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ABOUT THE NORDIC ENGAGEMENT COOPERATION

Launched in 2009, the Nordic Engagement Cooperation (NEC) consists of four Nordic institutional investors
as regular members: The Folksam Group from Sweden, limarinen Mutual Pension Insurance Company from
Finland, KLP from Norway, and PFA Pension from Denmark.

Founded in 1908, Folksam is one of the largest insurance and pension providers in Sweden. We insure
every second family home and person in Sweden and are also one of the largest asset owners in the
country with EUR 59 billion in assets under management at the end of 2024. As a pioneer within
responsible investments, Folksam has spent more than two decades engaging with our portfolio
companies on issues related to climate change and the environment, human rights and anti-corruption.
We are one of the co-founders of the UN convened Net Zero Asset Owner Alliance, which means that
we have committed to transitioning our investment portfolios to net zero by 2050. Folksam is
headquartered in Stockholm, Sweden. For more details, please visit www.folksam.se.

llmarinen is one of the largest private earnings-related pension insurance company in Finland with
around EUR 63 billion assets under management. As a mutual pension insurance company, limarinen
is wholly owned by our customers. llmarinen offers statutory employee and entrepreneur pension
insurance for employers and entrepreneurs operating in Finland. llmarinen also promotes a better
working life and thus help customers succeed. In total, IImarinen is responsible for the pension security
of almost 1,2 million people. lImarinen’s mission is to invest pension assets in a profitable, secure, and
responsible manner. limarinen is a long-term investor, and it is its duty to act in the best interests of its
clients and pensioners. Responsibility is an integral part of limarinen’s investment activities. llmarinen
was the first Finnish investor to sign the UN’s Principles for Responsible Investment (UNPRI) in 2006
and one of the co-founders of Finsif — Finland’s Sustainable Investment Forum in 2010. For mor details,
please see www.lImarinen.fi.

KLP Kapitalforvaltning AS is one of the largest asset managers and a leading index fund provider in
Norway, managing around EUR 75 billion assets under management by the end of 2024. The company
is a wholly owned subsidiary of KLP, the largest public pension provider in Norway which was founded
back in 1949 by several municipalities aiming to ensure that municipalities and health care sector
workers are entitled to pension upon retirement. Today, over 900,000 people have their pensions at
KLP. KLP Kapitalforvaltning AS’s main objective is to protect and increase the value of the investments
we manage on behalf of our customers in a responsible and sustainable manner. Our ability to reach
long-term returns is directly dependent on the underlying economic activities of companies we invest
in being grounded in responsible and sustainable value creation. Therefore, KLP Kapitalforvaltning AS
has always focused on being an active and responsible owner in order to contribute to the sustainable
development of our portfolio companies. For more details on how we work with responsible
investments please visit https://www.klp.no/om-klp/samfunnsansvar/ansvarlig-investor-og-eier.
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We have made the strategic decision to cooperate by knowledge sharing and coordinating engagement
activities, to complement our individual engagement strategies on environmental, social and governance
(ESG) issues. Our purpose is to drive positive change and results in our selected engagements’ goals, and to
provide knowledge sharing that supports our engagement strategies.

PFA is an independent pension company that was founded in 1917 by the labour market operators to create
mobility in the Danish labour market and ensure pensions for those no longer able to work. Today, we have
more than 1.3 million individual and 6,000 corporate and organisational customers and around EUR 91
billion in customer funds making us the largest commercial pension company in Denmark. To preserve the
trust our customers have placed in us we invest with a view towards managing our customers’ interests as
best as possible. PFA manages the vast majority of its total investment funds internally and with knowledge-
sharing, we regard these as good prerequisites for wielding influence via ownership dialogues.
Fundamentally, we would rather be invested in a transition than waiting for it to have already taken place.
PFA thus prioritizes being an active owner that influences companies to choose a sustainable direction and
thus ensure long-term value creation via a reduction of the sustainability risks associated with PFA’s
investments. For more on PFA and responsible investments, please see pfa.dk.

Collectively NEC had approximately EUR 282 billion in assets under management as of the end of 2024.

