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Progress against environmental objectives

Environmental

1] 50 100

N Mo change

150 200 250

W Positive progress (engagement moved forward at least one milestone during the year)

Case study: Anglo American

A Q&A with Andy Jones from Hermes EOS about multinational
mining company Anglo American.

Q: Why are you engaging with this company?

A: As a major extractives business Anglo American is one of the
world's largest emitting companies of greenhouse gases'. It has a
significant impact on the local environment through air pollution,
and land and water use. To operate in a low carbon world and
contribute to the UN's sustainable development goals, the mining
sector needs to define and deliver a new way of operating with
minimal negative environmental impact.

Q: What did the engagement entail?

A: Our engagement with the company on its environmental impact
intensified in early 2016 around a successful resolution co-led
by Hermes EOS. This asked the company to publish a stretching
climate-related target and undertake further analysis and
disclosure of the resilience of its business to low-carbon scenarios.
At the annual general meeting (ACM) that year the chair agreed
to take action on setting carbon targets following the completion
of the business restructuring, once the shape of the new portfolio
was known. We returned to the AGM in 2017 to again urge the
company to set and publish greenhouse gas reduction (GHG)
targets and advance its understanding of climate risk.

We have continued to engage regularly, both independently
and as the co-lead for the company under the Climate Action
100+ (CA100+) collaborative investor initiative. We have

seen the company’s commitment and ambition on climate
change continue to grow. We have seen an increase in external

engagement to gain industry expert input and collaboration on
external initiatives that seek a more sustainable and low carbon
path for the industry®.

Q: What progress has the company made?
A: At its sustainability day in March 2018 the company launched

a strengthened approach to climate change including a longer-
range climate target to reduce net GHG emissions by 30% by
2030, based on 2016 levels. In April 2018 we led a delegation

of investors to the AGM on behalf of CA100+ with questions

and encouragement on long-term climate strategy, risk analysis,
emissions relating to the use of the company’s products and its
approach to policy advocacy. In response to our questions the
chair confirmed the 2030 target was stretching and employed a
science-based methodology and that the company aims to ‘be in
a position to start operations’ at a carbon-neutral mine by 2030.

We continue to engage with the company on enhanced disclosure
on climate-related financial risks, and have agreed to meet a set
of relevant senior management representatives early in 2019
once the company’s first detailed report on climate scenarios has
been published. We also await the publication of the results of
the company's review of the alignment of its climate policy with
industry associations.

Based on smge 1. 2 and 3 carbon and carbon equivalent emissions data, as compiled
and modelled by CDP

? In particular, the ICMM and Transition Pathway Initiative

AHermes Investment » % & B X 3P
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COSTA GROUP HOLDINGS (COSTA)

Issue Type: Environment, governance

Industry: Food products
Asset Class: Australian Equities Growth

Country of Domicile: Australia

Each year Costa uses some 4000 While these issues potentially pose
casual fruit pickers, often on high ESG risks, our engagement
temporary visas and contracted with the company reassured the
mainly through agencies. team that these risks were being
Following issues at other listed satisfactorily managed and
companies regarding the they did not change its
underpayment of wages to portfolio position.

workers, the Australian Equities
Growth team investigated and
engaged with other potentially
“at-risk” companies to ensure
correct wages were being paid.

The team raised the risks with the
CEO, CFO and Chairman and
received assurances around
Costa's management of labour
hire arrangements including use of
only a limited number of well-
screened labour hire companies
and processes that ensure the
matching of time sheets with
payment rates.

Alirst State Investment » 3% & # %P
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Australia and New Zealand Developed Asia Emerging Markets

We made voting recommendations at 320 meetings ~ We made voting recommendations at 2,271 We made voting recommendations at 3,160
(1,666 resolutions) over the last year. meetings (20,140 resolutions) over the last year. meetings (29,110 resolutions) over the last year.

I Total meetings in favour 39.4% M Total meetings in favour 47.2% H Total meetings in favour 40.3%

M Meetings against (or against AND abstain) 60.0% [l Meetings against (or against AND abstain) 52.3% [l Meetings against (or against AND abstain) 59.1%
I Meetings abstained 0.3% Il Meetings with management by exception 0.4% M Meetings abstained 0.6%

W Meetings with management by exception 0.3% W Meetings with management by exception 01%
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JPMAMTL retains the services of ISS, a proxy voting services advisor, to assist us
with this function. As part of this service, ISS makes recommendations on each
board resolution requiring a shareholder vote, according to its governance
process. We have agreed with ISS some proxy voting guidelines which help
determine its recommendations to us, but we have the discretion to take a
differing view, based on the results of our own engagement activities, or our own

research insights.

AP G S @ NIRRT Y o IR R PRI

PRI 0T R MEP F HaTR R > B R HILd o

Il RAF HARE A TR F R OB ER T 4 AR ATRAT 12 03
WLYPFILEF PR RZT L P 23K WHLFT AT %% Hermes Investment
m:}gvéﬁ = ‘\ o

Global

We recommended voting against or abstaining on
16,379 resolutions over the last year.

-

B Board structure 45.6%

B Remuneration 251%

B Shareholder resolution 5.6%
Capital structure and dividends 10.4%

B Amendment of articles 3.5%

B Audit and accounts 4.6%

B Investment/M&A 01%

M Poison pill/Anti-takeover device 0.3%
Other 4.7%

Alermes Investment ~ & 33 F ¥ & a0k 2557
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https://www. hermes-investment. com/ukw/wp-content/uploads/2018/12/herm
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https://www.hermes-investment.com/ukw/wp-content/uploads/2018/12/hermes-equity-ownership-services-q3-2018.pdf
https://www.hermes-investment.com/ukw/wp-content/uploads/2018/12/hermes-equity-ownership-services-q3-2018.pdf
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