A good illustration of this collaborative mindset is our joint
engagement activity with TotalEnergies, conducted with
global equity portfolio managers. The focus of our dialogue
has been on the company’s transition strategy and how this
feeds into their business strategy. In particular, we discussed
the guidance on Return on Average Capital Employed for
their renewable power segment. You can read more about
our history of engagement with TotalEnergies in their case
study. This positive outlook led to an increase in our holding.
TotalEnergies was a top holding contributing to performance
in our Global Equity Income strategy 2.

Collaboration between the equities team and the ESG team
also enables impactful stewardship activities.
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Portfolio construction

At the initial screening stage, we implement baseline
exclusions and SFDR related screens where applicable.
We also incorporate sustainability trends at a sector level
within our capital allocation decisions. By embedding
thematic research within the investment process, portfolio
managers can take a comprehensive view of holdings with
regard to position weighting relative to benchmarks, sizing
and risk management. It is in the best interest of our clients
to ensure that any risk exposure taken within the fund or
mandate is adequately compensated for, which our ESG
integrated approach contributes to by ensuring that both
fundamental and technical factors are well accounted for.

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. Our regular meeting cycle facilitates
the generation and debate of coherent, high conviction
ideas across the equity team and the company’s wider
investment platform, including the other public markets
investment desks.

Evaluate and monitor

We conduct strategy level reviews on a quarterly basis.
This ensures ongoing evaluation and refinement of our

ESG integration. These reviews include a review of the
strategy’s ESG characteristics, including ESG scores as well
as the emissions profile of our portfolios. This enhances
our understanding of sustainability risks of our investments,
as well as helping us prioritise engagement opportunities.
The quarterly evaluations feed critical information back

into the research and portfolio construction processes.
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CASE STUDY

Antofagasta:
Mining companies
and water usage

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

Antofagasta is a Chilean based copper mine operator,
which also runs a rail network and manages a water
distribution concession. Copper is crucial for energy
transition technologies, and its demand is expected to
exceed supply this decade as electricity demand grows.

Water management is a critical issue in the mining industry,

as water is often taken from groundwater sources, directly

competing with local communities. Taking into account the

high environmental impact of the industry, we have long
engaged with companies on how these impacts are
managed, and have sought expert views on the human
rights impacts of copper mining in Chile, given the current
social and political environment. This contributed to our
understanding of the steps that Antofagasta is taking to
improve their impact on the region, particularly at their
Los Pelambres mine.

Antofagasta’s desalination project at the mine uses
seawater instead of freshwater, which is used by local
communities, to meet 90 per cent of the operation’s water
requirements. This initiative demonstrates Antofagasta’s
proactive approach to foster positive relations and avoid
potential conflict around water usage. We also continue
to engage with the company on board oversight.

Public

Impact on portfolio positioning

On our UK equities desk, positioning on the mining sector
shifted in 2024 following a review of the near-term drivers,
as well as sustainability risk management. Antofagasta
demonstrated positive momentum on community relations,
providing a point of differentiation in a sector challenged
with social issues, which have been an overhang for some
of their peers.

We reduced or exited positions in a number of mining
companies due to several factors including commodities
exposure and ESG concerns. In contrast, we purchased
Antofagasta across multiple UK equity funds and held an
overweight position relative to the benchmark.

Due to a variety of factors, the company has been additive
to performance across our UK equity portfolios over the
year, performing strongly since initiation.
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CASE STUDY

National Grid:
Implications of
UK electricity
demand

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

The UK’s Electricity System Operator anticipates significant
growth in electricity demand by 2035, driven by the
expansion of renewable energy generation and the
electrification of transport and heating. National Grid, the
largest electricity network operator in the UK, is a critical
infrastructure entity in the decarbonisation of the UK grid.

The investment thesis was supported by National Grid’s
potential for higher equity returns, enhanced cash flows,
and increased capital expenditure. Additionally, the
company ranked in the top quartile across several ESG
metrics, including MSCI ESG scores and our Elements

2.0 score. While these data inputs provided baseline signals
in our evaluation of the company, we supplemented these
with qualitative insights to gain a deeper understanding

of National Grid’s ESG performance and strategic direction
as a beneficiary from the transition. We have been
engaging in positive dialogue with the company on a
multi-year basis on the level of transparency underpinning
their climate targets, executive remuneration, and
long-term climate strategy.

Public

Impact on portfolio positioning

Throughout 2024 the company has been a vital player in
the decarbonisation of the UK Grid, a key investment theme
for equities. A positive view of the company was maintained
in 2024, reinforcing high conviction and a buy rating on
the stock. As at end 2024, National Grid was a top ten
position within most of our UK equity strategies. Notably,
in 2024, our position was increased by participating in
this year’s rights issue. Throughout the year, the holding

in National Grid has performed well for a variety of reasons,
and this has contributed positively to performance across
our portfolios.
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ESG integration in fixed income - corporate credit

Our fixed income teams integrate ESG factors into
their investment decision making process. The ESG
integration approach aims to enhance investment
performance, manage risks, and capitalise on
opportunities through a structured, consistent and
repeatable process that involves close collaboration
between ESG credit analysts, fixed income credit
analysts and portfolio managers.

While we apply ESG integration at a functional level and
throughout credit research, each desk may consider and
apply ESG factors differently based on credit quality, sector,
portfolio objectives and constraints, jurisdiction and time
horizons. The credit desks include investment grade, high
yield, emerging market debt, buy and maintain, liquidity
and liability driven investment among others.

Given the need for close collaboration, our asset class
specific ESG Credit Integration team is structured so that
ESG analysts have both sector and desk responsibilities.
This enables a partnership mindset with both credit
analysts and portfolio managers.

This integration approach is not binding on the investment
manager's decision beyond any specific criteria in the
relevant mandate or fund prospectus.

Research

ESG factors are taken into consideration in research

and issuer analysis by our fixed income research team,
capturing instances where ESG considerations can be
financially material to investment performance. The base
level coverage leverages our quantitative metrics, including
the in-house corporate ESG score, Elements 2.0., which
indicates how companies manage their sustainability risks;
environmental data and Principle Adverse Impact (PAI)
indicators, supported by our PAI Notation Tool (PAINT).
This is complemented by qualitative analysis. Our credit
research reports evidence how ESG considerations have
been reflected into investment views. In order to support
this exercise, we developed a credit specific proprietary ESG
Materiality Map in 2024. The tool enables the identification
of the most material issues for each sector as well as
guidance on potential quantifiable impacts and expected
time horizons. This acts as a guide for bottom up analysis.

Credit analysts also evaluate issuers’ governance practices
as part of their credit research and assign Good Governance
ratings (Green, Amber or Red) for issuers they cover.

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 dialogue.

To complement the bottom up analysis, ESG credit analysts
present thematic sectoral insights targeted to investment
needs in credit investment forums. Research insights

are presented on a regular cadence and on an ad hoc
basis such as ESG thematic presentations and issuer and
regional insights.
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Approach The collaboration between portfolio managers, credit
The quantitative data and qualitative research notes are

1. Highlights accessible to all public markets investment teams through Fixed income daily meetings A discussion forum Whgre E[SG issues are also raised with investment
our portfolio and research management platforms. teams as well as traditional news and investment updates.

ESG considerations form part of investment meetings,

2. Strategy . : - ) Bi-weekly sector-level meetings A forum for discussion. of septor and issuer level matters. These meetings
some of which are listed in Figure 10: y g include sector thematic insights.
3. Integration > Discussing new topics of interest in the EMD corporate sector plus

Emerging markets debt corporate

weekly meeting potential bond issuances, positioning and research pipeline. This includes

ESG developments at sector and regional levels.
4. Holistic stewardship

Updates on the investment universe and discussion of sector and issuer
level recommendations across different time horizons. ESG team members
attend.

Buy and maintain monthly investment

) universe meetings
5. Providers

Aimed at revisiting names currently in the internally defined investable
Liquidity annual reviews universe; designed to reassess the inclusion of an issuer in the universe
and to highlight any new developments.

6. Afterword

7. Governance

Source: Aviva Investors, as at December 31, 2024.
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The ESG credit team, portfolio managers and credit
analysts seek to actively engage with issuers throughout the
fixed-income issuance cycle. Interactions with management
(new issue roadshows, earnings calls, etc.) provide valuable
opportunities to address concerns on new bonds and the
broader company strategies and market developments.

We seek to conduct engagement activities collaboratively -
whether proactive on our stewardship priorities or reactive
to emerging issues - so that the insights can be integrated
into investment views where material. The credit team works
closely with the stewardship team and other investment
desks in issuer level dialogues.

In 2024, the ESG credit team led thematic sector
engagement initiatives on several issues deemed as
financially material or likely to become so. Examples include
our engagements with European banks on climate transition
risks, and global telecommunications on data privacy and
security risks.

Portfolio construction

We help translate ESG analysis into actionable insights that
can be reflected in portfolios, which could influence capital
allocation and also support idea generation. This includes
the presentation of sector level insights that can feed into
sector weightings, and tailored research to give nuance

on the time horizon of material ESG issues.

Evaluate and monitor

We hold detailed desk level reviews on a quarterly basis,
primarily to evaluate the ESG performance and positioning
of our credit investment desks. The aim is to enrich the
investment picture by bringing together quantitative and
qualitative insights, for a better understanding of how
sustainability risk is managed at a portfolio level. In addition
to ESG scores, we also aim to understand portfolios’ carbon
emissions trends and climate risks. These forums provide

a basis for challenge, such as scrutinising holdings of
concern and identifying areas for enhancement.

When ESG risks are identified, we may undertake
additional analysis or engage directly with issuers to

gain a comprehensive understanding of the exposures.
The reviews also help with the ESG research pipeline and
identify information sharing and collaboration opportunities
between the desk and the sustainable investing team.

The ESG analyst with responsibility over the desk under
review leads the process, ensuring that targeted insights
are effectively communicated from across our sector
coverage and across the sustainable investing function.
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CASE STUDY

UK water:
Management of
environmental
risks influencing
our credit views

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

Environmental performance has deteriorated in the UK
water sector in recent years, evidenced by the increasing
numbers of serious pollution incidents and sewage spills
from storm overflows. We believe this to be due to the
long-term failures in infrastructure investment within

the sector.

According to a 2024 environmental agency report, only

16 per cent of all surface waterflows and 16 per cent of
rivers in the UK achieved a good ecological status in 2019.
Sewage treatment works and sewer overflows by UK water
companies prevent 36 per cent of water bodies from
achieving good ecological status by disrupting the natural
balance of nitrogen and phosphorus in rivers and lakes.

In 2024, the Water Services Regulation Authority, or Ofwat,
attached significant financial incentives to environmental
performance via the framework launched in the Price
Review of 2024 (PR24). Failure of water companies to meet
deliverables could incur substantial penalties while funding
cuts risk further environmental underperformance across
the sector.

Our ESG analysts worked closely with the credit analyst

to analyse Ofwat’s customer and environmental framework,
examining targeted and projected performance across

10 UK water companies. This assessment leveraged insights
from the substantial sector engagement we undertook in
2023 (see our 2023 Annual Sustainability Review, page 84).

Public

Impact on portfolio positioning

Given the continued deterioration of environmental
performance, and lack of sufficient management of the
issues, our credit analysts downgraded the Good
Governance ratings of all issuers in the sector to Amber.
One specific issuer was downgraded to Red, indicating
the importance of our concerns around misreporting and
breaching environmental laws. We have sought to take
a holistic approach by also engaging with Ofwat for a
regulatory environment that is conducive to increased
investment in water infrastructure and the much needed
improvement of environmental performance.

Our joint analysis led to issuer specific recommendations
based on the assessment of PR24, resulting in portfolio
changes across several desks. The reductions were mainly
in holdings, but we also made selective trades to improve
the quality of our investments.



https://www.gov.uk/government/statistics/england-biodiversity-indicators/21-surface-water-status#:~:text=In%202019%2C%2016%25%20of%20rivers,in%20high%20or%20good%20status
https://committees.parliament.uk/committee/62/environmental-audit-committee/news/160246/chemical-cocktail-of-sewage-slurry-and-plastic-polluting-english-rivers-puts-public-health-and-nature-at-risk/
https://committees.parliament.uk/committee/62/environmental-audit-committee/news/160246/chemical-cocktail-of-sewage-slurry-and-plastic-polluting-english-rivers-puts-public-health-and-nature-at-risk/
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
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CASE STUDY

US waste
management
companies and
landfill methane
eMmissions

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

The US Environmental Protection Agency (EPA) is
increasing focus on landfill methane emissions, responsible
for over 14 per cent of the US annual methane output.
Recent studies indicate that methane collection efficiency
is lower than thought, resulting in 75 to 200 per cent higher
leaked emissions than previously estimated. The EPA’s

2024-27 plan emphasises enforcing landfill methane
regulations, potentially resulting in fines and increased
operational costs for non compliance. At the time of
analysis, we perceived this increased scrutiny may require
higher capital expenditure for monitoring and capturing
methane leaks.

However, there are key opportunities in recycling and
renewable natural gas (RNG). At the time of analysis,

we perceived the industry is enhancing recycling and
converting methane into RNG to boost revenue and cut
fuel costs, thus increasing profitability, especially amid
rising commodity prices. Waste management companies
are also crucial in preventing high concentrations of PFAS
in landfill leachate from contaminated groundwater through
innovative treatments. PFAS in landfills could potentially
be EPA’s next area of focus. Considering these key
environmental risks, we assessed top sector performers.

Public

Impact on portfolio positioning

Our ESG credit team worked closely with portfolio
managers to assess the sector, with a view to increasing
exposure to best performers who would benefit from this
trend. Following internal discussions, Waste Connections
(WCN) emerged as a standout in emissions management,
circularity, PFAS risk management, and clean energy.
The company effectively managed risks while controlling
costs, seizing opportunities, and achieved strong ESG
performance alongside profitability. Whilst formed in
mid-2024, our investment thesis around the economic
opportunity of landfill methane capture remains compelling
despite potential regulatory shifts.

We complemented this view by engaging with the company
on issues such as landfill methane emissions and PFAS
risks, leading to incremental improvements in methane
detection and capture and monetisation. Recognising

the strong ESG performance and financial synergy at that
time, the investment team added Waste Connections to
two of our Canadian portfolios.



https://www.epa.gov/lmop/basic-information-about-landfill-gas
https://earthobservatory.nasa.gov/images/152825/satellite-data-suggest-us-methane-emissions-underestimated
https://earthobservatory.nasa.gov/images/152825/satellite-data-suggest-us-methane-emissions-underestimated
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Deteriorating property conditions in UK social housing has Several portfolio changes were made following this
Foreword been a significant policy concern since the Grenfell Tower research:

[ ]
UK HOUSlng tragedy in 2017 and public outcry following a child’s death

from mould exposure in 2020. A 2022 report highlighted

ASSOCiatiOnS' that 13% of homes in the social rented sector failed to meet
o

the decent homes standard in 2020, with ongoing concerns

Approach « Avoided one new issue from a housing association

in September due to a lack of comprehensive stock
Highlights d ® about damp and mould complaints. In response, the Social SRR A [DOEIF Tonee e O ol Cordiz:
ESG rl \/ erS Housing Regulation Act (2023) has introduced stricter « Sold another issuer due to deteriorating operating
consumer and property condition standards, including the margins driven by steep increase in fire safety costs

[ J
. Strategy f d removal of penalty caps and the introduction of a statutor from the forced merger with another entity.
Ol 1Nncrease penalty cap y

complaints handling code. Additionally, long-term « Downgraded investment rating on a third issuer
. 3 sustainability policies from the UK Climate Change Act because of its outlier on energy efficiency with ~60%
- Integration malntenance (2008) and the Environment Act (2021) will shape future stock at EPC C or below.
building regulations through the Biodiversity Net Gain As per our thesis, ESG risks have materialised in 2024,
. Holistic stewardship and develOpment Policy and Future Homes Standard (2025). playing a part in the downgrades in credit ratings due to
Following engagement with companies in the sector in substantial investment required in stock. For example,
CO StS 2023 (see our 2023 Annual Sustainability Review, page 98), one of the housing associations referenced to above was
we continued to conduct research on asset quality and downgraded by Fitch Ratings (A to A-) on October 2024,
development cost pressures for housing associations, and S&P Global Ratings revised the outlook for another
where the collaboration between credit ESG analysts, housing association from “stable” to “negative” in June
credit analysts and Portfolio Managers has been crucial. 2024, in line with our previous internal assessment
In addition to desk research and insights from our past downgrade.
. Governance engagements, we have also leveraged investor industry
initiatives such as Social Housing Sustainability Reporting
Standard. We brought together these views by producing
an internal ranking of the UK Social Housing Sector
exposures’ relative performance on asset quality risk,
with a focus on fire safety, property condition and energy
efficiency. This included stock audit process and results,

investment plans and level of deployment and status
of remediation against heightened standards.

. Providers

. Afterword

. Appendix

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.



https://committees.parliament.uk/committee/17/levelling-up-housing-and-communities-committee/news/172247/social-housing-tenants-complaints-of-uninhabitable-homes-must-be-addressed/
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
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ESG integration in fixed income - sovereign debt

ESG considerations are integrated throughout our
sovereign investment process, in line with the four
pillar approach. Our sovereign ESG research centres
on factors that can impact entire economies -
leveraging data, qualitative insights and engagement.
This research is developed in partnership with
investment teams, ensuring it is tailored to the
distinct drivers of returns for developed and
emerging markets. Our investment decision makers
are receptive and well equipped to incorporating ESG
insight into portfolio construction where material,
supported by continuous monitoring and review, all
with the aim of enhancing investment performance.

This integration approach is not binding on the
investment manager's decision beyond any specific
criteria in the relevant mandate or fund prospectus.

Research

Our proprietary sovereign ESG score (see Figure 11)
provides a comprehensive overview of the ESG profiles

of sovereign debt issuers including on emissions, inequality
and institutional strength. The score enables peer
comparisons, trend analysis and is complemented by
additional metrics such as wealth adjusted data, serving

as a starting point for identifying potentially material risks
and opportunities for further investigation.

Figure 11: Proprietary sovereign ESG score framework

Proprietary sovereign ESG score indicators to assess securities

Environmental m Governance

« Environmental
performance

 Inequity

« Human

« Natural hazards development

Analysis * Gender

e Inclusiveness

by country

Note: for illustrative purposes only.
Source: Aviva Investors, as at December 31, 2024.

Our specialist ESG analysts conduct qualitative research
to provide more holistic, timely and forward looking
assessments of issuers, events and themes, guided by
materiality to specific investment cases. In 2024, this
included generating insight related to the potential
implications of a series of major elections, including in
South Africa. Our research can also benefit from insight
gained through our holistic approach to stewardship,
including engagements with policymakers.

ESG score per security

e Business
environment

« Governance
perceptions

- State fragility

e Press freedom
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Connectivity

ESG analysts collaborate closely with sovereign investment
desks, actively participating at various forums. This enables
us to share high frequency, verbal updates on ESG
watchpoints at morning meetings and partner with other
analysts on more in-depth stock takes at weekly and
monthly sessions, with a focus on emerging markets.

By dividing individual responsibilities between developed
and emerging markets, we are able to build partnerships
with relevant individuals and investment desks. This
approach helps ensure our insights are developed and
presented together with the relevant fundamental,
macroeconomic and investment views. Our quantitative
data and qualitative research notes are accessible to all
public markets investment teams through our portfolio
and research management platforms.

We also collaborate to establish and deliver against
our sovereign engagement priorities, ensuring they are
investment-relevant and that we grasp all opportunities
for dialogue (for an example of this, see our case study
on our engagement with policymakers on national
transition plans).

Portfolio construction

Partnering with investment teams to deliver tailored insight
at key decision-making forums enables us to play an active
role in the idea generation process and in monitoring issuers,
events and themes that directly influence portfolio
positioning. The frequent, action-oriented interactions
between ESG sovereign specialists and investment teams
also helps build a deeper understanding of the sustainability
factors that can impact returns across different desks.

Our insight extends to specific ESG labelled bonds, where
relevant. We also play a role in monitoring sustainability risks
that can determine fund restrictions on certain sovereign
issuers for relevant strategies.

Evaluate and monitor

Our sovereign ESG specialists lead quarterly ESG
portfolio reviews for relevant strategies, ensuring the
ESG characteristics of portfolios are widely understood.
This process allows us to champion our insights and set
research priorities. Where applicable, we also compare
the ESG profile of current holdings against potential
alternative investments.

Additional oversight from the Investment Oversight
Committee can prompt involvement from Aviva Investors’
risk function when potential ESG risks are elevated.

Their involvement brings further reassurance that we

are aware of, and compensated for, material risks.
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CASE STUDY

Identifying
positive ESG
momentum
Oon sovereign
1ssuers

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

Morocco scores below peers on our proprietary

sovereign ESG score, although it screens more positively
on a wealth adjusted basis. As part of our regular scanning
of the investable universe we tracked a positive trajectory
of reforms in Morocco aligned with the government’s

‘New Development Model’ agenda. The agenda aims to
advance human development and strengthen the business
environment, which we saw as having the potential to
boost growth, promote inclusion and address sources

of social unrest.

Morocco has also taken steps to improve water
infrastructure following the recent drought, which
undermined agricultural production, employment and
growth. Despite its current dependence on fossil fuels,
Morocco’s ambitious climate policy framework and strong

renewables development contributed to its eligibility for
the IMF’s Resilience and Sustainability Facility, allowing
for an arrangement worth $1.3bn.