The NEC partnership is built on the belief in constructive dialogue as the most efficient tool to achieve
change. Our cooperation flows from shared foundations in the members’ values and principles as
responsible investors, material ESG-risks and opportunities to our investment strategies and / or commonly
held companies. While not necessarily universal for all regular members of NEC, as Nordic institutional
investors we share a common background and understanding as:

1) Pension companies with long-term investment horizons
2) Customer-owned or profit-sharing business models
3) Holistic and ambitious approach to sustainability, striving to be leading investors in terms of
managing ESG issues through
a. collaborative engagement (proactive and reactive)
b. active knowledge sharing to deepen our understanding of complex ESG-issues

4) Emphasis on human rights and workers’ rights as core principles

5) Acknowledgement of our societal role and potential positive and negative impacts from our
investments

6) Signatories / integration of well-established, international conventions and standards, including
UN Global Compact, UN PRI, OECD Guidelines for Multinational Enterprises, the Paris-agreement
and responsible tax practices with regards to tax evasion and avoidance.


https://english.pfa.dk/about-pfa/corporate-responsibility/responsible-investments/
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NEC is an integrated part of the members’ regular engagement work. We engage with companies in
assistance with our service provider Sustainalytics. If the engagement goals are not achieved, other tools
are also available, such as investor letters and filing resolutions.

The engagement process is based on the identification of at least one of the following:

a) Proactive thematic engagements: proactive themes with material or principal value to NEC, and
considered to be positive ESG opportunities

b) Conflict areas: areas of conflict, its central dynamics and risks —and how they materialise on a
company level

c) Incidents: systematic screening of companies regarding their compliance with well-established
international conventions and guidelines within the framework of the UN Global Compact and
OECD Guidelines for Multinational Enterprises.

NEC engages with companies that are, have been, or are at risk of being involved in systematic or isolated
incidents that have severe consequences for NEC and the foundations of our cooperation.

Further than risk mitigation, proactive engagement activities aim to influence companies, with an
opportunity to realise positive ESG contributions to the environment, stakeholders or communities through
their actions and operations.

The NEC structure includes quarterly meetings, a clear delegation of responsibilities and a secretariat who
is responsible for the operational work. In addition, the NEC members also meet sporadically between
quarterly meetings to discuss particular issues. NEC is not a closed cooperation and it has from time to time
collaborated with other investors. As determined on a case-by-case basis, the NEC members welcome the
addition of like-minded Nordic investors as regular members.



NEC 2024: HIGHLIGHTS FROM THE YEAR

A cornerstone of the NEC partnership is members joining forces to increase the ability to influence, as well
as knowledge sharing. During 2024, the collaboration continued to focus on human rights issues, an area
often put in the shadow of environmental topics. Beyond influencing via company dialogues, NEC aims to
contribute to increased awareness about human rights issues in the investor community.

All meetings during 2024 were hosted in person. Beyond discussions amongst the NEC members, in its
role as the collaboration’s facilitator, Sustainalytics coordinated the quarterly meetings and delivered
tailored sessions drawing on the knowledge of in-house and external experts. When hosting a meeting,
the host investor invites a company or another relevant stakeholder to speak on a relevant theme, which
then continues as a theme for the day.

Below is a summary of the quarterly NEC meetings in 2024, their focus areas as well as invited speakers:
Q1 NEC meeting - Mining

Held in Copenhagen with a focus on mining.

External speaker: FLSmidth

Representatives from Danish company FLSmidth came to speak about their dedicated Mission Zero
Programme, as well as their overall efforts within Human Rights. FLSmidth & Co AS is a company that
designs, manufactures, and supplies machinery, cement plants, and minerals processing solutions and
provides services along with the construction.

Deep dive session: Megatrends in mining and company examples of Sustainalytics ongoing engagements
with mining companies.

In the afternoon Sustainalytics’s proxy voting team held a session titled "Implementing a Human rights
lens to voting". Themes within the space that would shape 2024 were Freedom of Association,
Responsible Al, Abortion Rights, Supply Chain Due Diligence, Environmental Justice and Anti-ESG all with
impact on HR resolutions.

Q2 NEC meeting — Freedom of Association

Held in Stockholm with a focus on Freedom of association.
External speaker: IF Metall

Representatives from the union presented examples of best in class and how they have been working with
large Swedish companies in the retail sector. They are now looking to expand that type of approach into
other sectors. IF Metall also shared experiences working with younger as well as international companies,
were there recently have been escalating conflicts in Sweden around Freedom of Association rights.

Deep dive session: Sustainalytics hosted a session about stewardship in the context of the developing
regulatory environment.
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Sustainalytics engagement team also presented company examples of the North American perspective on
Freedom of Association.

Lastly, there was a session of the AGM season related to ESG ballots presented.

Q3 NEC meeting - Biodiversity

Held in Oslo with a focus on biodiversity.

External speaker: Mowi

A representative from the Norwegian seafood company Mowi spoke about the work they do to help
improve biodiversity and minimise the damage from their activities in the ocean.

Deep dive session: Sustainalytics talked about the fishing industry from the lense of its ongoing
Biodiversity programme and shared insights into ongoing company dialogues.

Further, Sustainalytics led a session on the topic of Just Transition. There was a discussion amongst the
NEC members on how they view this area and how they incorporate it into their ESG work.

They day ended with a Roundtable amongst the members, discussing how they work with Human Rights
in practice. The fruitful discussions sparked ideas for future collaborations.

Q4 NEC meeting — labour rights

Held in Helsinki with a focus on Labour rights

External speaker: Ylva

Ylva is an Asset Manager of Helsinki University student union, owned by the students.

The speaker presented their focus on inclusivity in the construction sector. It has been a cornerstone in
their latest projects from start and is present in documents with the contractor. It is also monitored
regularly throughout the project. Examples include introduction, praying rooms, interviews, and ensuring
anonymous whistle blower system is in place

External speaker: Tornator

A representative from Finnish forestry company Tornator emphasized the importance of inclusivity in the
construction sector, advocating for it to be integrated from the start and monitored throughout projects.
They highlighted challenges in ensuring fair working conditions for foreign seasonal workers, often from
Eastern Europe and Thailand, particularly regarding wages, hours, safety, and permits. To address this,
Tornator has engaged a third party to audit companies employing the most foreign labor.

Deep dive session: In the afternoon engagement managers from Sustainalytics led a deep dive into
frameworks of assessing risk management, using case studies on Forced Labour.



Further, the engagement team also presented the biannual update on the Human Rights Accelerator
Programme.

To read about the engagement outcomes from 2024, where NEC successfully contributed to relevant
improvements, please see the next section.
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ENGAGEMENT BRIEF

THEMES AND CASES

NEC joined Sustainalytics’ three-year Human Rights Accelerator (HRA) thematic engagement in 2022 as
part of our efforts to uphold our responsibility for ensuring that portfolio companies respect human
rights.

The HRA engages with companies to help accelerate the establishment and implementation of effective
human rights due diligence (HRDD) as outlined in the United Nations Guiding Principles on Business and
Human Rights (UNGPs). As per the UNGPs, companies have a responsibility to respect human rights, and
to do so they must put in place management systems that prevent, mitigate and/or remediate these
impacts. The HRA aims to contribute to improvements in the livelihood of workers, farmers and local
communities directly involved in three focus sectors: electronics, mining, and cocoa. To that end,
companies need to implement robust HRDD that considers the operating context and root causes of their
salient human rights risks.

The HRA is engaging with twenty companies across the three sectors mentioned above, focusing on the
following KPI categories:

e Human Rights Due Diligence, Livelihood and Living income, and Joint engagement (common to all
three sectors); and

e Fair Remuneration and Living wages (Electronics), Community Engagement and rights (Mining),
Child Labour (Electronics and Cocoa).

NEC identified two companies of particular interest to its membership: BHP Group Limited and Freeport-
McMoRan Inc. The engagement with both companies is led by Sustainalytics in its role as “collaborating
investor” through the UNPRI Advance Initiative, a stewardship initiative where institutional investors work
together to take action on human rights and social issues. The initiative was officially launched in
December 2022, and dialogues with both companies started in 2023. In 2024, two conference calls were
held with BHP Group Limited and one call was held with Freeport-McMoRan. An update on the

engagement with these companies is provided below.