Public

Impact on portfolio positioning

Following the positive ESG assessment and momentum,
Morocco was identified as a potential investment opportunity.
The investment team actively sought to gain exposure to
the market in our emerging market debt strategies, once
valuations provided this opportunity. The debt instruments
have performed well and provide further evidence of the
added value of fundamental sustainability research in
supporting idea generation for active portfolios.
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CASE STUDY

Canada:
Immigration
policy risks

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

Canada scores comparably to peers on our proprietary
ESG score, with strong social and governance
performance. In late 2024, our ESG team highlighted the
prospect of stricter immigration policies, reflecting growing
concerns about Canada’s capacity to absorb the current
rate of population growth. Immigration has been key to
Canada’s recent economic growth and contributed to
the working age share of an ageing population. We also
identified looming political turbulence, the potential for
pre-election government spending, and risks to
decarbonisation policies.

Public

Impact on portfolio positioning

In August, the investment team implemented a Canadian
yield curve steepening trade. The yield curve steepens
when short dated bonds outperform longer dated ones.
These trades typically benefit when the market anticipates
more interest rate cuts (which can result in lower yields
and higher prices for shorter-dated bonds; hence the
outperformance). The trade was supported by easing
inflation, gradually rising unemployment, and our strategy
team’s identification of the potential for more significant
rate cuts.

A larger interest rate cut by the Bank of Canada in October
2024 supported the trade. However, uncertainty around
the US election, along with the rising ESG risks we had
identified posed headwinds. In particular, the prospect

of lower immigration could lead to tighter labour markets,
short-term inflationary pressure and slower rate cuts.

As a result, the investment team began reducing the size
of the trade and taking profits.

Shortly after publishing our ESG note, the Canadian
government announced plans to significantly reduce
immigration from 2025. This, alongside US market moves,
contributed to the flattening of the yield curve after we
had exited the trade. By proactively monitoring ESG risks
and collaborating across the ESG, strategy and investment
teams in London and Toronto, we effectively managed

the trade, avoided risks and supported investment
performance.
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ESG integration in multi-asset

Within our multi-asset solutions, there are several
aspects that are fundamental to our philosophy
and investment process across the entire range

of funds. The first step in the investment process

is determining the Strategic Asset Allocation (SAA),
which we review annually. This sets the long-term
asset allocation to different regions and asset
classes and uses our Capital Market Assumptions,
which are projections about the future performance
and volatility of various asset classes.

Our fundamental view is to invest in a globally
diverse portfolio and when appropriate, invest
into alternative asset classes, to maximise our
opportunity set and increase the potential

for diversification.

Given the nature of investment markets, we believe it is
important to manage solutions dynamically. We therefore
use Tactical Asset Allocation (TAA) within our actively
managed funds in order to seek additional returns.

To truly ensure client needs are at the forefront of what
we do, we look to manage portfolios as cost-effectively
as possible while ensuring sustainability is considered in
the process by utilising our scale and internal active and
passive capabilities. For example, in our more actively
managed portfolios, we invest in strategies from our
Sustainable Outcomes franchise in public and private
markets. We also apply an ESG optimisation process on
specific strategies, with the aim of having a better ESG score
than the underlying markets. Allocations to global equities
also favour companies with lower carbon intensity than
underlying markets. For some strategies, we have a multi
manager research team that helps with the selection

of external managers to ensure they fit our criteria.

Underpinning all of this is ESG integration. We believe

ESG factors can have a material impact on investment
returns, and hence integrate ESG considerations throughout
our solutions.

This integration approach is not binding on the investment
manager's decision beyond any specific criteria in the
relevant mandate or fund prospectus.

Research

When generating investment ideas within the multi-asset
investment process, we consider not only traditional
financial and technical metrics but also ESG factors.

We start with comprehensive ESG data and analytical tools
like our proprietary corporate ESG rating, Elements 2.0,

and third-party data to incorporate ESG perspectives into
both our top-down and bottom-up basket trades. This data
provides a broad base level coverage of ESG issues, which
is crucial for informed decision making.

We do not just rely on quantitative data, as we also conduct
qualitative analysis to gain a more nuanced understanding
of ESG impacts and opportunities. Our multi-asset pre-trade
notes, combine both quantitative and qualitative metrics,
including ESG factors, to produce an overall view. This process
includes an assessment of ESG factors that may impact

on the overall trade idea. In many respects, the formal
consideration of ESG factors helps ensure consistency and
discipline in the evaluation of investment ideas.
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Connectivity

We aim for collaboration between the ESG and investment
teams, ensuring insights are shared on a proactive and
reactive basis that can lead to positive client outcomes.
ESG insights can provide another source of alpha and
enhanced diversification, as in the case of our Japanese
long equities trade, facilitated through collaboration of
ESG analysts and portfolio managers.

The public markets ESG team relay feedback from
engagement and voting activities to the multi-asset team.
We also have the opportunity to collaborate on thematic
engagements. For example, multi-asset portfolio managers
actively participated in our value chain roundtables.

These provided good indications about the bottlenecks,

as well as the potential solutions a particular sector faces
in its decarbonisation. This allows portfolio managers to
understand potential ESG risks and opportunities within

a sector, with a forward looking lens.

Similarly, feedback from country/institutional level
engagements is insightful for both multi-asset portfolio
managers, and the managers of underlying building blocks.

Portfolio construction

Research and connectivity flow into our third pillar.

Our multi-asset portfolio managers integrate ESG insights
into idea generation and portfolio construction where this
adds value to investment outcomes. To ensure timely
insights, the ESG team delivers regular knowledge sharing
sessions to the investment teams, updating 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.

A baseline factor when producing a trade idea is the
House View, produced quarterly. This sets out the collective

view of our investment teams on the current state of global
markets and where they may be heading. The House View
is useful when making TAA decisions, as it allows us to
adjust the portfolio over a short to medium term horizon.
For example, we closed our tactical overweight to Japanese
equities this year for profit.

While the House View focuses mainly on growth projections,
as well as other economic metrics such as inflation and
interest rates, it also accounts for key investment themes
that are likely to be important in global markets in the next
twelve months. The House View involves several investment
teams including representatives from the sustainable investing
team. We aim to integrate material sustainability trends
when determining the firm-wide macroeconomic outlook.

For instance, in determining our fourth-quarter view,
sustainability was discussed as part of the assessment

of the likely impact of President Trump’s proposed trade
policies on US energy, as well as changing competitive
dynamics within clean tech industries. Our ESG analysts
provided insights on specific sectors where decarbonisation
trends are an important driver of the investment view,

like the automobile sector.

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


https://www.avivainvestors.com/en-gb/views/house-view/
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Sustainability Review 2024
3.2: ESG integration in public markets

Evaluate and monitor

Portfolios, trade ideas, and holdings are subject to ongoing
review, including via agreed ESG watchpoints. 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.

By integrating ESG considerations into the appropriate steps
of our investment process, we aim to enhance investment
outcomes for our clients.
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CASE STUDY

Structural
governance
reforms in
Japan

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

Japan has historically faced challenges in corporate
governance, such as low gender diversity on boards,
significant cross shareholdings, and insufficient incentive
structures. These issues have impacted the attractiveness
of Japanese companies in global markets. However, recent
structural reforms and rising consumer prices have made
the Japanese market more appealing from an investment
perspective. For instance, after three decades of low
inflation, and even deflation, its return to moderate inflation
has provided investors with confidence of consumer
spending and investment.

In 2023, our multi-asset and ESG teams explored how potential
governance changes linked to the Japanese Corporate
Governance Code could improve the market’s perception
of value creation at Japanese firms. This code, initially
introduced in 2015, updated in 2018 and 2021 and again

in 2024, aims to promote improved board composition,
diversity of boards and performance linked remuneration.

Additional reforms reduce barriers to takeovers and
promote investor engagement. For example, a key change
brought by these reforms is the reduction of cross
shareholdings, where companies hold shares in firms they
do business with, insulating management from activist
shareholders and locking up capital. Over the past few
years, Japanese regulators have implemented measures
to improve the competitiveness and attractiveness

of Japanese companies, and reinforced the strength of
governance reforms for improved cost of capital.

These combined measures could enable more growth and
innovation, promote greater external investment, and even
encourage more mergers and acquisition (M&A) activity.

Public

Impact on portfolio positioning

As a result of this joint analysis and observing positive
trends in improved practices and the return to inflation,
our multi-asset desk initiated a long position in Japanese
equities in September 2023. Since then, we have
undertaken tactical trades to take advantage of short-term
market conditions. This was notable during August 2024,
when the Bank of Japan increased interest rates impacting
the popular yen carry trade that relies on Japanese rates
being low. The TOPIX initially fell (12.2 per cent in JPY terms)
but rebounded quickly. During this time, we undertook
tactical trades and ultimately closed the position for profit.

While we still hold conviction in the theme of improving
corporate governance, we sold our overweight position
to capture the profit. We continue to monitor valuations
for further potential upside.



https://iclg.com/practice-areas/corporate-governance-laws-and-regulations/japan
https://iclg.com/practice-areas/corporate-governance-laws-and-regulations/japan
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ESG integration in private markets

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

As long-term stewards of our clients’ assets, our duty Strong ESG integration at the start of the process ensures
involves the responsible allocation and management of that sustainability risks are considered as part of investment
capital to create stable income and capital growth. To create decision making and forms part of our wider responsibilities
and protect value, we must balance the needs of clients as an asset manager. We conduct detailed technical

with those of other stakeholders including customers, analysis of every asset, activity or company we consider
partners, communities and the wider society. This is for investment. This process is guided by our in-house
achieved by understanding material ESG factors and screening and due diligence tool, which allows us to assess
sustainability risks that can impact investment returns and ESG factors that may result in potentially adverse impacts
by assessing investments for their potential to adversely on sustainability.

impact stakeholders.

We consider three principal types of risk categories:

a Climate transition risk g Climate physical risk

Policy, legal, technology, and market Event-driven (acute) or longer-term shifts

changes related to climate change that (chronic) in climate patterns with financial
may pose varying levels of financial risk implications for organisations.
to organisations.

ESG integration in private markets is a comprehensive
process that involves assessing and managing sustainability
risks across various asset classes. By incorporating ESG
considerations into our investment decisions, we seek to
help in creating and protecting value for our clients while
contributing to broader environmental and societal goals.

This integration approach is not binding on the investment
manager's decision beyond any specific criteria in the
relevant mandate or fund prospectus.

e Stakeholder risk

The risk of an ESG-related incident or event

caused by our assets that causes harm
to a stakeholder. Under this risk category,
we also consider reputational and
governance risks.
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Sustainability Review 2024
3.3: ESG integration in private markets

ESG integration in cashflow matching

In our cashflow matching asset classes, such as
infrastructure debt, real estate debt, structured finance, and
private corporate debt, ESG integration involves a thorough
assessment of the borrower’s ESG practices and the
potential risks associated with the investment. We engage
with borrowers to obtain relevant ESG data and ensure that
sustainability risks are adequately addressed. If information
received is insufficient to make an informed decision when
considered alongside financial information, we will not
proceed with the investment. This process includes
evaluating the borrower’s commitment to reducing carbon
emissions, managing environmental impacts, and adhering
to social and governance standards.

More broadly, to support our origination strategy we
have recently developed deep dive risk assessments into
high risk jurisdictions, sectors and activities to further
underpin investment decision making.

ESG integration in active equity

For our active equity asset classes including infrastructure
equity, real estate equity, and real estate long income and
direct real estate investments, ESG integration focuses on
assessing the sustainability of the property. This includes
evaluating the energy efficiency of the building, its carbon
footprint, and the potential for implementing green
technologies. We also consider the social impact of the
property, such as its accessibility and contribution to

the local community.
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CASE STUDY

Dutch real estate:
Capturing a
premium through
oolng green

Integration

ESG investment thesis

The increase in corporate demand for offices aligning with
low-carbon objectives and meeting employees’
sustainability expectations, has created a shift towards
prioritising environmental, social and governance (ESG)
goals and well being within office spaces in Amsterdam.

In 2021, 70 per cent of office real estate demand in
Amsterdam was for buildings with energy label of A or
better. Across the Netherlands, studies have shown that on
average, a rental premium of 10.3 per cent can be achieved
by office buildings with green certifications.

The FOZ building is a Grade A multi-let office space
located in the heart of Amsterdam’s business district.

Its sustainable credentials include a BREEAM Excellent
certification and an EPC A++ rating23 The site’s energy is

provided by a connection to the local district heat network,
utilising thermal energy storage technology. This eliminates
the need for fossil fuel usage on site and assists in moving
some of the energy demand away from peak times,
reducing the pressure on the local heat network.

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Private

Impact on portfolio positioning

We acquired the FOZ building in 2022. Since then, it has
performed ahead of business plan expectations.

Furthermore, in 2024, and alongside a substantial metering
and control strategy, FOZ embarked on an ambitious smart
building optimisation programme supported by the Healthy
Workers platform. This platform will assess and optimise
the usage profile of energy and water onsite. These
developments are expected to drive sustainable
performance in operation and enable the building to be
operated at its full potential which could help to unlock
increased value for investors.

In summary, identifying the strong sustainability credentials
of this asset has helped us to capitalise on the significant
green premium in the Dutch office market.

23 BREEAM: Building Research Establishment Environmental Assessment
Methodology; EPC: Energy Performance Certificate.



https://www.statista.com/statistics/1327499/energy-label-a-office-demand-netherlands-by-market/
https://www.statista.com/statistics/1327499/energy-label-a-office-demand-netherlands-by-market/
https://www.emerald.com/insight/content/doi/10.1108/jerer-04-2023-0010/full/html
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3.3: ESG integration in private markets

CASE STUDY

Curtain House:
Materials
retention at
the heart of
retrofitting

Integration

ESG investment thesis

This asset is located in Hackney, home to Victorian
warehouses of which many have been turned into offices.
Curtain House is a perfect example of this with a Grade II
listing but suffering from poor energy efficiency and
internal floor layout. This presented an opportunity to
deliver a deep refurbishment project, with the objective
of realising investment performance through transforming
this Victorian ‘brown’ warehouse to ‘green’. Specifically,
the intention was to deliver best in class office space

in Shoreditch with attractive financial returns through
high quality sustainable design.

Impact on portfolio positioning

The approach we took retained the structure and facade,
preserving historic elements of the existing building while
maximising opportunities to improve the building’s internal
layouts and energy systems. To deliver on this ambitious
project we engaged with our supply chain partners to drive
embodied and operational optimisations in the design.
This involved engagement with design teams to challenge
the energy strategy, aiming for reductions in the forecasted
carbon emissions from operation, and improving the
current Energy Performance Certificate (EPC) rating from E,
the lowest legal rating for a building let to tenants, to A.

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Private

The energy efficiency strategy for the asset now includes:

 replacing the current gas heating system with electric
heat pumps.

ensuring the building can be naturally ventilated through
openable windows, reducing the need for air
conditioning and mechanical ventilation systems.

upgrading the external walls’ thermal efficiency by
increasing insulation and providing double glazing
systems.

installing roof solar PV panels.

providing storage for rainwater harvesting in the
basement.

Once completed, the building aims to save around 3,000
tonnes of CO2 from material construction retention, targets
an Energy Use Intensity (EUI) of 127 kWh/m2 and has
provision for the installation of 85 roof solar panels.

Over a five year period, the project is projected to deliver
a 9.6 per cent internal rate of return to our clients and

their beneficiaries, as well as supporting the provision of
an energy efficient asset to occupiers in the market.
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CASE STUDY

Partnering with
developers at
Merchants Yard,
[pswich

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Integration

ESG investment thesis

The UK government has recently committed to a brownfield
first approach to housebuilding, prioritising funding to
support the delivery of thousands of new homes and
unlock abandoned and neglected sites. Against this
backdrop, we entered into a partnership with Packaged
Living for the development of Merchants Yard, a build to
rent (BtR) scheme for the construction of 163 single family
homes on a brownfield site in Ipswich. A partnership with
Packaged Living would advance the offering of efficient
homes and flexible rent solutions while avoiding future
emissions from fossil fuels.

Achieving highly energy efficient, low-carbon, and low
energy bill homes is not only essential to providing our
clients with access to high quality assets, but also to
ensuring that the homes are attractive to potential renters

in the market who seek to minimise running costs.

This partnership would also serve to accelerate housing
development and support the UK national target of building
1.5 million new homes in five years to address the critical
housing shortage.

Private

Impact on portfolio positioning

Heating and domestic hot water being provided by air
source heat pumps instead of gas boilers, minimum Energy
Performance Certificate (EPC) ratings of ‘B’, and inclusion of
the Home Quality Mark, a national standard which ensures
quality and sustainability. Each home will also be equipped
with an electric vehicle charging point and will be
connected to public infrastructure via pedestrian and cycle
links. In addition, Aviva Investors has actively engaged with
Utopi, a smart monitoring system, to ensure all homes allow
the occupier to monitor and reduce their energy use.

By late 2024 43 dwellings had been completed and the
project continues into 2025.
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CASE STUDY

Assessing risk
in chocolate
production
supply chains

Integration

ESG investment thesis

Our structured and private debt team were approached

to provide supply chain finance (SCF) to a leading European
chocolate manufacturer under a rolling facility.2* While the
borrower in question was very stable and well rated, the
transaction was referred to the sustainability team for their
view, given that chocolate production and manufacturing

is relatively high risk as a sector, owing to supply chain risks
and climate related impacts.

A deep dive into the borrower’s operations, policies and
supply chain oversight revealed that it had already
implemented traceability systems for its cocoa and palm
oil, with coverage among the best in class for the sector
and ambitious targets to reach 100 per cent certification
and visibility to assess, identify and monitor deforestation
risks. It also had robust policies to tackle, identify and
monitor labour issues (such as child labour) within its
supply chain. The business also partners with several
bodies to help improve livelihoods for farms, strengthen
child protection systems, access to quality education,
and adequate community infrastructure.

For illustrative purposes only and not intended as an investment recommendation. Past performance is not a reliable indicator of future returns.

Private

Impact on portfolio positioning

Ultimately, the sustainability team were able to gain
assurance that the borrower had the appropriate policies,
systems, and targets in place to mitigate against the
supply chain risks inherent within the cocoa industry.

The borrower was assessed on the interventions it is
making across its business and its trajectory in relation

to managing the risks.

24 SCF is a subset of Trade Finance and involves early settlement by
the investor of invoices submitted by well established corporates.
The investor takes over the right to receive payment from the
corporate on their normal terms (usually 90 to 180 days).
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Our approach to holistic stewardship

Aviva Investors recognises that the future economy
is likely to look fundamentally different to the
present. Meeting the targets adopted by national
governments at major international summits such
as COP21in Paris25 COP15 as part of the Kunming
Montreal Agreement26, and the UN Sustainable
Development Goals, requires a system-wide
transition of the global economy from which
trade-offs, risks and opportunities will arise.

Company and issuer level engagement is a cornerstone

of our approach to stewardship, but individual companies
do not operate within a vacuum. They are part of a complex
value chain of suppliers, customers and partners, as well
as an ecosystem of competitors and peers, all of which
exist within the policy and regulatory landscape shaped and
enforced by national governments. The latter, in turn, operate
as part of an extensive network of intergovernmental
frameworks and agreements, which are overseen by
international institutions. As such, the efficacy of corporate

We aim to foster a feedback loop between each level
of engagement and our investment desks

As an investment manager and steward of our clients’
capital, we believe that engaging across different levels

of the financial system and the real economy to support this
transition is a key part of maximising the long-term value
of our clients’ investments. We also believe this can help
in enabling clients to meet any sustainability goals, such

as net zero emissions targets. Doing so effectively requires
us to understand the levels of engagement we can utilise,
what they are capable of achieving in their own right,

but also to recognise their inherent limitations within

a complex and highly interconnected system.

engagement is limited if the overarching rules, regulations
and incentives, which govern the financial system and real
economy, are misaligned with sustainable operating models.
The existence of systemic issues, also known as market
failures, requires correction by policymakers and regulators.
But as financial market participants, we believe we have

a responsibility to use our position and insights across the
system to support the stakeholders in making well informed
and timely corrections (please refer to the promoting
well-functioning markets section for more information).

That is why we look to augment our company level
dialogue through targeted engagement across different
levels of the system.

Our value chain engagement programme is a prime example
of this, where we convene key players within hard-to-abate
sectors such as energy, transportation and construction, in
order to understand barriers impeding transition and identify
corresponding solutions. These engagements not only help
to refine our asks of companies, but also the development

of tangible and practical recommendations for policymakers,
regulators and international institutions, to support them in
establishing the enabling conditions within the market that
align commercial drivers with sustainable pathways.

We refer to this multifaceted approach to stewardship,
where we aim to foster a feedback loop between each level
of engagement (please see the next page for more
information on our levels of engagement) and our investment
desks, as ‘holistic stewardship’. We believe it to be the most
effective and impactful way for Aviva Investors to support
the necessary systemic changes to deliver the investment
and real world outcomes our clients seek. It involves an
ongoing process of dialogue, partnership, challenge,
iteration and refinement, as well as consistently striving to
develop more effective means of collaboration across our
stewardship and investment teams. You can read more
about our holistic approach to stewardship here.

2 The Paris Agreement | UNFCCC
26 COP15 Landmark Biodiversity Agreement


https://unfccc.int/process-and-meetings/the-paris-agreement
https://www.unep.org/news-and-stories/story/cop15-ends-landmark-biodiversity-agreement
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/09/investment-stewardship/
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Approach to engagement

roreword We have identified different levels of the system Figure 12: Holistic stewardship - stakeholder engagement across multiple levels
where there are opportunities to engage and bring
Approach about change, and which form component parts of . o
our holistic approach to stewardship (see Figure 12). International institutions
1. Highlights Across all levels of engagement, Aviva Investors recognises
the power of working collaboratively with fellow investors Country
2. Strategy and financial actors. This can involve direct meetings
or written communications with companies alongside
other investors as part of a broader initiative, or participating Value chain
3. Integration in initiatives which support investors in engaging with
sovereign issuers, with whom opportunities to engage
. . major issuers are scarce. Sector
4. Holistic stewardship >
Issuer
5. Providers
Direct

6. Afterword

Aviva Investors recognises
7. Governance the power of working
collaboratively with fellow
investors and financial actors

8. Appendix Source: Aviva Investors, as at December 31, 2024.
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€ Direct

Recognising the importance of balancing the needs of
clients with other stakeholders in creating and protecting
value - particularly within the private markets context - Aviva
Investors collaborates with customers (including borrowers
and occupiers), suppliers, and the local communities in
which we operate, throughout the process of structuring
deals and transactions, as well as through ongoing asset
management. In private debt asset classes, for example,
we actively engage in transactions by creating covenants
and incentives that mandate or encourage positive
environmental and social outcomes. In our equity
investments, where we own assets directly, we focus asset
management resources on engaging with occupiers and
suppliers to reduce building energy use and engaging with
communities through funding programmes to create
positive social outcomes.

Systemic challenges such as
climate change necessitate

a system-wide response across
the global financial system

and those that oversee it

Q Issuer

Engagement and actively exercising our voting rights are
fundamentally important in our stewardship and investment
processes. They are key to supporting long-term value
creation and enabling the outcomes our clients and
beneficiaries expect. We seek to establish supportive and
constructive relationships with the companies in which we
invest, whether through bond holdings or share ownership.
This is in order to influence corporate practice which can
support delivery of financial or sustainable objectives, as
well as provide us with insights to better understand and act
upon investment risks and opportunities. We are keen to
understand the specific business and commercial context
of a company, and carefully consider the explanations that
companies provide for departures from best practice, to
ensure that bespoke arrangements provide appropriate
checks and balances and protection for investors.

9 Sector

We engage with multiple companies within an industry to
address structural problems that individual engagements
with companies will not remedy by themselves.

e Value chain

In a similar vein to sector level engagement, some solutions
may have to come from collaboration between different
entities - for example, companies responsible for significant
carbon emissions and those that rely on their products. This
therefore requires engagement within, and across industries,
to understand barriers and identify corresponding solutions.

Country

Country level stewardship is conducted with national
policymakers and regulators, including finance ministries,
climate ministries and central banks. We undertake this
engagement as a sovereign bondholder as well as a financial
market participant and investor in the broader economy.
Through mutually beneficial dialogue, we seek to gather
information to inform investment decisions and use our
voice to support sustainable policymaking, grow the pipeline
of sustainable investment opportunities, and promote well
functioning markets.

International institutions

Systemic challenges, such as climate change, necessitate
a system-wide response across the global financial system
and those that oversee it. This means that effective
stewardship efforts must also have an international focus,
which is why we engage with global policymakers,
regulators, and standard setters, as well as other key
institutions and stakeholders. The intention behind this
engagement is to accelerate system-wide reform of the
national and intergovernmental institutions which oversee
global markets to support in aligning the system and
financial flows with global goals. This activity works in
lockstep with our country level engagement.
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Measuring engagement outcomes

Foreword

In recent years, we have seen increasing levels We use this insight to help decide what our engagement Figure 13: Breakdown of 2024 sustainability
of interest from our clients for us to evidence the objectives can be and share this during or after our engagements by geographic region
Approach outcomes from our corporate engagement activities interaction with an is.suer. We may also sjhare insights
. . . from our benchmarking to help companies understand
and to have continually improved our approach in : . e . .
their competitive positioning. Our interactions are
1. Highlights this area. Within our public markets investments, recorded in an internally managed database, outlining
ahead of our corporate engagements, we conduct a any recommendations made. The recommendations
2. Strategy gap analysis of the company to understand how their are monitored, reviewed and any outcomes logged if
policy, practice and performance may be aligned to and when observed .(achievement of outcomes may
. our expectations. For our priority themes, companies take place over multiple years). Regional
3. Integration are benchmarked against their peers. Where necessary, we may look for alternative forms of Breakdown
engagement and voting activity if progress is not observed
4. Holistic stewardship > (our approach to alternative forms of engagement, including

escalation and voting, is described in the rest of this section).
We will determine what further engagement and voting

5. Providers approach is required based on the responsiveness of the
company, the severity of an issue and the urgency of an

intended outcome.
6. Afterword

The next two pages show an overview of our key Europe ex UK 26.2

engagement statistics from 2024. . North America 24.2

7. Governance B uk 23.2
B Asia 16.3

8. Appendix . Australasia 4.7
@ Latin America 3.5

B Africa 1.9

Source: Aviva Investors, as at December 31, 2024.
All percentages may not total 100% due to rounding.
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2024 engagement statistics

Foreword Definitions

« Company engagements are defined as
1 ,1 66 interactions with corporate entities on
sustainability and governance issues in
interactions led by the public markets
Sustainable Investing team. Interactions led
by investment teams are not reported here,
however they may have participated in

2. Strategy 76 8 6 O Sustainable Investing team-led

engagements.

« Sovereign engagements are defined as
Total number of companies engaged Total number of sovereigns engaged interactions conducted by the ESG Sovereign

team with countries and multilateral
institutions e.g. the International Monetary

Fund.
1,032 1 34 « We can engage with any given company or a

sovereign more than once in a year.

Approach

Total engagements with companies and sovereign issuers

1. Highlights

3. Integration

4. Holistic stewardship >

5. Providers

Total number of engagements with companies | Total number of engagements with sovereigns " USRI CRECHEITISIES O COmpEriEs
or sovereign issuers are defined as targeted

and tailored interactions including bilateral
meetings, correspondence, group meetings
/. Governance 922 40 and consultation responses.

« Engagement outcomes are changes in the

: . . behaviour of an entity that are in line with
Substantive company engagements Substantive sovereignh engagements one of our prior engagement asks.

6. Afterword

8. Appendix

190

Engagement outcomes
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2 O 2 q b ° These graphs give an overview of the issues raised in our company engagements during the year.
engagement Stat].St].CS The issues relate to our four engagement themes: Climate, Earth, People and Governance.

Some engagements will encompass more than one issue or theme, and one 'theme' may

Foreword transcend different pillars. For example, for the purpose of reporting we have mapped our
hazardous chemicals engagements to the issue, 'People - Product Safety and Quality, however
Approach it can also be linked to nature themes. As such, these graphs should be considered an
illustrative overview only.
Figure 14: Engagement statistics
1. Highlights
2. Strategy

3. Integration

Climate change Governance

4. Holistic stewardship >

5. Providers

6. Afterword

/. Governance Strategy 44% # Biodiversity management 23% ® Remuneration 1% 8 Humanrights 56%
Reporting/disclosures 24% £ sustainable land use and forestry 20% 9 Board structure/ 34% 8 Productaccess, safety 34%
8. Appendix alignment 8 Reporting alignment/disclosures 18% composition and quality
Targets 17% 8 Circular economy and pollution  15% @ Sstrategy, purposeand 10% 8 Public health/nutrition 6%
Lobbying/public policy  10% @ Sustainable food systems 14% financial direction @ Other 4%
Performance 5% @ Water conservation 9% @ Auditand controls 7%
. Lobbying/public policy 1% . Shareholder rights 7%
@ Other 1%

Source for all four charts is Aviva Investors, as at December 31, 2024.
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Approach to escalation

Foreword
‘Engagement first’ philosophy Secondly and more significantly, while divestment sends Considerations for escalation
. ) ) a signal of dissatisfaction to a company, it does not allow , o ,
Within our public markets investments, we promote the . : In making decisions as to whether engagement will be
Approach for a clear communication of a desired future state and

relative merits of engagement over divestment of corporate
holdings as a more effective mechanism of delivering

1. Highlights positive change and outcomes for clients and society.
Our preference for engagement is built upon two key factors.

expecied roadimap for change e prefer tostayinvested escalated, several factors will be considered, including:

and engaged, and partner with issuers, allowing us to « the potential significance of the issue for our investments
continue to influence the direction of travel as well as the and clients

pace of progress. , ) ) , )
e the circumstances in which an issue has arisen

2. Strategy First, there is a lack of critical mass in the market for T il 5 (s, HEmEven S S MEssues
divestment (in the first instance) to be a meaningful tool ’ ’ « relevant best-practice standards and investor guidelines
M there ot t d are necessary to encourage a company to engage on
or change; there is a queue of other investors rea . . : .
8 . y our concerns. Our escalation approach contains several  the reasons and explanations provided by the company

3. Int ti i i
ntegration to take our place should we decide to sell holdings. considerations and different levers available to us.

However, the application of the policy will vary meaningfully

4. Holistic stewardship > on a case-by-case basis, balancing the engagement history « client mandates, preferences and portfolio strategies
and the environment in which the issuer operates.

 the pattern of issues, in combination or over time

« the traction the initiative and objectives will have with
5. Providers wider shareholders, and scope for collaboration with
other stakeholders

6. Afterword

7. Governance

We promote the relative merits of

8. Appendix engagement over divestment of corporate
holdings as a more effective mechanism
of delivering positive change
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Intensified dialogue - bilateral (private): Intervention will
generally begin with a ‘step up’ in private dialogue with
the company. This comes through: a) holding additional
meetings with company management to enhance our
understanding of its stance and help the company to
understand our position; and/or b) meetings being held
with more senior representatives. This year, as part of our
stewardship activities on climate, we arranged meetings
with more senior stakeholders prior to AGMs to enhance
our understanding of company stances, as well as
ensuring a better understanding of our expectations.

Intensified dialogue - collaborative (private):

We recognise the complexities of operating in different
legislative environments. However, we believe
collaborative actions can be a powerful escalation tool.
They may take many forms, including self-organising
investor-led collaborations, formal investor coalitions
and/or collaborations between investors and NGOs.
Collaboration amplifies key messages, gives more weight
to individual asks and increases the incentive for the
company to act. It also reduces duplication and builds
shared capacity between asset managers, as well as
consolidating asks for companies.

3. Leverage shareholder rights: The next step in escalation

sees us using our shareholder rights.

. Intensified dialogue (public): The next step is sharing

concerns with other investors or stakeholders through

a public lens. Sharing this publicly communicates to the
company the importance of issues raised and encourages
them to address these directly. This step can include
public statements (including speaking to the media),
press comments and writing formal public letters,

or attending and asking questions at and/or making
statements of intent at AGMs.

. Capital allocation: Depending on the investment strategy

of a fund, this can take the form of underweighting an
issuer compared to the benchmark, excluding from a
sustainable labelled fund, or non-participation in new
equity or debt offerings.

. Divestment: Divestment will only be used as a last resort

where other escalation levers have been exhausted.
Where we make the decision to divest our exposure

to an issuer due to unsuccessful engagement, this is
likely to be where we see the lack of progress on the
sustainability issue as a material risk to our investment.
We will make clear the conditions for reinvestment
should companies begin to meet our expectations.
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Approach to voting

Votes are determined by the stewardship function

in conjunction with portfolio managers, who inform
decisions by bringing their knowledge and
assessment of company strategy and any special
circumstances. The starting point for vote decisions
is our global voting policy, reviewed on an annual
basis and updated subject to board approval.

The policy covers key governance themes.

These include board leadership and effectiveness,
reporting and disclosures, controls and audit, share
capital authorities, shareholder rights, data security,
executive remuneration, shareholder proposals,
investment trusts, and our process. We also consider
key environmental and social themes.

To support us in making voting decisions on thousands of
meetings a year, we subscribe to research from third-party
providers. Our main provider for voting services since
October 2023 is Glass Lewis. We also subscribe to

IVIS research (provided by the Investment Association)
and MSCI. We use research for data analysis only and

do not automatically follow research provider voting
recommendations. We also receive recommendations
from Glass Lewis based on our own policy, which we can
override in consideration of other factors, including internal
views, additional context provided in external research,
and company explanations.

In 2024, we voted at 99 per cent of meetings at which we
were eligible to vote. Unvoted meetings were primarily due
to additional costs associated with legal and administrative
processes in certain jurisdictions, which outweighed the
benefits of casting a vote.

Given the number of companies we own in our portfolios
(including index funds), we seek to prioritise engagement by
size or value of holding and where it is most likely to benefit
our clients. This allows us to consider additional context
from the company, which occasionally results in us
changing a vote. In addition, our voting policy and

voting records are publicly available, containing our
reasons for not supporting resolutions.

We maintain a database to record our voting and
engagement with companies, which allows us to review
the effectiveness of our work. We review priority
holdings quarterly or half yearly.

There will be times when, despite voting against and/or
engaging with companies, our concerns have not been
adequately addressed. Further details of this are included
within the escalation section.

Significant votes

In line with the vote reporting guidance from the Pensions
and Lifetime Savings Association (PLSA), we provide clients
with details of what we consider the most significant votes
in relation to their portfolios.

The purpose is to help pension trustees meet their regulatory
duties and demonstrate how they are acting as effective
stewards of their assets. Over time, this should give clients
a better understanding of how asset managers are using
their votes to hold management to account and improve the
sustainability of companies.

Here are the key criteria we look at in determining
significant votes:

« whether the vote is high profile or controversial, which may
include a significant level of external interest

« the commercial impact of a vote, e.g., the approval of
a large merger or acquisition

« the potential impact on stewardship outcomes from our
key areas of focus, for example when our voting decisions
seek/have achieved an improvement in the diversity of the
board or more broadly across the organisation

« shareholder resolutions deemed material, e.g., even if they do
not obtain majority support, they are still likely to encourage
the board to address material ESG issues that may otherwise
create risks for the company, such as climate change

« how significant the holdings are in relation to the fund and
our aggregate holding - the larger the holding, the greater
our ability to effect change


https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-1df98e0c-10ad-45f4-97c6-3303158db219_2
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Other voting considerations

Clients

We do not typically consult clients ahead of individual votes,
given the significant practical challenges this would create.
However, we engage with clients on a regular basis to
better understand their preferences and outline our

views on specific vote-related issues.

There may also be occasions where voting exceptions have
been specifically agreed with clients in segregated funds.
But generally we retain responsibility for ensuring voting

is carried out in a manner consistent with our own approach
to stewardship.

If a pooled fund investor asked us to vote in a certain way,
we would first check to see if this request matched the way
we were initially planning to vote. If not, we would look to
accommodate that request in respect of only its proportion
of the total number of shares.

Please see the Conflicts of Interest section for more
information on how we consult clients ahead of votes where
there is or may be a conflict of interest.

Stock lending

We have strict procedures in place that only allow shares

to be lent out up to agreed thresholds. We also recall shares
on loan for the purposes of exercising voting rights where
there is reason to do so (for example, for contentious
meetings or on especially important matters) and when

this is considered to be in the best interests of our clients.

Voting disclosure

In line with best practice, we make all our voting history
publicly available on our website.

For voting disclosure, meetings are updated one month in
arrears (for example, a meeting held on 1 December 2024
will be displayed on 1 January 2025). Our voting disclosure
includes details on each resolution and vote decisions.

In addition to providing the key reasons of any against
votes and abstentions, we provide a detailed rationale on
resolutions we have ‘exceptionally’ supported.

For our standard reporting we also show our voting record
for the fund in question.

Fixed income votes

Voting has the most direct relevance to equity investments
as shareholders have the right to vote at shareholder
meetings, such as AGMs. As the name suggests,
shareholders have an annual opportunity to exercise their
voting rights and hold boards to account.

However, our stewardship principles are also applied to
other asset investment classes such as fixed income and
property, where appropriate. For example, bondholder
meetings may be convened to seek consent from the
relevant bondholders in respect of amendments to trust
deeds or indentures that may affect the terms of the bonds.
Decisions on these will be determined by fixed income
analysts and fund managers based on what they consider
to be in the best interests of the fund and clients.


https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-1df98e0c-10ad-45f4-97c6-3303158db219_2
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2024 voting outcomes

roreword Voting is a crucial part of the investment process Figure 15: Breakdown of 2024 voting activity
and we have had a formal and considered voting by geographic region

Approach policy since 1994. We have explicitly incorporated
responsibility disclosures and performance into our

1. Highlights voting since 2001; we were one of the first asset
managers to do so globally. The statistics below

2. Strategy show breakdowns of our 2024 voting activity.

Breakdown of
3. Integration

2024 voting activity

67,334

4. Holistic stewardship >

5. Providers Total number of votes on resolutions
at 6,354 shareholder meetings

6. Afterword Asia 52.4
North America 16.1
7. Governance Europe ex UK 12.9
UK 11.5
8. Appendix Latin America 4.2
Australasia 2.0
Africa 0.8

Source: Aviva Investors, as at December 31, 2024.
All percentages may not total 100% due to rounding.
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2024 voting outcomes

Foreword
Figure 16: Votes for, against or abstained by voting topic Figure 17: Shareholder resolutions supported by theme

Approach . . .

Topic For Against Abstain Theme For
1. Highlights Anti-takeover measures 82% 18% 0% Earth 62%

Auditors 80% 19% 1% Climate 54%
2. Strategy

Climate-related 77% 18% 5% People 44%
3. Integration Directors 73% 23% 3%

Source: Aviva Investors, as at December 31, 2024.

Related party transactions 84% 14% 2%
4. Holistic stewardship > Figure 18: Number of companies at which we voted against management

Remuneration 58% 40% 2% resolutions or abstained (by engagement theme)
5. Providers Report and accounts 96% 3% 1%

Theme Number of companies

Share issues/capital related 81% 18% 0%
6. Afterword People 1,087

Shareholder resolution 46% 50% 4% i

Climate 67

7. Goverhance Shareholder resolution (supported by 0 0 0

management) 0% 100% 0% Earth 65

Takeover/merger/reorganisation 95% 4% 1%
8. Appendix

Source: Aviva Investors, as at December 31, 2024.
Other 89% 10% 0%

Source: Aviva Investors, as at December 31, 2024.
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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.?”

At present, the financial system contains multiple market
failures, of which there are several types. They undermine
the ability of financial markets to price assets in a manner
that reflects their 'true' cost or fundamental value, as the
information or conditions 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. This can lead to the build-up of
market-wide and systemic risks.

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
undermine the proper functioning of the market.
Therefore they can have a material impact on client returns
and their best interests.

There are several sustainability-related challenges which
pose market-wide and systemic risks, of which climate
change and nature-loss are prime examples, but also
aspects of inequality.

To truly act in the best long-term interests of our clients, we
believe we need to ensure - to the extent we have tools at
our disposal - the financial system and real-world systems
into which we invest their money have integrity and are not
undermined by market failures and systemic risks.

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

We can seek to mitigate these risks through engagement
with our holdings and corporate action. But in the face of
market failures, where there is a misalignment between
sustainable objectives and commercial ones, firms deploying
more sustainable practices within a system that fails to
adequately reward such activity may find themselves at

a competitive disadvantage.

Consequently, through our sovereign engagement and
macro stewardship activity, we work to highlight potential
market-wide and systemic risks with those empowered

to make the changes necessary to rectify market failures.
We develop practical recommendations for policymakers
and regulators. These help to inform them in regard to
introducing targeted corrections which seek to grow the
pipeline of commercially viable sustainable investment
opportunities. They also ensure risk is accurately priced

in the market, and therefore support the creation of a policy
environment aligned with an efficient and just transition
towards implementing high-level government pledges.
Market participants are ultimately dependent on
policymakers and regulators to implement these changes.
However, that does not absolve them of responsibility to
highlight issues where they arise and engage with them

to promote well-informed and effective interventions.

We believe that doing so is a key mechanism through
which we can seek to promote well-functioning markets and
therefore act in the long-term best interests of our clients.

27 FCA Handbook COBS 2.1.1, COBS 2.1.4, COLL 6.6.24 and 6.6A.
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Overview of thematic priorities

Foreword We have determined our engagement priorities based trends and regulation, or adapting to external events that Engagement can be conducted proactively or reactively
on themes that we believe are important to the long-term matter to our clients. The high-level themes will have (for example, in response to a negative event). For proactive

Approach value of our investments (see Figure 19). We also relevance for most investment desks, but the integration of engagements, we have developed engagement plans for our
incorporate preferences obtained through dialogue we the themes, their insights, and the impact of their outcomes priorities, and we identify stakeholders for these plans based
conduct with clients throughout the year. Our engagement will vary given the differing time horizons and investment on factors including, but not limited to, the size of our

1. Highlights themes are regularly reviewed so we can reflect changes objectives of funds. exposure, our active positioning, proportion of capital held,
in the investment environment, including responding to new or the exposure to a risk and opportunity. As a multi-asset

2. Strategy investor we seek to select stakeholders for engagement

so that they benefit the breadth of our clients.
Figure 19: Our 2024 stewardship engagement priorities by theme

3. Integration

4. Holistic stewardship >

Earth People Governance

5. Providers

Financial system reform Nature and biodiversity risks and Human rights
impacts

Strategy
6. Afterword

Boosting low-carbon investment Decent work
in the UK High-integrity nature and carbon

markets

Capital allocation

Just transition Remuneration

7. Governance

Physical climate risk adaptation and
mitigation measures Growing the pipeline of investable
projects

Education

Board oversight and effectiveness

8. Appendix Net zero and decarbonisation
Deforestation

Land use
Water

Circular economy

Source: Aviva Investors, as at December 31, 2024.
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Climate: Transitioning to a low-carbon future

Swift and meaningful action is needed to ensure
the global economy’s transition towards the goals
set out by the Paris Agreement and the climate
ambitions of our clients.