The HRA also aims to contribute to the following UN Sustainable Development Goal(s):



https://www.unpri.org/investment-tools/stewardship/advance/the-companies
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OVERALL HUMAN RIGHTS ACCELERATOR ENGAGEMENT UPDATE

Eighteen companies are actively participating in the HRA programme. In 2024, there were 231 email
exchanges, three phone calls, and 26 meetings with these companies, which included 24 conference calls
and two in-person meetings.

To enhance understanding and engage effectively with companies, the HRA established regular
conversations with key stakeholders, including the International Labour Organization, the International
Council on Mining and Metals, the Rainforest Alliance, Oxfam Novib, and the Business and Human Rights
Resource Centre. Consultations were also conducted with representatives of workers and local
communities, such as trade unions and community-based organizations, to gain insights into their
perspectives on company performance. The input from the stakeholders was integrated into the
discussions with the companies.

Key discussion topics with companies included living income and wages, the prevention of forced and
child labour, the establishment of operational-level grievance mechanisms, labour union relations, and
workplace sexual harassment. For mining sector companies, particular emphasis was placed on their
relationships with local communities, specifically their adherence to and implementation of Free, Prior,
and Informed Consent (FPIC) principles.

Engagement methods are tailored to the characteristics of each company. For companies with a long-
standing tradition of engaging with investors, traditional question-and-answer formats are used during
meetings. These mature companies often progress slowly, facing various obstacles or reluctance.
Communication focuses not only on expectations but also on understanding their slow progress and
providing constructive recommendations.

For companies new to engagement and eager to learn, good practice examples are prepared and shared.
These companies are committed but just beginning to conduct Human Rights Due Diligence (HRDD).
Sharing good practice examples can provide these companies with a solid foundation to start their efforts
effectively.

For companies less open to engagement meetings, the focus is on clearly communicating investor
expectations. Additionally, achievements are acknowledged, and constructive improvement suggestions
are offered carefully and thoughtfully. These feedback loops are vital in helping this group of companies
perform at their best.

HUMAN RIGHTS ACCELERATOR DEVELOPMENTS IN 2024

Key improvements

Significant improvements have been achieved by companies in three key areas: governance structure,
executive compensation, and grievance mechanisms. Firstly, clear reporting lines for human rights issues
have been established. Several companies have implemented specific structures within the board or at
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the executive management level to report matters related to human rights risks. Additionally, there has
been notable progress in disclosing the link between executive compensation and the company's
performance in respecting human rights. Furthermore, companies have enhanced the accessibility of
grievance channels and improved the transparency of their mechanisms. These developments
demonstrate adherence to commitments under the UNGPs and continuous efforts towards alignment
with these principles. Detailed breakdown in box below.

Key improvements in 2024

e Governance structure, measured by multiple sub-indicators, such as board committee responsibilities,
human rights reporting frameworks, and policy commitments. 12 out of the 18 companies improved
on these governance-related sub-indicators.

e Grievance mechanism is assessed through additional sub-indicators, including the eight effectiveness
criteria of the UNGPs, remediation procedures, and human rights awareness training. 13 out of 18
companies made improvements in this area.

e Board compensation is measured by a single sub-indicator: whether executive compensation is linked
to respecting human rights. While only 9 out of 18 companies made this improvement, it represents a
significant step forward. Most HRA companies link executive compensation to ESG but explicitly linked
it to human rights performance remains a challenge.

Areas for improvement

During the engagement process, areas for improvement were also identified, specifically in executive
compensation, policy implementation, and grievance mechanisms. Although many companies could
demonstrate that human rights play a role in executive pay, the precise methods and criteria used to
assess this performance and determine compensation are not disclosed or properly explained in detail.
Additionally, while most companies have established human rights policies in line with international
standards, very few disclose specific policies related to their salient risks. For instance, electronics
companies have all committed to universally recognized human rights, yet not all disclose measures to
prevent human rights abuses such as forced labour within their supply chains. In recent years, electronics
companies have continued to face scrutiny from academia and the media regarding their links to forced
labour practices within their supply chains.

Despite significant improvements in grievance mechanisms over the past year, most companies still
struggle to gain the trust of intended users and provide fair and easy access to remedies. For example,
companies in the cocoa sector have acknowledged limitations in engaging with farmers and earning their
trust due to the complexities of cascading supply chain relationships. Grievance mechanisms covering
farmers and farm workers are still in their infancy. Companies’ grievance mechanisms have yet to meet
the effectiveness criteria outlined in the UNGPs.