In 2024, Aviva Investors focused climate-related
engagement activity on seeking to drive progress
across our investments, key sectors and value
chains. We’ve also engaged with policymakers and
regulators to establish the supportive conditions
for a system-wide transition.

28 Maria Smith, et al., “Built for the environment report”, RIBA, May 2, 2023;
see also, “Building renovation: where circular economy and climate
meet”, European Environment Agency, July 19, 2023.

The 2015 Paris Agreement set a target to hold the increase
in global average temperature to well below 2°C and pursue
efforts to limit it to 1.5°C, requiring signatories to create
national determined contributions (NDCs) with emissions
reduction targets and other measures. The 2023 global
stocktake confirmed that existing national commitments
were insufficient and emphasised the private sector’s role

in achieving NDCs. It urged countries to enhance policies,
incentives, and regulations to scale up investments for

a global transition. As such, in 2024, Aviva Investors has
advocated for national transition plans to support NDC
implementation. This is part of a “transition plan ecosystem”
in which transition plans from countries, regulators, financial
institutions and corporates inform the ambition and delivery
of transition from each element of the global economy. This
will be vitally important in giving markets greater clarity and
certainty around the direction of policy and therefore help in

identifying and scaling sustainable investment opportunities.

In the UK context, and similar to our work on national
transition planning, we have focused on the need to create
market conditions which enable the £50-60bn per year of
additional low-carbon capital investment required in order
to meet the UK’s net zero target - much of which will need
to come from the private sector. The Boosting Low-Carbon
Investment in the UK Policy Roadmap we published this

year, and the related engagement activity, has aimed to help
policymakers identify some of the key policy measures that
could help unlock the requisite private investment.

This work has complemented and, in turn, been informed by,
our work to engage with both supply- and demand-side
industries. Aviva Investors recognises that achieving

a system-wide transition requires engagement not only

with traditional energy producers like oil, gas, and mining
companies, but also with demand-side sectors like chemicals,
steel producers, and aviation. These sectors face particular
challenges in aligning with a 1.5°C pathway, making targeted
engagement essential. That is why, building on the outcomes
of the (how concluded) Climate Engagement Escalation
Programme (CEEP), we launched the Climate Stewardship
2030 Programme (CS30), which has brought critical hard-to-
abate demand-side industries into focus, reflecting the
interconnected nature of emissions across supply chains.

Private market investors have a central role to play in the
transition towards a low-carbon economy. Buildings and
infrastructure networks, for example, serve as major
contributors to carbon emissions, with 38 per cent of global
energy-related GHG emissions being attributable to buildings
and construction. As such, Aviva Investors has, across relevant
private markets strategies, focused on decarbonising the
built environment to minimise the emissions real estate
produces and to improve the energy efficiency of buildings.
This is particularly important considering 85 per cent of
today’s buildings are projected to still be in use by 2050.28
For all new developments and major refurbishments, we
engage with developers using our bespoke Sustainable
Design Brief, which sets minimum ESG standards and stretch
targets for key EU and UK markets across commercial,
residential and logistical assets.


https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/07/boosting-low-carbon-investment-in-the-uk/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/07/boosting-low-carbon-investment-in-the-uk/
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CASE STUDY

ESG-related
loan stipulations
for Broadwood
Later Living
private equity
Investment

Engagement

Issue

In 2024 we completed a £25m cornerstone investment
into the Broadwood Later Living Sustainable Construction
Finance Fund. The Fund is targeting an attractive
risk-adjusted return of 12 per cent from a portfolio of
construction finance loans to developers of care homes
and retirement living assets. Best-in-class sustainability
standards for developments of this nature are required

to ensure the assets remain attractive to potential buyers
or occupiers.

Action

Throughout the origination period we engaged with
Broadwood to discuss our priority goals for the underlying
loans, focused on developments using air source heat
pumps for heating in place of gas boilers, delivering EPC
ratings of A and minimising upfront embodied carbon
intensity. These are standards contained within our
‘Sustainable Design Brief’, the key document which sets out
our required technical standards for real estate design.

Climate

Outcome

At close, a series of mandatory requirements for
developers were embedded in the terms of the deal.

For an additional layer of security for our sustainability
requirements, we agreed with Broadwood what would
happen if achievement in a category would not be possible
for characteristics unique to a proposed property or
development. In such a case, any exception to the
sustainability criteria and mandatory requirements would
require the absolute approval or waiver of our investment
advisory committee.

The requirements agreed were energy use intensity of

250 kWh/m? considered to be best practice for buildings

of this nature which tend to require above-average

heating and hot water. Further requirements locked into

the terms of the financing were EPC ratings of A, up-front
(the emissions from construction) embodied carbon

of 600kg CO2/m?, air source heat pumps and the installation
of infrastructure to allow for EV charging.

Ensuring these standards are met will protect our
clients’ investment as well as driving better quality in
the underlying assets, to the benefit of the buildings’
occupants.
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CASE STUDY

Engaging with
policymakers on
credible national
climate plans

Engagement

Issue

The Paris Agreement requires signatories to develop
Nationally Determined Contributions (NDCs) which

outline how each country will reduce emissions and build
resilience. Governments submit new, more ambitious NDCs
every five years and the next iterations are due in 2025.

The first Paris Agreement stocktake took place in 2023

and concluded that the world is not yet on track, presenting
material long-term investment risks. At the same time, many
governments are facing elevated debt levels hindering their
ability to take more direct action. Consequently, there is

a growing need for NDCs to attract increasing levels of
private capital to help underpin ratcheted climate ambitions.

At the start of the year, Aviva Investors identified features
of NDCs that could catalyse private investment, including
setting ambitious headline targets alongside information on
the actions governments will take to deliver them such as
sector level pathways, indicative policies and associated
investment plans.

These features would also enable NDCs to act as a step
towards detailed national transition plans which we
consider to be essential to support the long-term viability
of corporate transition plans2e

Action

Our starting point was to communicate our NDC priorities
by sending tailored letters to finance ministers from over
50 countries where we are materially invested. We then
sought to establish a dialogue with policymakers through
proactive bilateral outreach, collaborative initiatives, and
participation at set-piece events.

Climate

This included engaging with sovereign representatives
at COP29, the IMF and World Bank annual meetings,
and through participating as a lead investor in the UNPRI
co-ordinated Collaborative Sovereign Engagement on
Climate Change.

We also engaged with international institutions such as

the G20, OECD, and Coalition of Finance Ministers for
Climate Action, and helped shape industry thinking through
contributions to influential reports and high-profile
speaking opportunities. 3031

Outcome

Our dialogues with more than 15 countries, including the
US, UK, Brazil and Mexico, enabled us to add our perspective
to the policymaking process and gather valuable
investment insights.

Our engagement with institutions and the wider industry also
contributed to investor views on NDCs and national transition
planning gaining significant traction through the year.

We were pleased to see the UAE and Brazil submit their
NDCs in November and include new emission reduction
targets alongside additional detail on the sectoral
transformations that would underpin delivery. The UK also
announced a new ambitious emission reduction target
while the G20 ministers committed to national transition
planning to underpin NDCs.

2 The tipping point for climate finance - Aviva Investors Aviva Investors,
Blueprints for a Greener Economy

30 CETEX, Taking the Lead on Climate Action and Sustainable Development
81 TIGCC, Making NDCs investable - the investor perspective



https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2023/11/tipping-points/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2023/11/tipping-points/
https://cetex.org/publications/taking-the-lead-on-climate-action-and-sustainable-development/
https://www.iigcc.org/resources/making-ndcs-investable-the-investor-perspective
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CASE STUDY

Boosting
low-carbon
Investment
in the UK:
A policy
roadmap

Engagement

Issue

To keep the UK on track for net zero emissions,

the Government's Green Finance Strategy estimates

that 'through the late 2020s and 2030s, an additional
£50-60bn capital investment will be required each year'32
For investors to take up this challenge, market conditions
need to be such that low-carbon investments and projects
can provide an appropriate level of risk-adjusted returns.
To commit capital at scale, investors also need to be able
to identify a visible pipeline of commercially viable assets
they can invest in. Getting the public policy framework
right across each key sector of the economy is, in turn,

an important part of creating the right market conditions
for low-carbon investment.

Action

Recognising the importance of public policies in creating
an attractive environment for low-carbon investment,

we published our Low-Carbon Investment Policy Roadmap
in July 2024. The roadmap sets out key challenges slowing
private sector investment in low-carbon infrastructure

and businesses across eight key economic sectors, and
identifies some of the most material public policy solutions
to overcome these challenges.

We also responded to some of the most investment
relevant public policy consultations, such as on the
National Planning Policy Framework, the UK’s new industrial
strategy, and the Review of the Electricity Market
Arrangements (REMA) - one of the biggest reviews

of electricity market rules in a decade.

Climate

Outcome

We have significantly increased our constructive
engagements with the UK government on low-carbon policy.
This included 17 meetings with a range of departments
following the publication of the roadmap, including HV
Treasury, the Department for Energy Security and Net Zero,
the Department for the Environment, Food, and Rural Affairs,
and the Department for Business and Trade.

We welcome action that the government has taken which
address several of the key recommendations in our roadmap.
These include:

« Power sector: improvements to the strike prices and
annual auction pot size to unlock greater investment in
renewable energy projects, such as offshore wind.

Buildings: introducing standards to improve the energy
efficiency of rented homes, growing the heat pump grant
budget, and introducing incentives to grow the supply of
heat pumps on the marketss2

Public investment: committing public investment towards
complex low-carbon projects, including the £21.7bn
awarded for low-carbon hydrogen and carbon capture
infrastructure in two industrial clusters and earmarking
£5.8bn in the National Wealth Fund budget to address
investment barriers in areas such as green steel,
gigafactories and port infrastructure.

HM Government, “Mobilising green investment: 2023 Green Finance
Strategy”, GOV.UK, March 2023

Department for Energy Security and Net Zero (2024), ‘Help to save
households money and deliver cleaner heat to homes’



https://www.gov.uk/government/news/help-to-save-households-money-and-deliver-cleaner-heat-to-homes
https://www.gov.uk/government/news/help-to-save-households-money-and-deliver-cleaner-heat-to-homes
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/07/boosting-low-carbon-investment-in-the-uk/
https://www.gov.uk/government/news/government-secures-record-pipeline-of-clean-cheap-energy-projects
https://www.gov.uk/government/news/government-secures-record-pipeline-of-clean-cheap-energy-projects
https://www.gov.uk/government/news/government-reignites-industrial-heartlands-10-days-out-from-the-international-investment-summit
https://www.gov.uk/government/news/government-reignites-industrial-heartlands-10-days-out-from-the-international-investment-summit
https://www.gov.uk/government/publications/national-wealth-fund-mobilising-private-investment
https://www.gov.uk/government/publications/national-wealth-fund-mobilising-private-investment
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CASE STUDY

Engaging with
the Transition
Finance Market
Review

Engagement

Issue

How finance can continue to be provided to those
businesses that are essential to the transition and to
support decarbonisation of existing economic activities,
whilst also delivering returns? This is a key question as
investors and their clients seek to navigate the transition,
and to manage the risks and opportunities it presents.

Action

In 2024, the UK government commissioned the Transition
Finance Market Review (TEFMR). The TFMR was chaired

by Vanessa Havard-Williams, supported by an expert group
drawn from across UK financial and corporate entities.
Aviva Investors was represented on the expert group and
Aviva also provided a group-wide response to the TFMR's
call for input. Through the expert group, we provided
detailed input and advice to the Chair. We also commented

on and provided input to each draft and the final report.

Climate

Outcome

The TFMR report was launched in October 2024. It set
out a definition of transition finance that incorporates the
financial flows, products and services that facilitate an
economy-wide transition to net zero consistent with the
Paris Agreement.

We were particularly pleased to see the emphasis in the
report on transition planning, the importance of shifting
real economy incentives, and stewardship across all asset
classes including policy advocacy. The report’s statement
that “those who want a transition need to advocate for it in
the interest of their clients and beneficiaries” is alighed to
our own approach to stewardship.



https://www.gov.uk/government/publications/transition-finance-market-review
https://www.gov.uk/government/publications/transition-finance-market-review
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CASE STUDY

Engaging on
Japan’s climate
transition

Engagement

Issue

Japan’s first climate framework law was adopted in 1998
and, over recent years, the government has committed to
reach carbon neutrality by 2050 and reduce greenhouse
gas emissions by 46 per cent by 2030, including by
transforming its energy system. To achieve those goals,
the government aims to mobilise ¥150tr in new investments
over the next decade, through public-private collaboration.

Japan’s 2023 Green Transformation (GX) strategy set

out policies to underpin those ambitions, including
efforts to promote energy efficiency, renewables and grid
development. The plans included upfront investment
support through the issuance of new sovereign climate
transition bonds.

Action

In late 2023, we conducted multiple engagements in
Tokyo with the Japanese Ministry of Economy, Trade and
Industry (METI), Ministry of Finance (MOF) and Ministry
of Environment, alongside the Principles for Responsible
Investment and other investors.

While discussing Japan’s approach to managing climate
risks and the proposed transition bond framework,

we expressed our support for clarity on carbon intensity
thresholds and timelines for the use of transitional
technologies. This was to ensure the credibility of the
transitional activities and financing.

After a series of post-meeting follow-ups, our sovereign
ESG and investment teams met METI and MOF again at the
start of 2024 as part of the climate transition bond roadshow.

Climate

Outcome

We were pleased to see that the proceeds from Japan's
innovative climate transition bonds were alighed with what
we consider credible transition activities. This included
clean energy subsidies and research and development
expenditure. We invested in the bonds following issuance
in February, switching out of conventional bonds.

By engaging early and in-person, we had a greater
opportunity to share our perspective on how the GX
strategy and transition bonds could contribute to a credible
transition. We continue to engage constructively on climate
topics, including by meeting the MOF in November.
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Climate Stewardship 2030 Programme

Foreword

Building on the outcomes of the (now concluded) Key features of the CS30 programme
A h Climate Engagement Escalation Programme (CEEP) The CS30 programme comprises two core components:

Pproac (see our 2023 Annual Sustainability Review, pages direct corporate engagement and value chain engagement,

113-116) we launched a new climate stewardship working together (see Figure 20). Key features include:
1. Highlights programme: Climate Stewardship 2030 (CS30). .

This programme represents an evolved approach Figure 20: CS30 key channels of influence

) . . These channels are designed to encourage financial and real-world outcomes

2. Strategy to addressing the complexities of decarbonisation,

aiming to drive real-world outcomes and sustainable

. value creation.
3. Integration

CS30 is founded on our holistic stewardship approach
and aims to engage across corporates, sectors and value
4. Holistic stewardship > chains with at least 100 companies responsible for at Direct corporate
least 50 per cent of Aviva Investors’ financed emissions engagement
in material sectors by 2030. The expanded scope brings
critical demand-side industries into focus, reflecting the
interconnected nature of emissions across supply chains.
6. Afterword The approach aims to address corporate practices and
systemic barriers, driving sustainable value creation.

Value chain

engagement

S1ygisuy KONOS

5. Providers

Source: Aviva Investors, as at December 31, 2024.
7. Governance

8. Appendix


https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
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Foreword
Direct corporate engagement Value-chain engagement CS30 progress
Approach « We aim to engage with at least 100 supply- and demand- « Supporting high-impact value-chain mobilisation by In 2024, we conducted 135 engagements with 86 companies
side companies responsible for at least 50 per cent of convening key players across hard-to-abate sectors with in the CS30, covering a significant part of our emissions.
Aviva Investors' financed emissions in material sectors the aim of driving tangible, lasting progress by influencing Of these, 120 engagements were substantive. We observed
1. Highlights by 2030. This will initially focus on internal client assets, policies, technologies, and financial incentives. 50 outcomes aligned to our engagement asks with
but we expect to expand the scope over time, based on i i , ) , companies across a variety of sectors like TotalEnergies,
. , , ) o Our sustainable investing function leads and coordinates . X
materiality, evolving climate risks, and market conditions. . . . BHP, and Air Liquide (see the below CS30 case studies for
2. Strategy the execution of these engagement commitments, in ) ) ,
e i , o ) i more information) where we have engaged substantively
« Utilisation of the industry-standard Net Zero Investment collaboration with investment teams and Aviva’s public
, : . , over several years, notably under the CEEP and now as
Framework, using proprietary indicators for a robust policy team.
. . part of the CS30.
3. Integration and nuanced assessment approach, and monitoring
alignment annually. 34 We also held six roundtables, engaging 45 stakeholders from
, N i i key sectors, including aviation, surface transport, buildings,
4. Holistic stewardship > « The types of topics we will discuss with companies

power, heavy industry, and agriculture.3® The resulting
insights have fed directly into our policy advocacy, including
5. Providers « Emissions reduction targets the policy roadmap we published in July 2024, as well as our
consultation responses. The insights have also shaped our
investment strategies across various sectors.

throughout this engagement programme include:

« Transition plans, including decarbonisation strategy,

6. Afterword capital allocation and just transition

« Governance and remuneration, including board

accountability and climate-linked remuneration
7. Governance

« Climate disclosures, covering Scope 1,2 and 3

emissions
8. Appendix
« Policy advocacy

%4 The Net Zero Investment Framework’s criteria for corporate transition plans provides six criteria to assess listed equity and corporate fixed income
alignment with net-zero for high impact sectors. See “Net Zero Investment Framework: Implementation Guide”, IIGCC, March 2021.

% One roundtable (aviation) was held in 2023, as part of CEEP, which influenced our updated approach to CS30.

< 82 >


https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/11/decarbonisation/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/07/boosting-low-carbon-investment-in-the-uk/
file:https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past%2520resource%2520uploads/Net_Zero_Investment_Framework_Implementation%2520Guide_Final.pdf
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CASESTUDY @ © Issue Figure 21: Global COze emissions breakdown
Achieving net zero emissions requires the collective unlocking
Foreword of entire economies. Hard-to-abate sectors such as transport
C830 — and buildings are substantial drivers of fossil fuel demand,
accounting for approximately one third of total CO2ze (carbon

MObiliSing dioxide equivalent) emissions (see Figure 21), and rely on

interconnected networks of manufacturers, suppliers,

Approach

regulators, and end users. Without collaboration across these

o
Value Chalns value chains, systemic barriers - such as supply chain

inefficiencies, technological bottlenecks, and fragmented

. Strategy to unlOCk regulations - will prevent progress at the pace and scale

required to meet global climate targets.

. Integration dec arbonis atiOn To address these challenges, Aviva Investors has prioritised

value chain mobilisation as part of our holistic stewardship

® o o o . . .
o . approach, recognising the importance of aligning stakeholders
- Holistic stewardship Opp Ortunltles across industries to accelerate decarbonisation efforts.

Highlights

Buildings 6%
- Providers Buildings (indirect) 10.79%
Transport 15%
. Afterword Transport (indirect) 0.37%

Agriculture, forestry and other land use 22%
Industry 24%
Industry (indirect) 9.89%
Other energy 10%
Other energy (indirect) 1.96%

., Governance

. Appendix

Source: IPCC, 202236

%6 Dhakal, Shobhakar. Et. al., “Emissions trends and drivers”, in “Climate change 2022: Mitigation of climate change. Contribution of working group III to
the sixth assessment report of the Intergovernmental Panel on Climate Change,” IPCC, Cambridge University Press, 2022.
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CASESTUDY o @

CS30 -
Mobilising
value chains

to unlock
decarbonisation
opportunities

Engagement

Action

Since 2023 (Annual Sustainability Review 2023, sections 1.1
and 4.6), we have initiated roundtables to mobilise entire value
chains within key demand side sectors poised for significant
climate change mitigation. These initiatives have brought
together industry leaders, policymakers, and investors to
tackle systemic barriers such as regulatory uncertainty,
infrastructure bottlenecks, and financing gaps. Discussions
explored sector specific solutions such as scaling EV charging
infrastructure, addressing grid constraints, and incentivising
energy efficiency retrofits.

Our three main objectives have been to:

1. Promote collaboration between policymakers,
investors, and corporates to identify and overcome
shared barriers.

. Drive innovation and investment in technologies and
business models essential to decarbonisation such as
renewable energy, energy efficiency, and electrification.

3. Advocate for supportive policy frameworks to enable
large scale and sustained progress across value chains.

Climate

Outcome

Some of the key cross cutting themes that have emerged
from the discussions to date relate to financial barriers for
companies and consumers, consumer sentiment and
hesitancy to adopt low-carbon measures, the lack of ready
infrastructure, regulatory and investment uncertainty,

the need for workforce development, and challenges in
supply chain development.

These insights have directly informed our investment strategies,
engagement priorities, and public policy advocacy.



https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
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CASE STUDY

CS30 -
TotalEnergies:
Energy transition
strategy

Engagement

Issue

TotalEnergies is a global integrated energy company.

The company has hydrocarbon exploration and production
assets in 50 countries and is one of the largest producers
globally. The company has begun transitioning to more
sustainable activities, including biofuels, renewable
generation, and electrical distribution. TotalEnergies’ size,
presence and ambition mean it is important to encourage
transition throughout the energy sector.

Action

Aviva Investors has engaged substantively and
constructively with TotalEnergies for several years.

This year our ESG, equity and credit teams have conducted
joint engagement, meeting with executive management
and sustainability teams. We also met with the company
ahead of its AGM to discuss its position on climate proposals.
These engagements have focused on supporting

the company’s efforts to enhance its climate strategy,
ensuring alignment with investor expectations and

global net zero goals.

Climate

Outcome

TotalEnergies has demonstrated notable progress in
refining its energy transition strategy, focusing on areas
where it continues to find value. As part of this evolution,
the company has enhanced its transparency on
low-carbon projects, and more importantly, providing
evidence of profitability. This progress coupled with
strong investor dialogue and consistent messaging
around strategic priorities has strengthened our view

of the company’s transition strategy.

This contributed to our decision to exceptionally support
TotalEnergies’ Advisory Vote on Sustainability & Climate -
Progress Report 2023 at its May 2024 AGM. This was
supported by 80 per cent of investors. It has also led to a
positive investment recommendation for our funds. We will
continue to engage and support TotalEnergies in balancing

the demands of energy security, sustainability, and a just
transition. Our focus will include areas such as providing
enhanced Scope 3 emissions disclosures, more frequent
and detailed disclosures on low-carbon investments,
and developing its just transition strategy.
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CASE STUDY

CS30 -

Air Liquide:
Advancing
Scope 3 targets
and climate
transition

planning

Engagement

Issue

The chemicals sector plays a pivotal role in the global
energy transition, providing essential materials for
decarbonisation technologies such as renewable energy,
electric vehicles, and energy storage. However, it is also
one of the most challenging sectors to decarbonise due to
its reliance on energy-intensive processes and fossil fuel
feedstocks. For Air Liquide, a leader in industrial gases,
tackling emissions across its operations and value chain
is critical to aligning with global climate goals. While the
company has made strides in addressing Scope 1

and 2 emissions, its Scope 3 emissions - representing

a significant portion of its carbon footprint - remain

a key challenge.

Action

Since 2021, Aviva Investors has engaged substantively
with Air Liquide, both bilaterally and through collaboration
with ShareAction’s Chemicals Working Group. We have
focused on encouraging the company to expand its
decarbonisation strategy by setting validated near- and
medium-term Scope 3 targets through the Science-Based
Targets initiative (SBTi) and publishing a robust climate
transition plan. We have also sought enhanced disclosures
on emissions mitigation strategies, including the impact
of business growth, and greater transparency on how

the company plans to address its most material Scope 3
categories.

Climate

Outcome

Air Liquide has made meaningful progress in 2024.

Its 2023 Sustainability Report confirmed that the
company’s 2050 carbon neutrality target now includes
Scope 3 emissions, along with a dedicated strategy to
tackle them. Additionally, Air Liquide published its first-ever
Climate Transition Plan, which provides detailed insights
into emissions sources, asset transition strategies, and
expected reductions from key mitigation measures.
While gaps remain, this sets an important benchmark
for other companies in the sector. As the company
approaches its 2025 emissions inflection point, we will
continue discussions to advocate for enhanced Scope 3
transparency, validated interim targets, and persist in
advocacy efforts to foster a policy environment that
supports the fulfilment of climate commitments.



https://www.airliquide.com/sustainable-development/advancing-for-a-sustainable-future
https://www.airliquide.com/sustainable-development/extra-financial-performance/climate-transition-plan
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CASE STUDY

CS30 -
BHP: Enhancing
climate strategy

Engagement

Issue

BHP operates in the mining sector, which is critical to the
energy transition but highly carbon-intensive. Scope 3
emissions from steelmaking—accounting for 97 per cent
of BHP’s total emissions—pose a significant challenge

to its climate strategy. Investors seek clarity on its
decarbonisation investments, just transition planning,
and alignment with net zero targets.

Action

Aviva Investors has held multi-year engagement with
BHP on its climate strategy. In 2024, we engaged
individually and collaboratively with the company ahead
of its updated Climate Transition Action Plan (CTAP).
This involved meeting senior stakeholders, including the
Vice President of ESG, Head of Climate Risk Intelligence
& Reporting, and members of the Investor Relations and
ESG teams. The engagements focused on enhancing
transparency, decarbonisation strategy, and alignment
with net zero objectives.

Climate

Outcome

Following publication, the new plan included disclosures
on steel decarbonisation investments and partnerships
for developing near-zero emissions technologies. A new
prioritisation framework for green steel allows investors
to better assess its readiness for sector transformation.
The company committed $224 million in 2024 for
decarbonisation projects and improved reporting on
challenges like cost escalation and technology delays.
Additionally, BHP integrated just transition principles into
its social value framework.

The company sought approval for its Climate Transition
Action Plan at this year’s AGM, which we supported.

In total, the resolution received 92 per cent support.

We felt that the plan demonstrated meaningful progress.
We noted improved transparency and the inclusion of
just transition principles. The enhanced climate lobbying
disclosures demonstrate stronger alignment between
advocacy and net zero targets.

Continued engagement will focus on BHP’s decarbonisation
strategy and associated capital allocation, while further
developing its just transition framework to address social
and stakeholder impacts across its operations.



https://www.bhp.com/sustainability/climate-change/climate-transition-action-plan
https://www.bhp.com/sustainability/climate-change/climate-transition-action-plan
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Earth: The ecosystem underpinning our economy

The science is clear: nature is deteriorating globally.
Biodiversity is declining faster than at any time

in human history, and as of last year, six of nine
‘planetary boundaries’ have now been transgressed,

increasing the risk of irreversible environmental
damage. Over the past 50 years, global wildlife
populations have declined by 69 per cent, and
around 1 million species face extinction within
decades. Healthy ecosystems are essential for the
sustained flow of ecosystem services that underpin
economies, businesses, and financial systems -

making the preservation of nature critical for
generating long-term risk-adjusted financial returns.
The role of nature in climate mitigation and adaptation
further underscores the importance of driving the
system-wide transition, at the pace and scale
required, to deliver nature-related global goals.
Understanding potential exposure to nature-related
risks, and addressing them, is crucial to safeguarding
the long-term value of investments and delivering

for our clients.

In 2024, Aviva Investors has engaged across multiple levels
of the system on a range of issues which are perpetuating
the nature crisis. Recognising the power and importance of
collaboration, we have also sought out opportunities to do
so collectively with fellow investors through initiatives such
as Nature Action 100, FSDA, FAIRR’s Waste & Pollution
engagement, and VBDO’s Investor Statement on Plastic.

As part of our Public Markets team’s engagement with

our holdings to drive nature-positive alighed practices

and maximise the long-term value of our investments, we
formalised our nature-related stewardship with companies,
launching three structured engagement programmes
across a number of key themes:

1. Nature Engagement Programme: Targeting 15 companies
across mining, oil & gas, consumer goods, and banking,
this programme seeks to encourage companies to
eliminate deforestation and ecosystem conversion, aiming
to halt biodiversity loss across supply chains by 2030.

2. Water Stewardship Programme: Engaging 14 companies
in the UK food value chain, this programme addresses
water pollution from unsustainable farming practices to
protect ecological standards and reduce reputational risks
to businesses and their investors.

3. Circular Economy Stewardship Programme: Engaging 13
telecommunications and hardware manufacturers, this
programme promotes re-use, recycling, and sustainable
design to support circular economy principles and secure
supply chain resilience.

Recognising the importance of enabling policy and
regulatory conditions to align commercial drivers with
delivery of the Kunming-Montreal Global Biodiversity
Framework (GBF), we have looked to engage with
policymaking institutions and at key international moments.
This included COP16 in Cali, Colombia, where Aviva sought
to contribute, as part of the Finance for Biodiversity and
PRI delegations, a finance perspective on implementing
the Kunming-Montreal GBF.

Aviva Investors’ stewardship activities, as well as the
tools and investment solutions we have developed to help
our clients meet their own nature-related goals, needs
and investment objectives, are outlined in a thematic
activity report we published this year: Navigating Nature:
Opportunities for the Investor of Tomorrow.



https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/10/navigating-nature-opportunities/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/10/navigating-nature-opportunities/
https://www.stockholmresilience.org/research/planetary-boundaries.html
https://www.stockholmresilience.org/research/planetary-boundaries.html
https://www.wwf.eu/?7780966/WWF-Living-Planet-Report-Devastating-69-drop-in-wildlife-populations-since-1970
https://www.ipbes.net/news/Media-Release-Global-Assessment
https://www.ipbes.net/news/Media-Release-Global-Assessment
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CASE STUDY

Engaging with
manufacturers
of hazardous
chemicals

Engagement

Issue

The mismanagement of hazardous chemicals can pose a
significant risk to producers and users of industrial chemicals
with the potential to directly impact near-term valuations.
This issue was brought starkly to investors’ attention with
3M’s $10.3bn settlement with US public water suppliers as

reparation for historic contamination of water supplies.

Action

Aviva Investors has led a multi-year collaborative engagement
initiative in this area - creating and chairing the Investor
Initiative on Hazardous Chemicals (IIHC), representing more
than 70 investors globally. The IIHC aims to reduce the adverse
impacts of hazardous chemicals and thereby its members’
exposure to the financial risks to which they are linked.

In November 2024 we sent a fourth annual letter to 51
manufacturers of hazardous chemicals on behalf of the
ITHC to encourage them to:

 Increase transparency by publishing the names and
volumes of hazardous chemicals manufactured globally 37,

« Publish a time bound phase out plan of persistent
chemicals (per- and polyfluoroalkyl substances (PFAS))
from production.

« Develop safer alternatives for hazardous chemicals.

Earth

We have held annual follow-up calls to discuss these asks
with four companies since 2021, co-leading the engagement
with BASF in 2024, and with Dow and BASF in 2023.

We also engaged independently with LG Chem and Sika.
We voted against management at the annual general
meetings (AGMs) of BASF and Dow in 2024 where we
believed the companies were showing insufficient
progress against the engagement asks.

Outcome

We are pleased that the importance of the issue continues
to gain traction and that companies are increasingly adopting
more transparent, progressive and robust approaches to
responsible chemical management.

Sika has significantly enhanced transparency of its
exposure reporting38 that 0.4 per cent of sales and five per
cent of revenues are associated with products containing
PFAS and the EU list of ‘substances of high concern’,
respectively. The company has introduced new substance
risk management processes and is working actively with
suppliers to limit PFAS exposure further.

Other companies have sought to integrate concerns over
hazardous chemicals into their commercial strategy with
the likes of LG Chem developing a portfolio of PFAS-free
flame-retardant materials, while German chemicals giant
BASF is seeking to have its Sustainable Future Solutions
business represent more than half of total sales3? by 2030.

37 LG Chem adds eco-friendliness to flame-retardant plastics
38 Sika 2023 Annual Report, p122
89 BASF: TripleS: transparent sustainability for our customers



https://www.reuters.com/legal/3m-reaches-tentative-103-billion-deal-over-us-forever-chemicals-claims-2023-06-22/
https://chemsec.org/knowledge/iihc/#:~:text=IIHC%20asks%20of%20chemical%20companies&text=To%20help%20investors%20appraise%20relevant,%2C%20or%20contain%2C%20hazardous%20chemicals.
https://www.lgcorp.com/media/release/27988
file:https://www.sika.com/dam/dms/corporate/media/glo-ar-2023-sustainability-report.pdf
https://www.basf.com/gb/en/who-we-are/sustainability/we-drive-sustainable-solutions/sustainable-solution-steering
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CASE STUDY

Aviva Investors

at Biodiversity
COP16

Engagement

Issue

The sixteenth meeting of the Conference of the Parties

to the Convention of Biological Diversity (CBD COP16), held
in Cali, Colombia, marked a crucial step in advancing the
Kunming-Montreal GBF agreed at COP15. With a focus on
translating commitments into implementation, it provided
a key opportunity to demonstrate progress towards nature
through mobilising private finance, integrating biodiversity
into economic systems, and establish accountability
through improved data and reporting. The conference
sought to build momentum in addressing nature loss and
the need for coordinated action across societal
stakeholders including public and private sectors.

Action

Aviva Investors participated actively at COP16 through

the Finance for Biodiversity delegation. We participated

in discussions on the role of data and engagement in
embedding biodiversity into financial systems and
emphasised the essential role of private finance in
delivering GBF goals. Alongside this, we published and
launched Navigating Nature: Opportunities for the Investor
of Tomorrow at our first event at a CBD COP at the second
ever Finance Day at CBD COP, providing practical
approaches for aligning investments with nature objectives.
We also submitted policy recommendations to
governments to support effective GBF implementation.

Earth

Outcome

While COP16 advanced important conversations, progress
fell short in four key areas: aligning nature and climate

in policy and transition planning, embedding nature into
the global financial architecture, finalising a resource
mobilisation strategy, and securing robust national
biodiversity pledges. These gaps highlight the need for
more cohesive and actionable frameworks.

Despite these challenges, the overall trend remains
positive. Growing investor demand and corporate
innovation in nature-positive solutions will help close the
financing gap to halt biodiversity loss by 2030. With
negotiations resuming in February 2025, we look forward
to tangible actions on resource mobilisation and clearer
private sector expectations. Our stewardship approach
will reflect these priorities.



https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/10/navigating-nature-opportunities/
https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/10/navigating-nature-opportunities/
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CASE STUDY

Cranswick:
Water
stewardship
and sustainable
agriculture

Engagement

Issue

Cranswick is one of the UK’s largest producers of pork
and poultry. Recent research has found it to be the second
largest agribusiness producer of animal excreta in the UK.
In the UK, currently only 16 per cent of our rivers meet
‘sood ecological status’, and agriculture (meat production
in particular) is a key driver of river pollution and its
impacts on biodiversity, via the release of animal waste

to the environment.

Action

In addition to a site visit to Cranswick’s pig abattoir in Hull,
we engaged with the company both bilaterally and as part
of an investor group coordinated by FAIRR. We discussed
nature-related risk assessment and management
processes, and the company’s current waste management

strategy. The company does not source its pigs or poultry
from the Wye/Severn catchments where agricultural
pollution is currently the focus of media controversy.

The company welcomed the suggestion to disclose volumes
of animal waste generated and by end destination.

Earth

Outcome

We are pleased that the company has now committed to
publishing a TNFD report. It is exploring building a biogas
plant, as well as purchasing animal feed from farms using
regenerative practices. We are also encouraged that the
company continued to score well on its antibiotics use in
the recent Business Benchmark on Farm Animal Welfare.



https://www.sustainweb.org/reports/apr24-stink-or-swim-briefing/
https://www.gov.uk/government/publications/state-of-the-water-environment-indicator-b3-supporting-evidence/state-of-the-water-environment-indicator-b3-supporting-evidence
https://www.gov.uk/government/publications/state-of-the-water-environment-indicator-b3-supporting-evidence/state-of-the-water-environment-indicator-b3-supporting-evidence
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Home Depot:
Collaborative
engagement on
deforestation
risks

Engagement

Issue

Halting deforestation is essential for achieving net

zero emissions and meeting international climate and
biodiversity goals. For investors, addressing deforestation
is vital to manage climate and nature-related risks,
enhancing portfolio resilience and fulfilling fiduciary duties.

Aviva Investors is part of the Finance Sector Deforestation
Action (FSDA) investor working group. FSDA has identified
priority companies and financial institutions to engage

with on deforestation risk. Aviva Investors has led
engagements with ten companies and supported additional
engagements with other investors.3° OQur expectations for

these companies are public, and a progress report on our
activities has been released. In 2024, Aviva Investors/Aviva
co-led the development of expectations for commercial
and investment banks.

Earth

Action

As part of the FSDA initiative, we were the lead investor
engaging with Home Depot. Within the public expectations
initially communicated in early 2023, we recommended a
commitment to a public deforestation and conversion-free
pledge, trace supply to all forest-risk commodities, perform
ongoing due diligence within operations and sourcing areas,
and publicly disclose progress.

In subsequent written interactions, we focused on
three areas:

« Making a timebound commitment on deforestation
covering all forest-risk commodities.

Setting targets for forest fibre certification, ideally under
FSC, and supporting alternative environmental products.

Requesting further information on the company’s wood
purchasing policy and its implementation across global
sourcing teams and suppliers.

Following our email communication, we chaired our first
engagement call under FSDA with the company in January
2024. Here, we requested further information on whether

the company will have an overall no deforestation and
conversion policy by 2025 and its process for traceability
and monitoring of its Wood Purchasing Policy.



https://www.iigcc.org/finance-sector-deforestation-action
https://www.iigcc.org/finance-sector-deforestation-action
https://www.iigcc.org/hubfs/FSDA-Progress-Report-June-2024.pdf
https://www.iigcc.org/resources/fsda-expectations-banks-deforestation?hss_meta=eyJvcmdhbml6YXRpb25faWQiOiAxMzA3LCAiZ3JvdXBfaWQiOiA4MzYwOTgsICJhc3NldF9pZCI6IDE5MTQxNzEsICJncm91cF9jb250ZW50X2lkIjogMTM1NzAyODI4LCAiZ3JvdXBfbmV0d29ya19jb250ZW50X2lkIjogMjA3MTY3Nzg3fQ%3D%3D
https://www.iigcc.org/resources/fsda-expectations-banks-deforestation?hss_meta=eyJvcmdhbml6YXRpb25faWQiOiAxMzA3LCAiZ3JvdXBfaWQiOiA4MzYwOTgsICJhc3NldF9pZCI6IDE5MTQxNzEsICJncm91cF9jb250ZW50X2lkIjogMTM1NzAyODI4LCAiZ3JvdXBfbmV0d29ya19jb250ZW50X2lkIjogMjA3MTY3Nzg3fQ%3D%3D
file:https://ir.homedepot.com/~/media/Files/H/HomeDepot-IR/2024/wood-purchasing-policy-january-2024-final.pdf
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CASESTUDY o @

Home Depot:
Collaborative
engagement on
deforestation
risks

Engagement

Outcome

In early 2024, the company published its Sustainable
Forestry 2024 report and updated its Wood Purchasing

Policy, aligning with some FSDA expectations.

These included:

« Conducting an enhanced deforestation risk assessment
of wood suppliers for both private brand and non-
private brand wood products, covering 95 per cent of
total purchases in fiscal year 2022. We are pleased with
the progress on tracing supply and disclosing. We will
continue to engage with the company to cover its full
value chain overlap with primary forests and our FSDA
asks into 2025.

Requiring an enhanced approach to sustainable forestry

by including additional regions at risk of deforestation
for suppliers (e.g., Atlantic Forest, Cerrado, Chaco
Darien), following the results of their supplier survey.

Earth

We also noted progress towards disclosure from the
company on its third-party certification breakdown

of wood supplier surveys. The company identified

61.6 per cent of Home Depot’s wood as third-party
certified, with 4.2 per cent FSC certified and 12.3 per cent
FSC Forest Management Certified. We will continue to
engage with the company for further information on the
certification coverage of Home Depot’s wood products,
such as the certification schemes, the sourcing countries
and the consideration of third-party verification of

its supplier surveys to strengthen its monitoring and
compliance processes.



file:https://corporate.homedepot.com/sites/default/files/2024-01/THD%2520Sustainable%2520Forestry%2520Report%2520-%2520January%25202024.pdf
file:https://corporate.homedepot.com/sites/default/files/2024-01/THD%2520Sustainable%2520Forestry%2520Report%2520-%2520January%25202024.pdf
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People: At the heart of the economy

People are at the heart of the real economy, the
businesses it is comprised of, and they therefore
underpin the financial system. People are crucial to
the functioning of markets, and we therefore believe
that successful companies are ones that understand
and consider their employees, customers and the
communities within which they operate.

Throughout 2024, and as part of our engagement activity
on human rights due diligence (HRDD) we have conducted
dialogue with portfolio companies in high-risk sectors or
those with exposure to high-risk geographies (or conflict

affected and high-risk areas (CAHRAS)) in their value chains.

With multiple pieces of EU regulation emerging, companies
need to have strong human rights policies and processes
in place. And, perhaps more importantly, companies need
to demonstrate the effectiveness of these processes at
managing human rights risks and impacts. As part of our
engagements on HRDD, and recognising the heightened
human rights risks concerning indigenous peoples and
local communities, we had a particular focus on engaging
with companies in the mining sector. We see this as

an increasingly important area driven by exploration
demands for metals and minerals to support the climate
transition, as well as interlinkages with biodiversity and
deforestation risks.

From a private markets perspective, a number of our real
estate equity funds are actively managed to help support fair
economic opportunities in the areas in which we operate.
The implementation of Aviva Investors’ Social Value
Framework provides a structure for teams to embed social
considerations into the design process, and a ‘Local Needs
Analysis’ is conducted for all assets, with social value action
plans being designed and delivered through strategic
partnerships. We also engage directly with our supply chains
to deliver social impact. For example, two general
contractors for build-to-rent schemes in Madrid and
Barcelona have agreed to go above BAU and deliver training
and employer engagement opportunities for local students.

Our just transition-related corporate stewardship has
involved engaging with companies, particularly in the oil and
gas sector, to determine whether they have a suitable and
integrated just transition strategy which demonstrates,
among other things, a plan to address any potential social
risks and opportunities. The concept of a ‘just transition’
recognises the importance of social considerations, and it
has many facets. These include the importance of workers’
and broader human rights, the concept of common and
differentiated responsibilities and respective capabilities in
the global delivery of the Paris Agreement. It encapsulates
the need for finance to flow to all countries for an effective
transition, given that the Paris Agreement sets climate
action in the context of sustainable development and

the alleviation of poverty.

As part of our just transition-related macro stewardship
work, we have focused on identifying barriers and
highlighting potential solutions with policymakers to unlock
investment opportunities for developed economy
institutional investors to allocate more capital towards
emerging markets and developing economies (EMDESs) to
support them in transitioning their economies. This reflects a
growing awareness that without adequate public and private
financial flows towards EMDEs - which currently represent
70 per cent of global emissions - meeting the targets set out
by the Paris Agreement will not be possible. With EMDEs
including some of the most climate-vulnerable regions, this
is an issue of fundamental importance to the just transition.
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CASE STUDY

Decent work
and the
Living Wage
in UK retail

Engagement

Issue

The retail sector is one of the lowest paying in the UK

with a high proportion of workers earning below the real
Living Wage. The sector also faces several headwinds as

it competes for labour, adapts to technology change and
manages a high inflationary environment. Rewarding staff
so that they can afford the basic costs of living is important
to attracting and retaining engaged employees. This can
also help retailers navigate future headwinds, strengthening
consumer service and in turn helping to maintain and

grow their consumer base.