During the consultations with local stakeholders, a notable practice-outcome gap was identified. An
illustrative example from the mining sector can shed insights into this gap. Mining companies have
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comprehensive policies and procedures aimed at engaging with local communities and showing respect
for their rights. However, they still face significant criticism from the rights holders. Communities and
other stakeholders often reported that the company's promises were not fully implemented. This
highlighted that the measures taken to implement policies were ineffective and revealed a significant lack
of communication with stakeholders.

UNPRI ADVANCE UPDATE

One important collaboration within the HRA is the active participation in the UNPRI Advance programme.
Advance is a collaborative stewardship initiative that brings institutional investors together to work on
human rights and social issues. The collective influence brought by the participants is leveraged to drive
positive outcomes for workers, communities, consumers, and society.

In collaboration with UNPRI Advance, the HRA engaged with five mining sector companies. Regular
meetings among the collaborating investors in UNPRI Advance discussed common interest areas and
developed engagement strategies with the companies. In total, ten meetings were organized with
companies in the UNPRI Advance programme in 2024.

BHP GROUP LIMITED

The engagement strategy includes a focus on human rights in the supply chain, workforce disclosures, just
transition, community engagement, political lobbying, sexual harassment, and racism.

BHP demonstrated a standard response to the engagement. During the two conference calls in 2024, the
investors and the company discussed supply chain human rights monitoring, including forced labour
prevention and grievance mechanisms, worker health and mental well-being, and sexual harassment
issues. Furthermore, the company shared an update on the court cases, remediation and victim
compensation related to the Samarco disaster.

In its 2024 annual report, BHP enhanced its disclosure of grievance reports related to workplace
harassment. The report revealed that the company received 109 complaints of racial harassment, with 23
cases confirmed. As a result, 21 individuals were dismissed or resigned. Additionally, 100 cases of sexual
harassment were substantiated, leading to the termination or resignation of more than 100 responsible
individuals. This increased transparency highlights BHP's efforts to establish a system that strengthens
workplace psychosocial safety.

FREEPORT-MCMORAN INC.

The engagement strategy focuses on stakeholder and rightsholder engagement, grievance mechanism
and remediation, environmental issues and local communities, and local socioeconomic development.

FCX demonstrates a standard response to the engagement. There was one conference call in August
2024. During the meeting, the investors and the company discussed water quality monitoring, the
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findings of the Human Rights Impact Assessment, community engagement and social license, as well as
grievance mechanisms. The group of investors urged Freeport to enhance its transparency by disclosing
more detailed water quality data and complaints data. Additionally, they recommended improving
engagement with rating agencies such as Sustainalytics, with a focus on environmental and biodiversity
matters.

The company's 2024 sustainability report shows slight improvements in disclosure, particularly in water
management and grievance mechanisms. It provides more detailed insights into strategies for handling
both water shortage and excess water at Grasberg, ensuring local transportation for communities.
Additionally, the report discloses that the company received 171 grievances from local communities, with
the most common concerns related to environmental impact, employment opportunities, land access,
and community investment.

A GLIMPS INTO 2025

As the Human Rights Accelerator programme is concluding end of Q1 2025, human rights focused
engagement will continue in Morningstar-Sustainalytics Human Rights and Transition Stewardship
Programme. The programme was launched in Q1 2025 and will engage 50 companies along renewable
energy supply chains. Targeted sectors are mining, solar and wind manufacturers and energy utility
companies. Mining sector dialogues from the Human Rights Accelerator will continue in this new
programme, including those within PRI Advance. The new programme will build on gaps identified in the
Human Rights Accelerator, such as the lack of effective and fit-for-purpose grievance mechanisms and
stakeholder engagement with project or operational affected local communities. At the core of the
Human Rights and Transition Programme will be corporate alignment with the UN Guiding Principles on
Business and Human Rights. Besides being the minimum safeguard towards rights-holders, corporate
respect for human rights is also a key enabler to build resilient companies essential to the green transition
economy. The new programme seeks to support progression on these objectives.
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