Action

We have been engaging with retailers for many years
regarding wages and broader working conditions. In 2024,
we continued our dialogue with ten food and non-food

retailers in the UK including Tesco, Sainsbury's and M&S.
We requested that companies align with the real Living
Wage rates, and to adopt measures to provide security
of work. We have also continued to integrate payment of
the real Living Wage into our assessment of executive
remuneration policies.

People

Outcome

In 2024, Tesco, Sainsbury’s and M&S aligned their hourly
wage rates (for staff in stores) with the real Living Wage.
Sainsbury’s indicated positive productivity and engagement
benefits as a result of these wage increases, which
contributed to an improved investment position for our

UK equities team. Non-food retailers have taken a more
“wait-and-see” approach as they consider the actions

of their peers.
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CASE STUDY

Hon Hai:

Managing human
rights risks

Engagement

Issue

Hon Hai (trading as Foxconn) is a Taiwanese electronics
manufacturer and supplier to companies such as Apple
(iPhone, iWatch, iPad), Amazon (Kindles), Sony (PlayStations)
and Microsoft (Xboxes). Poor labour practices resulting in
suicides, accidents and allegations of forced labour have been
long-term sources of reputational and operational risks.
Forthcoming EU regulation presents further potential
regulatory risks to both Hon Hai and its buyers if poor
labour standards are not adequately addressed.

Action

To date, the company’s human rights policies and practices
have not been commensurate with the company’s risk
exposure. This has been reflected in our voting behaviour,
as per our Global Voting Policy, and our repeated
engagements on the topic over a number of years.

Most recently, in 2023 and 2024, ESG and investment
colleagues met with the company to request the company
establish a HRDD (Human Rights Due Diligence) process
and conduct a human rights impact assessment (HRIA)

at high-risk sites. We also encouraged the company

to provide greater commitments to mitigate risks of
forced labour and promote greater protections for
temporary workers.

People

Outcome

In 2024 the company confirmed it was working with

an external expert to conduct a pilot HRIA at two sites
in China. We have responded to this positive step by
continuing to provide the company with feedback,
which the company continues to receive constructively.
In particular, we encouraged the company to ensure
that the HRIA includes at least one of the eight high-risk
sites the company has identified (rather than the two
provisionally selected which are not representative of the
company’s more high-risk manufacturing operations).
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CASE STUDY

Enhancing
Just transition
plans in the oil
and gas sector

Engagement

Issue

The energy transition requires an economy-wide

shift towards activities that support a low-carbon future.
This is particularly true of companies in high-emitting
sectors where the pace and nature of this change will differ
to other sectors. This is likely to have significant impacts

on workers and local communities across a company’s
value chain. A planned and orderly approach will be
essential for minimising any negative impacts on people,

as one facet of a just transition, alongside maximising

the benefits of the energy transition.

Action

In 2024, we intensified our engagements with companies
across our holdings in the oil and gas sector, engaging
with five oil and gas companies to better understand
how companies are planning for and contributing to a
just transition. In particular, we explored how companies
demonstrate their just transition strategy, and how

this is incorporated into their energy transition plans.
This included, but was not limited to, assessing the
company’s climate commitments and developing a plan
to address any potential social risks and opportunities.
We explored whether companies engage in meaningful
dialogue with stakeholders such as workers via trade
unions, or other appropriate channels, to determine the
short- to long-term social impacts of their climate targets.
We also sought to understand how companies develop
metrics and targets against which the company will
assess its progress to deliver a just transition.

People

Outcome

Based on the results of our engagements, few companies
in this sector have developed detailed plans for how their
energy transition plans will affect different stakeholder
groups. We also found limited examples on how companies
have implemented changes to operational and investment
activities. However, we do not perceive this as being a
company-specific issue in isolation. The pace of change
across sectors and markets is slow. This is shaped

by differing national interests, creating complexity for
companies to navigate. As an example, some governments
in pursuing their individual growth agenda, may face
shorter term challenges which take priority over longer
term just transition planning.

An improved shared understanding of this emerging risk
is required, with the development of industry standards and
a supportive national and international policy environment.
This will require greater collaboration across the
international financial architecture, with investors,
companies, governments, and civil society working
together to develop solutions to a shared challenge.

Our emerging markets capital mobilisation case study
provides one example of how we are engaging with
emerging markets and developing economies and their
governments on climate adaption.
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CASE STUDY

The Investor
Initiative for
Human Rights
Data (II-HRD)

Engagement

Issue

Investors typically use a wide range of sources to assess
companies on their sustainability credentials, such as company
reporting, NGOs and ESG data providers. However, high
quality, decision-useful data on corporate human rights
practices across an investor’s holdings, is extremely hard

to obtain. This limits investors’ ability to identify and manage
investment risks and opportunities in their portfolios,
distinguish between leaders and laggards, carry out effective
stewardship, and meet emerging regulatory requirements.

Action

In 2024, Aviva Investors - a founding investor of the
Corporate Human Rights Benchmark (CHRB) - partnered
with the Church Commissioners for England, and Scottish
Widows to convene 25 investors as part of the II-HRD.
As clients of major data providers and proxy advisers,
this group believes that ESG service providers are best
placed to respond to the investor need for high quality
human rights data at scale.

The II-HRD wiill use its collective influence to aim to meet
three high-level objectives:

1. Improve the depth and breadth of corporate human
rights data available to investors via data providers, with
a focus on the universal coverage of listed companies’
efforts to implement human rights due diligence and
their policy level commitments to respect human rights.

. Improve the depth and breadth of corporate human
rights data available to investors, via proxy advisor voting
policies and advice.

. Generate industry wide alighment on the principles of
assessing the presence of and response to corporate
‘norms breaches..

People

Outcome

In 2024, investors had meetings with most of the ten
data providers and proxy advisory organisations in scope
of the II-HRD. These included Bloomberg, Morningstar /
Sustainalytics, MSCI, Refinitiv/LSEG, RepRisk, S&P Global
and Glass Lewis.

Responses to the II-HRD’s objectives have been mixed.
One data provider said the II-HRD outreach had helped
build a case internally for expanding their provision of
human rights data, shared a gap analysis of their
methodology against the CHRB indicators and has been
proactively reaching out to host roundtables with investors.

The II-HRD will continue to engage service providers in
2025 to push for gap analyses to be completed and time
frames for bridging methodological gaps to be set.



https://www.worldbenchmarkingalliance.org/corporate-human-rights-benchmark/
https://www.responsible-investor.com/big-uk-investors-name-eight-initial-targets-of-human-rights-data-initiative
https://www.churchofengland.org/sites/default/files/2024-03/ii-hrd-terms-of-reference-14mar2024.pdf
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CASE STUDY

Emerging
Market and
Development
Economies
(EMDE) capital
mobilisation

Engagement

Issue

Transition to net zero is a global challenge and the
concept of a ‘just transition’ recognises the importance
of social considerations being taken into account.

The concept of a just transition has many facets.

This includes the importance of workers’ and broader
human rights, the concept of common and differentiated
responsibilities and respective capabilities in the global
delivery of the Paris Agreement. Finance needs to flow
to all countries for an effective transition, respecting that
the Paris Agreement sets climate action in the context
of sustainable development and alleviation of poverty.

Action

In collaboration with UK institutional investors and

service providers we were part of a series of workshops
and conversations throughout the second half of 2024

to assess barriers and challenges to increasing allocation
of capital to support investment in emerging markets and
developing economies linked to development, climate
adaptation and mitigation. As part of this work, we also
engaged with UK government stakeholders 38 times
throughout 2024, including the UK Foreign, Commonwealth,
and Development Office, and the British Embassy in Brazil.

People

Outcome

The findings were presented to the Minister for
Development towards the end of 2024 on behalf of all
stakeholders involved and as the next steps of this work
progress we hope to continue this engagement in 2025.
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Governance: Good governance for long-term value creation

Foreword
Governance engagement and voting-related When we assess governance at companies, we consider
Approach responsibilities. Companies that undertake good board, delivery and oversight of strategy, remuneration,
' . . capital allocation, and culture. This year we have continued
governance practices are more likely to enable . . . .
o . o . to place focus on executive remuneration practices given
1. Highlights long-term value creation, providing benefits for the important role they play in incentivising management
investors and supporting the delivery of climate to deliver corporate objectives. We also continued our
2. Strategy and nature objectives too. engagement on board composition, including board

independence and diversity, given the important role boards
have in providing oversight of strategy and its delivery.

3. Integration . : . :
We believe in the important role of investor collaboration

to promote robust governance frameworks and standards
4. Holistic stewardship > to guide corporate best practice. We are active members
of the Investment Association and have participated in
the Remuneration and Share Schemes Committee which
5. Providers provided guidance on executive pay in the UK. We are also
part of the Global Institutional Governance Network and
the Corporate Governance Forum, both of which promote
sharing insights of governance best practice across global
and UK markets. Outside of investor initiatives, we also
7. Governance conduct regular dialogue with remuneration consultants
to better understand and influence emerging executive
remuneration trends.

6. Afterword

8. Appendix
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CASESTUDY o o
Aligning
remuneration

with corporate
performance

Engagement

Context: Promoting sustainable UK capital markets

There has been increased focus on how to develop the
UK’s capital markets to support the UK’s economic growth
and maintain its status as a leading financial centre.

Many companies have delisted from UK stock markets

in recent years, including 88 in 2024, either by re-listing
abroad or being acquired by international listed companies
or private owners. Others have chosen not to list in the

UK when they launch their Initial Public Offering (IPO).
Reasons cited include low valuations and poor liquidity.

Efforts are underway to improve the attractiveness

of the UK and to build a business culture that is more
supportive of growth. Measures being explored concern
reform to direct investment capital towards UK-listed

and early-stage companies and infrastructure, supported
by a reduction in regulation that inhibits investment or
risk taking.

Stewardship-related items have also come under review
and we have been actively involved in these. In July, the
FCA’s Listing Rules were amended to better accommodate
companies with unequal voting rights and simplified to
encourage more effective merger and acquisition activity.
We provided feedback into these consultations.

Other actions have looked to improve the quality of
investor and corporate dialogue to promote improved
information exchange that supports improved investment
and business decision making. To this end, in September
our CEO joined the Steering Committee for the newly
created Investor & Issuer Forum.

Governance

Finally, the frameworks that underpin effective governance
and stewardship by UK companies are changing.

In January, the Financial Reporting Council (FRC) updated
the UK Corporate Governance Code. In October, the FRC
launched a consultation to review the Stewardship Code,
which provides the basis for this Annual Sustainability
Review. We have also been involved in this consultation,
participating in industry forums to provide feedback.

Many actions are underway to promote UK capital markets,
and we are committed to support where we can.



https://www.ajbell.co.uk/articles/latestnews/284041/2024-sees-biggest-exodus-london-stock-market-global-crisis#:~:text=The%20London%20Stock%20Exchange%20saw,data%20from%20auditing%20firm%20EY.
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CASESTUDY o o
Aligning
remuneration

with corporate
performance

Engagement

Issue

In addition to items already mentioned, remuneration
practices of UK-listed companies is one area being
explored as part of efforts to promote UK capital markets.
These practices came to life over the 2024 AGM season,
with greater focus on aligning pay levels and structure for
UK-listed companies with a global presence, to policies and

practice adopted by global (predominantly US-listed) peers.

It has been felt that the previous UK industry guidance
and approaches to pay was restrictive and did not consider
nuance of individual business models. This could
disincentivise risk taking and inhibits firms in attracting
and retaining talent - affecting company performance.

Examples of concerned companies included AstraZeneca,
a pharmaceutical group, London Stock Exchange Group
(LSEG), a financial services provider, and Smith & Nephew,
a medical equipment provider. All have significant business
exposure to the US.

Action

As in previous years, we considered remuneration

policies and awards, according to the context of the
relevant company and their strategy and performance.

We undertook consultations with the relevant board
directors and teams responsible for executive remuneration
at investee companies. Our equity investment team were
also consulted to assess how proposed pay awards and
pay structures were aligned to performance.

We also participated in broader industry engagement on
the theme, and as members of the Investment Association’s
Remuneration and Share Scheme’s Committee, we
contributed to the update of the association’s Principles

of Remuneration, which sets guidance for companies

on investor views of remuneration best practice.

Governance

Outcome

In our examples, we supported remuneration policy
proposals at LSEG and Smith & Nephew. LSEG received
89 per cent support and Smith & Nephew was more
contentious - receiving 57 per cent support.

We acknowledged that under the new policies,
long-term outperformance will continue to be the main
driver of additional pay and they reflect both companies'
competitive positioning, including recruitment and
retention challenges. Smith & Nephew had also adopted
recommendations we had made on bonus deferrals.

We abstained at AstraZeneca, whose policy received

36 per cent votes against. Whilst we recognised a similar
context to our aforementioned cases, we held concerns
that the LTIP (long-term incentive plan) vesting at threshold
performance was too high. We outlined our rationale that
higher payouts should be contingent upon exceptional
performance, so that they consider this ahead of the

2025 AGM. We will monitor pay outcomes for alignment to
performance for relevant companies at their 2025 AGMs.

At a market level, the updated Investment Association’s
Principles of Remuneration was updated to become less
prescriptive, and re-emphasised the importance that they
were principles, not rules, and that companies should be
encouraged to develop structures that aligned with their
strategy and business model, and performance objectives.

Overall, we will continue to track progress on remuneration
practices as a lever to support UK growth ambitions by
rewarding companies and their talent for exceptional
performance and taking appropriate risk.
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CASE STUDY

Assessing
corporate
transactions
through a
long-term lens

Engagement

Issue

Mergers and acquisitions can create long-term value

for investors but also present significant risks if structured
or priced suboptimally. In 2024 we reviewed 37 UK
transactions applying a robust framework including

an assessment of alignment with strategy, governance,
execution risk, balance sheet capacity and price. The latter
is the primary consideration for us as long-term investors,
to see if the offer price exceeds the future prospects of
the stand alone business.

Action

Where transactions are contentious or complex, we initiate
an enhanced due diligence process and may escalate
concerns as appropriate. Two such cases involved Virgin
Money and Hipgnosis.

At Virgin Money, we voted against the £2.8bn takeover
approach from Nationwide Building Society, as we considered
the offer materially undervalued Virgin Money’s long-term
value proposition.

Hipgnosis, a company dedicated to acquiring and managing
a portfolio of music rights has struggled in a high interest
rate environment culminating in several assets being
written down. In response the company made various
proposals to shareholders including the disposal of music
catalogues at a significant discount. We considered the
proposals to be value destructive and also held serious
concerns about the governance of the business.

Ultimately, we opposed the management proposals,

which were voted down by the majority of shareholders.

Governance

Outcome

With regard to Virgin Money, we were disappointed that
our concerns were not shared more broadly by the market
and the transaction was approved. We appreciate the
appeal of cash offers that bring near-term certainty of
value, but as demonstrated by the significant premium
over the acquisition price that Nationwide booked shortly
after completion, shareholders in Virgin Money could

have secured more value by taking a longer-term view.

By contrast, shareholder action in blocking Hipgnosis’ initial
proposals paved the way for a strategic review on the future
direction of the business, followed by a bidding war and
ultimately a buyout from Blackstone at a significant premium.

These examples emphasise the critical role that strategy
focused company engagement and informed proxy voting
can have in driving investment returns.



https://www.cityam.com/nationwide-banks-2-3bn-gain-from-virgin-money-takeover/
https://www.cityam.com/nationwide-banks-2-3bn-gain-from-virgin-money-takeover/
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CASE STUDY

Strengthening
board oversight

Engagement

Issue

We believe that strong board composition is essential
in driving effective governance at investee companies.

There are many factors that can indicate strong composition.

Two of these factors include board independence and
board diversity. We believe these can support improved
outcomes for a variety of stakeholders, including; investors,
employees, customers and communities. The AGM, and
director re-elections can provide opportunity to influence
the composition.

Two companies where we saw opportunity for improvement
included the US-based payment service providers, Visa,
and Jack Henry & Associates (Jack Henry). These were
both held in our active equity portfolios. Our concerns
with Visa related to a dual CEQ/Chair and low female
diversity on the board. Our concerns with Jack Henry

related to a dual CEO/Chair, and low board independence.

Action

We have conducted multi-year engagement with

both companies. In 2023, at Visa we voted against the
re-election of the Nomination Committee Chair due to
poor board diversity. We also supported a shareholder
resolution that requested splitting the combined CEO/Chair
role, which received 24 per cent support from investors.
In 2023, at Jack Henry, we voted against the re-election
of the dual CEQ/Chair due to both our concerns regarding
one person fulfilling both roles and further concerns about
low overall board independence. We communicated both
voting actions and rationales with the companies.

Governance

Outcome

We were pleased to see that at the 2024 AGMs, both
companies proposed splitting the dual CEO/Chair roles,
which we voted for. These proposals were both approved.
Visa also appeared to address issues of board gender
diversity, which was reflected in our voting action. Despite
the improvements, we have continued to engage with Visa
and Jack Henry, as we feel overall board independence

at both companies can be improved. This was reflected in
our voting action for the year, and we have notified the
companies on our rationale.
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Proxy advisers

Foreword Aviva Investors subscribes to research from We changed research and voting provider from Institutional
a number of third-party providers, but our main Shareholder Services (ISS) to Glass Lewis in October 2023.
Approach orovider of proxy voting and governance research Further commentary on our rationale is provided in the
. . . 2023 Annual Sustainability Review, page 70.
Is Glass Lewis. Please see the section on our
1. Highlights approach to voting for more details on how their We spent much time during 2024 monitoring the quality
service meets our needs. Glass Lewis implements of service received given the onboarding risks and changes
. . in service and process. We held regular service meetings
2. Strategy our voting policy. with Glass Lewis where we were able to review and challenge

the quality of their outputs. This included a regular review
of governance research, with any concerns or errors being
directly raised with Glass Lewis. We keep a record of these
instances, which enables us to (1) review whether and the
4. Holistic stewardship extent to which the issues have been addressed and (2)
reflect on this log when conducting more formal reviews.

3. Integration

Finally, we receive regular updates and keep under review

5. Providers >
any material changes in people, services or operations
which occasionally will lead us to seek assurances there
6. Afterword will be no impact on the level of service we receive.

Overall, we are satisfied with the service provided by

7. Governance 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

8. Appendix alternative providers.
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https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-988faff0-9c8b-4042-b8d9-17fb2fd9cff1_2

FANVAAV/AY Sustainability Review 2024

INVESTORS 5.2: Sustainability data providers

Sustainability data providers

Foreword
We source sustainability data from a variety of data In all cases, our providers use sources they consider agreed in fund or mandate documentation; they are one
providers, which we review regularly. We hold regular reliable and we can review the data we receive from them consideration among the multiple inputs to the investment
Approach . . . - - i [ i ision- i .
pproac reviews with our third-party data providers to discuss on a reasonable. e.ndeavours ?a3|s but there rema!ns a risk decision-making process
. . that some data is inaccurate, incomplete or unavailable . i i
how continuous improvements could be made to . i . Our market data team is an independent function that
o and we may at times incorrectly assess a security, issuer o N S YO
1. Highlights data or research outputs. or index. There is also a risk that we or our providers may >

our market data service providers. This function sits
between the business and our data suppliers, providing a
streamlined point of contact between the two. There are
regular reviews in place to check that contracts are

still meeting business needs, including service quality,
availability and accuracy of data.

Additionally, we hold ad-hoc meetings to discuss misinterpret an ESG charac.tenstlc. Processes. are in place
2. Strategy to agree and manage overrides where we believe there are

broader trends in sustainability. discrepancies or gaps in the data provided, or because
there is additional information available to us. The insights
3. Integration provided by data and our data tools are not binding on
investment managers, except where this is explicitly

4. Holistic stewardshi
P Figure 22: Aviva Investors data providers (hon-exhaustive list)

5. Providers >
Data vendors Data specialists NGOs
6. Afterword 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
7 Governance issuer scope aligned to purpose
6. Appendi MSCI LSEG BoardEx  |BAY =
ANCDP Climate Bonds
2025
Trucost
ESG Analysis Iceberg
‘r\?“;ﬁ\( Data Lab
S &P Global Enabling Sustainable Goals

4 107 > Source: All logos sourced from the relevant companies, as at December 31, 2024
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Our investment engineering team is responsible for
several models and analytical dashboards, using data
science techniques to derive greater value from vendors,
NGOs and proprietary sourced datasets. Dashboards
provide transparency into the construction of models.
Integration of model outcomes into our portfolio
management tool allows analysts and fund managers

to take these insights in consideration.

Within our public markets investments our primary ESG tool
for corporates, Elements 2.0, is a proprietary score which
uses externally-derived metrics with enhancement and
overlay from internal data sources. This is a framework that
brings together knowledge and expertise within public
markets to provide a transparent score to inform investment
decisions. Scores provide a high-level indicator of how a
company performs across ESG issues.

Figure 23: Illustrative example of how the PAINT tool identifies and flags PAI indicators in a portfolio

This is complemented by our PAINT (Principal Adverse
Impact Indicators Notation Tool) solution which derives
insights from the SFDR Principal Adverse Impact Indicator
data sets to help identify portfolio risks. Issuers are grouped
into sector groupings where they typically share similar ESG
and sustainability risks. The example at Figure 23 shows

an example of how PAINT can be used to identify indicators
in a given portfolio (please note the list of indicators shown
here is not exhaustive).

Seeuiis DATA: . RAG Rating: . DATA: . RAG Rati.ng: DATA: RAG Rating:

description Sector Group 3. GHG Intensity 3. GHG Intensity 12. Unadjusted 12. Unadjusted 1?:. Boa}rd Gender 13.. Boa!rd Gender
Total Total gender pay gap gender pay gap Diversity Diversity

Issuer name Banking 523.12 Neutral 20.18 Estimated 0.00 Red

Issuer name Banking 508.93 Neutral 3.00 16.67

Issuer name Electricals equipment 13963.91 Red 0.00 0.00

Issuer name Electricals equipment 162.41 Green No data 10.53 Amber

Issuer name Diversified consumer services | 513.97 Amber 20.82 Estimated 16.67 Amber

Issuer name Diversified consumer services | 467.28 Amber -4.41 50.00

Issuer name Pharmaceutical 355.51 Neutral 410 Low population ©0.00

Issuer name Pharmaceutical 644.80 Amber No data 9.09 Amber

Source: Aviva Investors, as at December 31, 2024
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Sustainability Review 2024
5.2: Sustainability data providers

Our private markets team uses Deepki to monitor energy
performance for metered assets and to estimate energy
usage data for non-metered assets. Where data gaps exist
the platform allows us to apply up-to-date benchmarks

to support accuracy and reliability. For cashflow matching
assets, we use a proprietary framework to ensure data
quality and performance metrics are provided and
maintained to a high standard.

These tools are complemented by PCAF’s (Partnership for
Carbon Accounting Financials) data quality hierarchy, used
to ensure a robust approach to data integrity in private
market processes.

During 2024, we have focused on using quantitative
techniques to ascertain and query data quality, including
modelled data from service providers. New tooling has
been developed to ingest and prepare diverse NGO data
sets for use within specific models and to support data
quality insights. Our public markets team onboarded

a tool with enhanced data and functionalities that
enables better consideration of climate risks within our
investment process.

We are enhancing management of climate-related risks
and opportunities for our investment portfolio and are
embedding forward-looking transition risk and physical risk
analysis as appropriate in our processes. We continued to
develop our capabilities in both public and private markets
to provide initial indications of potential nature-related
risks, impacts and dependencies.

We continue to invest into new data sources and will
continue to seek to integrate more systematically our data
insights into our investment decision-making processes
in 2025.

See Figures 24-26 for examples of how our data tools
can be used in practice.
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Foreword
Figure 24: Map from IBAT (Integrated Biodiversity Assessment Tool) showing the proximity of a potential acquisition to protected areas and key biodiversity areas
Approach > Potential acquisition site
e o 8 Important bird and biodiversity area
v
1. Highlights h Angelholm 7 # IUCN ManagementIa
: ‘ ' v 8 IUCN ManagementIb
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2. Strategy
’ p . Other

3. Integration ‘ >
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4. Holistic stewardship =
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5. Providers > - Helsingo
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~
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7. Governance & € ’ Svalov

6. Afterword
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8. Appendix R
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Source: Aviva Investors, based on IBAT data, as at December 31, 2024

Please see our Navigating Nature report for more information on how we use our biodiversity data tools.

¢ 10 >


https://www.avivainvestors.com/en-gb/views/aiq-investment-thinking/2024/10/navigating-nature-opportunities/
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Figure 25: Illustrative examples of energy consumption metrics provided on real estate assets

Landlord-controlled areas

Warnings (Mapping and consumption)

62 Assets with missing meters

65 Meters without any consumption in the last 6 months

Consumption collection

(Meters with recent consumption data among existing landlord meters.)

B Meters showing consumption in last 6 months ~ 73%
Automated and semi-automated collect 96%
8 Manual collect 4%

Source: Adapted from Deepki, as at December 31, 2024

Tenant-controlled areas

Warnings (Mapping and consumption)

0 Tenants with complete information that require meter association
171 Meters without a valid tenant

327 Meters without any consumption in the last 6 months

Consumption collection

(Meters with recent consumption data among existing tenant meters.)

B Meters showing consumption in last 6 months ~ 23%
Automated and semi-automated collect 5%
8 Manual collect 95%

Figure 26: Illustrative example of energy consumption
metrics provided on real estate assets

Apportioned Total Fund Real and Estimated Whole
Building Consumption (1,000,000 MWH)

SO —
25 -

20 o o

15

10

5

0 2022 2023 2024 2025

@ Benchmarked

B Gap-filled
Actual

@ Extrapolated

Source: Adapted from Deepki, as at December 31, 2024.
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Manager research

Our manager research team considers ESG

factors across its due diligence, investment analysis
and decision-making. While ESG analysis at the
fund selection stage is key, ongoing in-depth
monitoring of sustainability practices is essential

to judge adherence.

Our established 7P’ research framework (Figure 27) looks at the
following areas: parent, product, people, philosophy, process,
positioning, and performance. We examine ESG integration
through the lens of each, as demonstrated in the table below.
In judging ESG integration, we seek qualitative and quantitative
evidence of the application of ESG insights and consider the
manager’s approach to ESG integration relative to their promised
approach, sector and peer best practice and industry trends.

Figure 27: Our '7P' research framework for external managers

Parent

We review and assess the firm-wide commitment to sustainability, including ESG integration,
and relevant cross-organisation policies and procedures.

Product We identify and interpret specific ESG- and /or sustainability-related product objectives and/or
constraints.
We assess the quality and structure of human capital devoted to ESG integration.
We gauge the manager’s view as to the impact of ESG integration (e.g. to alpha generation and /or
Philosophy .
risk management).

We seek to understand how ESG insights are integrated into investment decisions. This may include
Process . . .
research, model development, portfolio construction and risk management.

Positioning

By analysing the portfolio composition, we seek to ensure alignment with the expectations around ESG
integration and stewardship. If applicable, we may examine engagement activity and voting history.

Performance We assess how ESG integration has contributed to fund performance.

Source: Aviva Investors, as at 31 December, 2024.

One of the key developments over the past year has been to
refine and strengthen our research framework. This includes
building consistency through new quantitative 7P’ pillar
scores and the explicit incorporation of standardised ESG
sections within the research notes.

We continue to build on our baseline ESG integration
framework, designed to hold external managers accountable
to an increasingly high standard of ESG integration. This still
allows for flexibility while ensuring materiality of ESG factors
is well incorporated throughout the manager’s processes.

In 2024, we unveiled the findings of our biennial
sustainability survey, which gathered insights from 60 asset
management firms managing approximately £31.9 trillion

in assets. This research highlighted the demand trends for
products with sustainability-related characteristics across
various regions, the rise of products aligned to climate goals,
how firms are adjusting their strategies amid political
uncertainty and regulatory changes, and the potential for
artificial intelligence to enhance ESG research.

We use active and regular dialogue with managers to
provide robust challenge to approaches and assumptions
and encourage enhancements and increased disclosure.

Should an external strategy fall short of our expectations
around ESG integration, we would first look to engage.
Should that fail, we would look to exit that position and
replace it with a manager with an ESG integration approach
that meets or exceeds our baseline requirements.
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Afterword:
Looking Ahead to 2025

Approach
We recognise that real-world outcomes are

Being part of a parent company that has . .
often the result of multiple years of stewardship

1. Highlights existed for over 300 years, we recognise
the importance of continuous learning and
. Strategy adapting to change. In 2025, we plan to
keep on this path as we continue to develop

. Integration the tools and mechanisms to allow us engagement and voting efforts and will continue
[ ’ o
to further understand our clients’ varied to develop our processes to further improve our

unique sustainability preferences. transparency to our clients in 2025. Our holistic

In parallel, we will continue to refine our approach to stewardship means we are committed
strategy offering to provide our clients to continuing to work collaboratively with a wide
with solutions to help meet their range of stakeholders to tackle interconnected
sustainability goals. sustainability issues.

efforts and, therefore, our priorities for 2025
remain consistent with those of our 2024 focuses:
People, Climate, Earth and Governance.

We recognise the importance of evidencing our

. Holistic stewardship

. Providers

. Afterword

., Governance

Our holistic approach to stewardship means we are committed
to continuing to work collaboratively with a wide range of
stakeholders to tackle interconnected sustainability issues

. Appendix
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Climate

We will be scaling up our stewardship
efforts across more sectors and
companies as we encourage the setting
and implementation of robust and
transparent climate transition plans.
We will continue to engage with
individual companies, across supply
chains and with policymakers and
regulators to support decarbonisation
efforts, accelerate progress towards
net zero targets and support our
People stewardship priorities in helping
ensure the transition is economically
and socially just. We will be enhancing
our value chain engagements as we
endeavour to close the gap between
policy and corporate actions as part

of our holistic stewardship approach.
We will continue to integrate investment
insights into our policy recommendations
while also providing insights on policy
to our investment desks to inform their
decisions and improve client outcomes.

Earth

The theme of nature and biodiversity
remains a key priority going into 2025 as
we continue to engage with companies
on their biodiversity and nature risk and
impact assessments, using the TNFD
as guidance. We will continue to engage
on water quality, but also increase our
efforts on water scarcity. We recognise
the inflationary environments we
operate in and the increased attention
on resource scarcity, so will persist in
our engagement efforts on enabling

a circular economy.

We will continue our nature-specific
three-year Nature Engagement
Programme which we launched in 2024.
This programme solely focuses on
addressing biodiversity loss linked to
ecosystem conversion and deforestation
within Aviva Investors’ portfolios across
three key sectors - mining and oil and
gas, consumer goods, and banking -
which are fundamental to address
forest loss and the nature crisis.

People

We will continue to hold human rights
due diligence as a baseline requirement
for companies. We will further focus on
the just transition to ensure we are
encouraging sustainable and inclusive
change. For example, our direct
corporate engagement incorporates
just transition considerations into the
assessment framework we use to
baseline participants in the programmes
and will be a basis for conversations
with companies throughout 2025.

We aim to hold a greater focus on human
capital generally, building upon our
work on the living wage, to encourage
companies to create the right culture

to promote improved productivity

and corporate value.

Governance

2025 will be a critical year for
stewardship. Efforts are underway
across the UK to improve the
attractiveness of the UK as a leading
destination for capital and its
management. We intend to support
initiatives which seek to explore how
stewardship and corporate governance
practices can help facilitate this.

This will include being active participants
in the Investor & Issuer Forum.

We will also continually review our
corporate governance and voting
activities to promote value creation.
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Governance, resource and incentives

Our governance structures help ensure our approach
to sustainability is appropriately coordinated and
monitored across the business. These structures also
help us meet the requirements of the Shareholder
Rights Directive II (SRD II) in 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 includes how we work with other
shareholders. There are examples of this in action
throughout this document.

Governance of our investment processes

The Aviva Investors boards, including Aviva Investors
Holdings Limited, Aviva Investors UK Fund Services
Limited, Aviva Investors Luxembourg (Lux.) Supervisory,
Aviva Investors Lux. Management Company and Aviva
Investors Lux. SICAY, receive regular reporting on key
sustainability risk management metrics throughout the
year. These include the results of sustainability risk
assessments, do no significant harm indicators4S, climate
value at risk#' and carbon intensity figures. These give the
boards oversight of our approach to sustainability risk
management and of how we are delivering on our clients’
sustainability preferences. In 2024, the Boards also received
deep dives into climate metrics and the commercialisation
of sustainability capabilities. We continue to develop and
refine our approach to Board reporting to support effective
oversight of our stewardship activities, including reviewing
metrics to ensure they remain current and providing
narrative and rationale to contextualise the sustainability
information our boards receive.

The Aviva Investors Holdings Limited Board sets our
overarching approach for sustainability. Responsibility for
executive management of this approach is delegated to

the CEO. The CEO is provided with advice and support from
the executive team, which includes our chief sustainable
investing officer.

40 'Do no significant harm' is a principle in the EU Sustainable Finance Disclosure Regulation which states that qualifying investments

may not significantly harm environmental and/or social objectives.

4 Climate value at risk scores reflect the expected negative impact on an asset’s value if a climate physical or transition risk event

(e.g. flood, wildfire, impact of legislation) were to occur.

The chief sustainable investing officer is responsible for
proposing and implementing our sustainability strategy,
oversight and execution policies and commitments at a firm
and product level, and oversight of compliance with the
relevant internal controls environment. Our sustainability
strategy director chairs, on behalf of the chief sustainable
investing officer, the sustainable investing business oversight
committee, which includes representation from across the
business. This committee ensures sustainable investing
policies and procedures are aligned with firm-wide policies
and procedures, and that the business is embedding client
preferences in its approach to sustainability.

Working collaboratively with investment desks, the

chief sustainable investing officer’s team is responsible for
ESG integration and stewardship in public markets, ESG
integration and stewardship in private markets, development
of sustainable funds, development of sustainability analytics
and tools, and sustainability strategy and governance.

Our analysts, regulatory development and client-facing
teams monitor ongoing sustainability developments, with
any revisions to policies subject to final approval by our
policy approval group.
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Foreword
ESG integration controls are embedded in investment These controls ensure that:
processes to ensure ongoing oversight and compliance, L . ,
: : : . « \We manage strategies in accordance with our baseline
Approach which supports the delivery of a strong first-line risk and ) ,
exclusions policy.
controls governance framework.
o « Investment processes comply with SFDR rules and
1. Highlights guidelines, where applicable.
« We manage processes in accordance with our responsible
2. Strategy investment and sustainability risk policies.
 Suitable protocols are in place, ensuring each fund applies
3. Integration the relevant screens in accordance with IMA guidelines.

« On the investment platform, portfolio managers have
4. Holistic stewardship access to ESG scores and analytical tools and refer to and
consider them as part of the investment process.

« Investment ideas and asset allocation assessments
consider relevant material ESG factors (these are not
binding on the investment manager's decision beyond any

6. Afterword specific criteria in the relevant mandate or fund prospectus).

5. Providers

« Investment analysts complete an ESG-specific section
7. Governance > on research documentation.

« We regularly review and update key ESG documents

8. Appendix and policies.

« Enhanced sustainability engagement programmes are in
place for certain issuers and strategies, where relevant.

4 18 >
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Resource

We seek to provide our sustainable investing
function with the support and materials it needs
to carry out its range of activities effectively.

This includes providing support for the team to
remain current on sustainability developments and
trends, including relevant training, and initiatives to
encourage the development of diverse teams that
work closely with colleagues across the business.
This blend of expertise and connectivity helps us
deliver on our stewardship priorities.

Training, development and qualifications

We support our colleagues with both external qualifications
and internal professional development. In 2024, colleagues
completed courses including the Chartered Financial
Analyst (CFA) UK Certificate in Climate and Investing, and
the CFA Certificate in Impact Investing. Colleagues from the
sustainable investing team attend relevant industry events
and conferences, ensuring we are discussing ideas with our
peers and keeping up to date with market developments.

Colleagues can also access the Sustainability Academy
on the Aviva internal learning platform, Aviva University.
This provides an array of courses for all knowledge levels.
The sustainable investing team also deliver sessions
throughout the year to investment colleagues, including
on the impacts of our investments and ESG integration.

We provide ongoing and targeted training to our Board
members to help keep them informed on sustainability
regulation and reporting, and on how Aviva Investors’
activities are related to our emissions outputs.

Diversity, Equity and Inclusion
2024 highlights

Aviva Investors is for everyone, and we want our colleagues
to feel they belong and to reflect our clients and communities.
Our commitment to diversity and inclusion is embedded
within that of our parent company, Aviva, and we are
pleased that this approach is externally acknowledged.

This year we, either as Aviva Investors or as part of Aviva,
won or were commended for the following industry awards:

» Best Workplace for Women UK, Ireland and Canada
2024 (Great Place To Work)

« Top 30 for Working Families 2024 (Working Families Index)
« Top 50 Employers For Gender Equality (The Times)

« 8th on Workplace Equality Index (Stonewall)

« Ambassador Status (Carers UK)

« 15th on Social Mobility Index 2024 (Social Mobility
Foundation)

« Top Quartile Diversity Project DEI Index (Diversity Project)

Building an inclusive workplace and work-life balance

To be good stewards of our clients’ assets we need a diverse
team that reflects those clients. We believe an inclusive
and productive working environment is created when

each individual feels supported in the workplace, free

from impediments to their ability to contribute, collaborate
and thrive.

We support our people to pool their expertise through
smarter ways of working and the technology and physical
environments that enable teamwork. Our hybrid working
model supports employees to work from home and in
the office for better collaboration. Flexible working can
be discussed for any role, during the hiring process or
throughout a colleague’s career with us, regardless of
level of responsibility or seniority.

This environment also supports our commitment to
building a high-performance culture, driven by our belief
in shared accountability and by colleagues adopting

a solutions-based mindset.
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Targets, governance and statistics

Our executive committee has set diversity, equity and
inclusion (DEI) objectives which are tracked by our internal
governance processes. Our executive long-term incentive
plans are linked to performance against our DEI targets,
reinforcing our commitment to action and driving sustainable
change. Gender and ethnicity are areas where we are
working towards better senior leader representation.

Our DEI steering committee was established in 2021 and

has business sponsors from the across the Aviva Investors
organisation. Our DEI strategy covers all aspects of diversity,
equity and inclusion. Aviva has six broad and thriving
colleague-led inclusion communities that work together
across the organisation including Aviva Investors.

These communities are sponsored by senior leaders.

Early careers

Our Early Careers programmes help create a diverse,
engaged, and future-ready population. Aviva Investors offers
three programmes: a trainee programme for non-university
applicants, internships for penultimate year university
students, and a graduate programme. These initiatives
build a junior pipeline for our investment and client teams.
As at end 2024, 48 per cent of the cohort and alumni are
female, and 88 per cent of the cohort and alumni attended
state schools.

We work with Investment 20/20 and UpReach to attract

a diverse pool of candidates, focusing on improving
socio-economic diversity. Our 12-month trainee programme,
in collaboration with Investment 20/20, promotes hiring
based on potential rather than academic background.

Additionally, we are partnering with two London-based
schools to provide students with insights into asset
management, encouraging them to apply for our trainee
and graduate programmes. In 2025 we will run internships
in partnership with UpReach for the first time, supporting
undergraduates from lower socio-economic backgrounds.

We continue to use strengths-based assessments, training
assessors, and to involve multiple assessors in our Early
Careers process to mitigate bias and ensure diverse hiring.

Development and mentorship

In 2024, we completed our first emerging leaders
programme for mid- to senior-level colleagues and
started the second. This 18-month programme develops
high-potential future leaders through masterclasses,
networking and mentoring. Since the programme’s
inception, 95 per cent of participants from both cohorts
have remained with us and 15 per cent of all participants
have been promoted.

Reverse mentoring allows senior colleagues to gain
insights from junior team members or those with different
backgrounds. This practice fosters the exchange of
knowledge and experiences across all levels of seniority.
Launched in October 2024, our programme pairs 14 senior
leaders with colleagues from various backgrounds,
including different ethnicities, genders, industry entry levels,
LGBTO+ individuals, and those with caring responsibilities.

We participate in the Mission Gender Equity and Mission
Include cross-industry mentoring programmes, which provide
development for mentees and mentors. These programmes
also aim to improve inclusivity and diversity in senior
leadership teams globally. In 2024, we had five participants.



AVIVA

INVESTORS

Sustainability Review 2024
7. Governance, resource and incentives

Foreword

Approach

1. Highlights

2. Strategy

3. Integration

4. Holistic stewardship

5. Providers

6. Afterword

7. Governance

8. Appendix

¢ 121

Incentives

Goal setting

As part of the annual goal-setting process, all members

of the executive committee, including the chief investment
officer, have a sustainability goal that contributes to

their annual appraisal process and remuneration plans.
The Aviva Investors CEO is also eligible for Aviva Group
LTIP (Long-Term Incentive Plan) awards. These have
performance conditions tested before vesting, including
sustainability measures such as carbon intensity reduction
as well as women and ethnically diverse employees in
senior leadership roles.

Sustainability goal requirements are also cascaded and
embedded across the rest of the business, relevant to role
and area of the business. This includes the investment
teams, and these goals contribute to the annual appraisal
process and variable remuneration outcomes.

Review of sustainability policies

We have developed a suite of sustainable investing
policies to clearly articulate our approach at a
company, asset class and product level. Our overall
approach to sustainability is articulated through
this Annual Review report (see Tier 1in Figure 28).
At a more granular level, we have policies setting
out specific aspects of our approach at firm, asset
class or fund level. Finally, there is documentation
to capture client-specific details, such as

exclusion requirements.

The sustainability policies sit within a tiered framework
ensuring that policies maintain consistent principles and
that agreed positions cascade through the business in
an efficient manner. These policies refer to the UK and
may differ across geographical jurisdictions for other
Aviva entities.

All new regulatory policies, risk policies, policy templates
and policy frameworks, or changes to any of these
documents, are regularly reviewed and approved by the
policy approvals group (PAG)42 The PAG is chaired by

the chief compliance officer, and is attended by senior
colleagues from areas including risk, audit, finance, legal,
controls and strategy. Regular reviews of our policies help us
scrutinise the effectiveness of our governance frameworks
and facilitate continuous improvement of the articulation and
monitoring of our processes. For example, this might include
improving clarity around how we communicate our baseline
exclusions process or the role of sustainability risk in
investment decision making.

42 The authority of the PAG does not include policies applicable only to
non-UK entities.
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Figure 28: Our sustainability policies and key reports framework. Policies and key reports framework
Approach . . - » e Tier 1- Overall approach
Corporate Modern our beliefs, governance and approach: Our Annual
1. Highlights %Z::l?(z:ite emri.lo.yee slavery JE - Sustainability . Sversit Sustainability Review and our Sustainability Approach
b POICIeS and human rights USINESS business lodiversity (for professional clients only).
(e.g. diversity, Fioki i ethics code policy
arental trafficking policy standard ) ] ) o

2. Strategy pleave) statement e Tier 2 - Firmwide policies
Key sustainability firm-wide policies applied across
relevant sustainability and related activities: Our Voting

3. Integration Tier1 Aviva Investors Aviva Investors Policy and Baseline Exclusion Policy.

Overall approach Annual Sustainability Review Sustainability Approach

e Tier 3 - Asset class policies
Asset-class investment policies that govern our

Tier 2 Aviva Investors Aviva Investors investment processes. Dedicated sustainability risk
Firmwide policies Global Voting Policy Baseline Exclusion Policy policies cover Private Markets and Public Markets.

4. Holistic stewardship

5. Providers
e Tier 4 - Fund and mandate documentation

. Private Markets Public Markets Building on these policies is investment strategy-specific
Tier 3 . e . C
Responsible Investment and Sustainability Responsible Investment and Sustainability documentation. This documentation refers to and
Risk Policy Risk Policy

6. Afterword Asset class policies

evidences the implementation and application of
our sustainable investing policy principles to specific

7. Governance > Tier 4 g " . ee e : : : :
Sl R Specific funds have additional individual specifications such as exclusions, inclusions, strategies. For example, fund prospectuses and
ST E T targets and impact measures investment management agreements (IMAs) detail
8. Appendix where we are managing client assets in line with

Client-led policies / a sustainability objective or target.

segregated mandate Client-specific Client-specific exclusionary policies
documentation

Note: for illustrative purposes only.
Source: Aviva Investors, as at December 31, 2024.
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https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/#panel-fe284321-9924-4867-be1d-10f5768acfc8_2
https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/
https://static.aviva.io/content/dam/aviva-investors/main/assets/capabilities/sfdr/downloads/private-markets-ri-sustainability-risk-policy-en.pdf
https://static.aviva.io/content/dam/aviva-investors/main/assets/capabilities/sfdr/downloads/public-markets-ri-sustainability-risk-policy-en.pdf

AVIVA

INVESTORS

Foreword

Approach

1. Highlights

2. Strategy

3. Integration

4. Holistic stewardship

5. Providers

6. Afterword

7. Governance

8. Appendix

¢ 123

Sustainability Review 2024
7.2: Review and assurance

Review and assurance

Aviva Investors and the Aviva Group have a risk

and controls framework that encompasses 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 explain our risk

and controls framework in more detail here

and highlight some key points relevant to our
stewardship activities.

This year we were satisfied with the validation of

the supporting controls provided by our internal audit team
and did not seek external assurance. The business
continues to work with first and second-line risk colleagues
to improve our controls framework.
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The Aviva Investors operational risk and controls
management framework

The operational risk and controls management
(ORCM) framework encompasses a combination
of strategies, policies, culture, governance
arrangements, tools and reporting procedures.
All employees are responsible for identifying,
measuring, managing, monitoring and reporting
on the risks we are, or could be, exposed to
while achieving our strategic objectives.

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

Governance and control (G&C) representatives help support
the first line in their risk and control responsibilities by
providing ongoing oversight.

The G&C representatives:

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

« Help the first line identify and deploy control requirements,
primarily driven by policies, standards, regulation,
procedures and market best practice.

« Ensure that all first line-specific controls are complete,
accurate and centrally maintained. ESG-specific controls
are driven by and alignhed to the pillars of ESG integration,
namely, research, connectivity, portfolio construction,
and evaluation and monitoring. Changes in asset-class
policies, regulations, or investment processes are assessed
for ESG themes, and additional controls are added as
needed to keep the ESG controls inventory accurate and
complete, supporting the sustainable investing process
and the mitigation of greenwashing risks.

 Test the first-line controls frequently to ensure they are
operating effectively and as designed.

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

Working alongside the G&C representatives, the direct
reports of the chief sustainable investing officer and the
chief investment officer (both of whom report to the CEO)
are responsible for ensuring that sustainable investing
policies and procedures are embedded within their teams
and that ESG factors are integrated into the respective
investment decision-making processes. Direct reports of
the chief investment officer are the global heads of equities,
fixed income, and multi-asset from public markets; the
head of infrastructure, head of multi-assets and head of
asset management from private markets; and the head

of investment specialists covering both public and private
markets. The head of ESG public markets and head of
ESG private markets report into the chief sustainable
investing officer.

The second line consists of risk and compliance functions
(directly reporting to the chief risk officer), which partner
with the business to independently challenge, advise and
guide the business in the delivery of its strategy and plans,
while safeguarding customers and shareholders.

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

A key part of our risk and control framework is independent
second-line reviews. These assess the design and completeness
of key controls and cover thematic areas informed by the
risk-based compliance monitoring programme.
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Model risk management framework

The Prudential Regulation Authority (PRA) and
Financial Conduct Authority (FCA) continue to focus
on model risk management within financial services
firms, especially with artificial intelligence and
machine learning. We therefore maintain a firm-wide
model risk management framework for managing
model risks. This framework defines what a model

is and is supported by documented evidence outlining
where model risk exists across the business.

There is an inventory of models, each supported

by documentation outlining principles like purpose,
scope, calculations, methodologies, responsibilities,
and outputs. The first line owns the model inventory,
which is reviewed and challenged annually

by the second line as part of their annual due
diligence process.

Aviva Investors uses models to price assets without

readily available market prices, calculate capital required for
ICARA (Internal Capital Adequacy and Risk Assessment),
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.

The concept of sustainability in financial services is rapidly
evolving, and so is the data available to investment
managers. 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 market perspective, and ultimately to
support portfolio managers in investment performance.

The investment team uses model outputs for ESG security
analysis, ESG risk indicators, ESG benchmark optimisation
(for specific fund ranges) and client reporting.


https://www.handbook.fca.org.uk/handbook/MIFIDPRU/7/4.html
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Voting and engagement activities

A dedicated team is 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; and excluding
investments depending on clients’ ethical and

ESG preferences.

The Aviva Investors Global Voting Policy is reviewed
annually to ensure the policy and supporting statements
are complete and accurate and have been formally reviewed
and approved. Any changes are assessed to ensure the
supporting set of controls remain complete and accurate.

The following controls support our ongoing adherence to
the stewardship principles, and ensure that prior to AGMs/
EGMs, proxy voting instructions are generated, recorded,
and carried out accurately and in a timely manner:

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

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

Our overall approach to voting is covered in more detail in
the Holistic Stewardship section.



https://www.avivainvestors.com/en-gb/about/responsible-investment/policies-and-documents/
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Conflicts of interests

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, we ensure that in
providing services or managing products for clients we:

« always act in the best interest of our clients and put clients’
interests ahead of our own or those of employees.

« treat all our clients fairly.

We recognise that, in carrying out our day-to-day activities,
Aviva Investors and its employees may encounter conflicts
(perceived or actual) between the interests of our clients
and ours, or between those of one client (or group of clients)
and another.

All employees are required to identify and report any
personal or corporate conflicts of interest to management
and compliance in accordance with our conflicts of interest
procedures and to attest periodically that they have
disclosed all applicable conflicts of interest. These conflicts
are recorded in the global conflicts of interest register,
alongside any mitigants designed to manage the conflict.
Each conflict is categorised according to the potential risk
of client detriment so we have a view of the types of
conflicts most prevalent in our business.

The executive responsible for each business area ensures
the conflict of interests policy is embedded and compliance
measures are maintained. At least annually, they review
conflicts and attest to their accuracy and completeness.
Our compliance team monitors conflicts of interest according
to an annual plan and advises the relevant executive as
needed. Policy violations are escalated to compliance

and reported to senior management. The Aviva Investors
executive risk committee oversees the policy’s operation.

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 we engage with
companies and exercise our right to vote in relation to
interests held, as these activities can sometimes be inconsistent
with the interests of a particular client or company.

To identify actual or potential conflicts of interest,
appropriate consideration must be given to all relevant
circumstances, including the following (hon-exhaustive)
matters:

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

« whether there 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 there is 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.


file:https://static.aviva.io/content/dam/aviva-investors/main/assets/capabilities/regulatory/market-disclosures/global-conflicts-of-interest-policy.pdf
file:https://static.aviva.io/content/dam/aviva-investors/main/assets/capabilities/regulatory/market-disclosures/global-conflicts-of-interest-policy.pdf
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We manage 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 demonstrates our
commitment to a transparent process on behalf of all
client funds.

« Being transparent with companies and clients on our
voting decisions and the rationale for such decisions.

« Making our voting decisions public on 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 our internal
audit function, and our operational risk framework
facilitates ongoing compliance, incorporating documented
processes and controls.

Voting shares at Aviva plc meetings

We fully recognise conflicts of interest may arise 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:

« 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 the point 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 put in place these or any other alternative
arrangements, Aviva Investors will seek to accommodate
those arrangements.
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Voting shares that are also segregated clients

We recognise that a conflict of interest may arise 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 and provided through custom policy research
generated by our external proxy advisory provider. If there
are any resolutions on which our voting provider has
“referred” to us to make a vote decision (note that this

will only occur if no specific criteria have been agreed/
particular circumstances relating to the relevant resolution
warrant 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).
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Sustainable investing leadership team

Mirza Baig
Chief Sustainable Investing Officer

Louise Piffaut
Public Markets Head of ESG

Candice Thorpe
Director, Sustainability Solutions

Sam Tripuraneni
Head of Sustainable Investments

Edward Dixon
Private Markets Head of Sustainability

Steve Waygood
Chief Sustainable Finance Adviser

Jess Foulds
Director, Sustainability Strategy
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Sustainable investing team

Abby Herd
Climate Stewardship
Analyst

Doris Ko
ESG Operations Manager

Hetal Kanji
Corporate Governance
Analyst

Abigail Herron
Global Head of Health
and Nature Policy

EJ Shin
Head of Climate Solutions

Ivelina Stefanova
Sustainable Investment
Analyst

‘.‘4 }
Al &

Agneta Bamania
Sustainable Investments
Senior Analyst

Elizabeth Ortiz
Private Markets
Sustainability Associate

Jayraj Rathod
ESG Equity Analyst

Alice Fisher
ESG Stewardship Operations
Analyst

Emma Tott
Executive Assistant to Chief
Sustainable Investing Officer

Jeremy Ho
Private Markets Sustainability
Research Analyst

Alix Aubry
Corporate Governance
Analyst

Eugenie Mathieu
Nature Lead

Joseph Arulefela
Sovereign ESG Analyst

Amy Garratt
Sustainability Strategy
Analyst

Eva Cinklova
Executive Assistant

Josh Downes
ESG Analyst

Amy Thomas
Private Markets Sustainability
Insights Analyst

Eve Rooney
Sustainable Investments
Senior Analyst

Kiran Sehra
Nature Specialist

Andrea Perales Padron
Public Markets Head of ESG
Integration - Credit

Gurpreet Kaur
ESG Analyst

Louise Wihlborn
Senior Strategist
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Sustainable investing team

Luisa Jobson Manpreet Sandhu Matthew Lin Mikhaila Crosby Nathan Leclercq Oliver Morriss Phillipa Grant Pippa Morgan
Sustainable Investment Credit ESG Analyst Sustainable Investment Sustainability Director,  Public Markets Head of Corporate Senior Strategist Sustainable Investments Macro Stewardship
Analyst Analyst Private Debt Governance Engagement Director, Private Markets Campaign Manager

Prince Marapao-Gittings Ria Exworthy Richard Butters Riona Bowhay Sonia Hierzig Sylvie Sasaki Thomas Dillon
Sustainable Investment Governance Manager Public Markets Head of Senior Macro Stewardship Sustainable Investment Private Markets Public Markets Head of ESG
Analyst Stewardship Analyst Analyst Sustainability Director - Sovereign
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Collaborative initiatives

The list below (pages 134 - 135) shows collaborative initiatives in which Aviva Investors participates as an active member, where we have participated in events or where we have indicated

support for a statement as a signatory. More information regarding any of the initiatives or statements can be provided on request.

Founding member

Collaborative Sovereign Engagement on Climate Change
Investor Action on Anti-Microbial Resistance

Investor Initiative on Hazardous Chemicals (IIHC)
Investor Initiative on Human Rights Data (II-HRD)
Sustainable Stock Exchange Initiative

UN Principles for Responsible Investment (UN PRI)

World Benchmarking Alliance (WBA)

Memberships and working groups

30% Club UK Investor Group

Advance

Aldersgate Group

Asian Corporate Governance Association (ACGA)
Benchmarking Human Rights Performance
Bondholder Stewardship Working Group
Chatham House

Climate Engagement Canada (CEC)

FAIRR - Biodiversity, Waste and Pollution Programme
FAIRR - Protein Diversification

FRC UK Stewardship Code 2020

GC100 and Investor Group - Remuneration Reporting
Guidance

GFANZ Policy Workstream

Global Impact Investing Network (GIIN)

Global Institutional Governance Network (GIGN)
Good Work Coalition

Global Real Estate Sustainability Benchmark (GRESB)

Institutional Investors Group on Climate Change (IIGCC)

Investor Policy Dialogue on Deforestation (IPDD) Initiative
Labour Rights Investor Network (LRIN)

Nature Action 100

Net Zero Asset Managers Initiative (NZAM)

ShareAction - Chemical Working Group

Sovereign Debt Advisory Committee

The Investment Association

The Investment Association - Climate Change Working
Group

The Investment Association - Remuneration and Share
Schemes Committee

The Investment Association - Sustainability and Responsible
Investment Committee

The Investor Forum
TheCityUK Sustainable Finance Forum
Transition Finance Market Review Expert Advisory Panel

UN Principles for Responsible Investment Sustainable
Systems Investment Managers Reference Group

VBDO (Vereniging van Beleggers voor Duurzame
Ontwikkeling) Investor Statement on Plastics
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Signatories and collaborative events
Access to Medicine Foundation

Carbon Disclosure Project (CDP)

Climate Action 100+ (CA100)

Global Investor Statement to Governments on the
Climate Crisis

Partnership for Carbon Accounting Financials (PCAF)
Planet Tracker Plastic Pollution Investor Statement

Rathbones Statement on Reporting Requirements
re: Section 54 of UK Modern Slavery Act

Awards

2024

Insurance Asset Risk Awards

‘Social Investing Initiative of the Year’

For the Social Transition Engagement Programme (STEP),
joint engagement between ESG and Buy and Maintain
analysts, and human rights advocacy.

Real Estate Capital Awards

‘Sustainable Financing Deal of the Year - Europe’
For a £57 million sustainable transition loan provided
to Urban Logistics REIT plc

Corporate Advisers Awards
‘Best Default ESG Strategy’
For one of our pension strategies.

2023

European Markets Choice Awards
‘Positive Change Award for Sustainability’

International Investment Awards
‘International DFM FundProduct of the Year’
For Aviva Investors Emerging Markets Bond Fund

Diversity in Finance Award

Professional Pensions Awards
‘DC Innovation of the Year’
For Climate Transition Real Assets Fund.

Insurance Asset Risk’s UK & Europe Awards
‘Stewardship Initiative of the Year’

Insurance Asset Risk’s UK & Europe Awards

‘Climate Mitigation Investment Initiative of the Year’

Share Action
Ranked #3/77 and received an A rating
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UK Stewardship Code Index

Foreword
Approach
Principle 1: Signatories' purpose, investment beliefs, strategy, and culture enable 0: Foreword and approach in summary 04
stewardship that creates long-term value for clients and beneficiaries leading to 2.1: Our sustainability beliefs and approach 19
1. Highlights sustainable benefits for the economy, the environment and society. 2.3: Assessing our effectiveness 32
6: Afterword 113
8.2: Collaborative initiatives and awards 133
2. Strategy
Principle 2: Signatories’ governance, resources and incentives support stewardship.  5.2: Sustainability data providers 107
3. Integration /. Governance 116
7J: Governance, resource and incentives 17
8.1: Sustainable Investing team 131
4. Holistic stewardship
Principle 3: Signatories manage conflicts of interest to put the best interests of clients  7.3: Conflicts of interest 127

5. Providers and beneficiaries first.

Principle 4: Signatories identify and respond to market-wide and systemic risks 4.1: Our approach to holistic stewardship 61
6. Afterword to promote a well-functioning financial system. 4.2: Promoting well-functioning markets /3
Principle 5: Signatories review their policies, assure their processes and assess 7.1: Governance: 'Review of sustainability policies' section 121
7. Governance the effectiveness of their activities. 7.2: Review and assurance 123
8. Appendix 5 Principle 6: Signatories take account of client and beneficiary needs and communicate = 2: Strategic approach 18
the activities and outcomes of their stewardship and investment to them. 2.2: Client and beneficiary needs 23
Principle 7: Signatories systematically integrate stewardship and investment, 3: Integration approach 33

including material environmental, social and governance issues, and climate change,
to fulfil their responsibilities.
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UK Stewardship Code Index

Principle 8: Signatories monitor and hold to account managers and/or service
providers.

Principle 9:
Signatories engage with issuers to maintain or enhance the value of assets.

Principle 10:
Signatories, where necessary, participate in collaborative engagement to
influence issuers.

Principle 11:

Signatories, where necessary, escalate stewardship activities to influence issuers.

Principle 12:
Signatories actively exercise their rights and responsibilities.

5: Monitoring managers and service providers

4.1: Our approach to holistic stewardship

4.1: Holistic stewardship: 'Approach to engagement' section

4.2: Holistic stewardship: 'Overview of thematic priorities' section
4.3: Climate

4.4: Earth

4.5: People

4.6: Governance

4.1: Holistic stewardship: 'Approach to engagement' section
8.2: Collaborative initiatives and awards

4.: Holistic stewardship: 'Approach to escalation' section

4.1: Holistic stewardship

4.1: Holistic stewardship: 'Approach to voting' section

4.1: Holistic stewardship: 'Voting outcomes' section

7.2: Governance: 'Voting and engagement activities' section

105

61
62
74
75
88
94
100
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67

60
69
71
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Important Information
THIS IS A MARKETING COMMUNICATION

Except where stated as otherwise, the source of all information is Aviva Investors
Global Services Limited (AIGSL). Unless stated otherwise any views and opinions
are those of Aviva Investors. They should not be viewed as indicating any guarantee
of return from an investment managed by Aviva Investors nor as advice of any
nature. Information contained herein has been obtained from sources believed to
be reliable but, has not been independently verified by Aviva Investors and is not
guaranteed to be accurate. Past performance is not a guide to the future. The value
of an investment and any income from it may go down as well as up and the investor
may not get back the original amount invested. Nothing in this material, including any
references to specific securities, assets classes and financial markets is intended

to or should be construed as advice or recommendations of any nature. Some data
shown are hypothetical or projected and may not come to pass as stated due

to changes in market conditions and are not guarantees of future outcomes.

This material is not a recommendation to sell or purchase any investment.

The information contained herein is for general guidance only. It is the responsibility
of any person or persons in possession of this information to inform themselves of,
and to observe, all applicable laws and regulations of any relevant jurisdiction.
The information contained herein does not constitute an offer or solicitation to any
person in any jurisdiction in which such offer or solicitation is not authorised or to
any person to whom it would be unlawful to make such offer or solicitation.

In Europe this document is issued by Aviva Investors Luxembourg S.A.

Registered Office: 2 rue du Fort Bourbon, 1st Floor, 1249 Luxembourg. Supervised

by Commission de Surveillance du Secteur Financier. An Aviva company. In the

UK Issued by Aviva Investors Global Services Limited. Registered in England and
Wales No. 1151805. Registered Office: 80 Fenchurch Street, London EC3M

4AE. Authorised and regulated by the Financial Conduct Authority. Firm Reference No.
119178. In Switzerland, this document is issued by Aviva Investors Schweiz GmbH.

In Singapore, this material is being circulated by way of an arrangement with Aviva
Investors Asia Pte. Limited (AIAPL) for distribution to institutional investors only.
Please note that AIAPL does not provide any independent research or analysis in
the substance or preparation of this material. Recipients of this material are to
contact AIAPL in respect of any matters arising from, or in connection with, this
material. AIAPL, a company incorporated under the laws of Singapore with
registration number 200813519W, holds a valid Capital Markets Services Licence to
carry out fund management activities issued under the Securities and Futures Act
2001 and is an Exempt Financial Adviser for the purposes of the Financial Advisers
Act 2001. Registered Office: 138 Market Street, #05-01 CapitaGreen, Singapore
048946. This advertisement or publication has not been reviewed by the Monetary
Authority of Singapore.

In Canada and the United States, this material is issued by Aviva Investors
Canada Inc. (“AIC”). AIC is registered with the Ontario Securities Commission

as a commodity trading manager, exempt market dealer, portfolio manager and
investment fund manager. AIC is also registered as an exempt market dealer and
portfolio manager in each province and territory of Canada and may also be
registered as an investment fund manager in certain other applicable provinces.
In the United States, AIC is registered as investment adviser with the U.S. Securities
and Exchange Commission, and as commodity trading adviser with the National
Futures Association.

The name “Aviva Investors” as used in this material refers to the global organisation
of affiliated asset management businesses operating under the Aviva Investors
name. Each Aviva investors’ affiliate is a subsidiary of Aviva plc, a publicly- traded
multi-national financial services company headquartered in the United Kingdom.
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