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l. Intro

1. Executive summary

2023 was yet another challenging year in relation to climate change. Again, several significant physical
climate events hit thousands of people, ranging from devastating floods in Libya, Australia and Europe,
to droughts and wildfires in Greece, Chile and wider Asia. At the same time, geopolitical tensions,
inflation and supply chain bottlenecks impacted the transition towards a low-carbon economy, while
COP28 was considered historical by some.

All these events significantly impacted economic activities and investors worldwide. Furthermore, they
might increase the likelihood of delayed, disorderly policy responses. To mitigate climate risks and
contribute to the transition as a financial institution, DPAM initiated the implementation of the TCFD
recommendations in 2019. In 2023, we enhanced our approach and integrated climate-related risks and
opportunities to a greater extent in our investment decision making processes. This includes assessing
both the climate alignment of our investments from a values perspective (i.e. linking our NZAM
commitment) as well as transition alignment from a value perspective (i.e. linking the impact of corporate
targets and target achievement on shareholder value creation).

On all levels, from governance to metrics and targets, we continued our efforts to identify areas for
improvement based on best practice and internal research. From a governance and policy perspective,
we continued our dedicated online and in person training on various climate topics, both for
internal and external audiences, ranging from TCFD recommendations and climate risk assessments at
issuer level, to Net Zero. Furthermore, we continued our efforts to enhance our voting (escalation)
policy and prepared for upcoming Climate Resolutions or so-called Say-on-Climate votes. Our
existing framework with follow-up via formal engagement letter, detailing our voting behaviour and
considerations, was revised for the 2024 voting season. On the research side, we continued our
approach of assessing the most carbon emitting positions in our investment portfolios, enhanced the
assessment template to focus more on corporate transition planning, and enhanced the
implementation of our process for formal outcome reviews and follow-up. Furthermore, our voting
escalation was revised and finetuned.

From a risk management perspective, throughout 2023 we enhanced our TCFD Dashboard to assess
risk and opportunities exposure at DPAM level by integrating additional data sources such as target
credibility ratings and performance (trend) data, which also provides additional insights into Net Zero
target tracking.

To conclude, on the metrics and targets front we set up the required tools and procedures to meet
the SFDR reporting obligations, which include disclosure on climate-related principle adverse impact
indicators. From a target setting perspective, we implemented monitoring tools to track our Net Zero
commitment at DPAM level and portfolio-linked Net Zero target setting. Furthermore, note that all
SFDR-classified article 8+ or 9 funds include a climate-related KPI (target) in their investment
approach.

Note that the report covers our scope 3 financed emissions, consistent with the sector-specific net-zero
alliance commitments, as these are significantly larger than our operational scope 1 and 2 emissions.
For the latter, werefertoBank Degroof Pet e-finanmiare®A/ NVds non

2023 has been characterised by an increased focus on Biodiversity, among other initiatives, such as
Nature Action 100+ and aligning with the Task force on Nature-related Financial Disclosures. Both
emerged from climate-related concepts, respectively CA100+ and TCFD. As a sustainable and
responsible investor, throughout 2023, DPAM has been exploring its approach towards the increasingly
prominent topic of integrating the TNFD principles.


https://annualreport.degroofpetercam.com/2022/downloads/DP_AR2022_NONFINANCIAL_EN.pdf
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lI. Overview2023 Activity
1. From TCFD to GFANZ

DPAM6s Net Zero commitment i s r ef lbhasediTargetspontfoia t ar get f ol
coverage approach for its SFDR-defined article 8, 8+ and 9 strategies. However, following discussions

with one of the organisations we are a member of, regarding our approach to Net Zero, it was stressed

that we should reflect our activities, as stipulated in our TCFD report, accordngto GF ANZ6s f r amewor k
O0Financial -fesbi TuoansduedNthasighflcatogedap and alignment with the

proposed framework. To align with market practices, in the coming year, we will transition our

disclosures according to the GFANZ framework.

The GFANZ framework, similar to DPAMO6s approach, cover s
emissions, consistent with the sector-specific net-zero alliance commitments.

Comparing GFANzZ6s FI Net Zero Transition Plan framewor k
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A more detailed overview of alignment with the GFANZ framework, with references to the corresponding
section in the 2023 report, is provided below:

. Implementation Engagement Metrics &
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2. Governance

Oversight and committees were not changed in reporting year 2023.

In 2023, we continued our training activities, both internally and externally. A bespoke training module

was set up for all investment professionals, from portfolio managers and analysts to sales and marketing,

on several topics, which integrated climate elements such as TCFD risk assessments, engagement and

the EU Taxonomy regulation. The trainings, which were accompanied by a formal test, included the

applied frameworks, our approach, actions taken and next steps. Interestingly, those trainings also

provide insights on the approach and views of our clients. By sharing specific client requests linked to

climate change, and discussing our approach, we strongly believe our sales teams are better prepared to

handl e similar requests in the future, with a critical
approach.

Furthermore, linked to our strategy and risk management approach, several SRI policies were revised in
2023 to take into account climate-related risks and opportunities (for example, the Controversial
Activities Policy, the Engagement Policy and the Voting Policy). More information can be found in the
next section.




TCFD implementation: internal roles & responsibilities

Management Board

+ Oversight and review of all documents/tools related to strategic approach,
risk management and metrics & targets, incl. TCFD report
Integrating climate-related risks and opportunities in overall DPAM strategy

0 TCFD Steering Commitee

» Reporting to Management Board on implementation/integration progress
+ Evolution and steering of operational integration by all actors (PMs, analysts,
risk)

Strategy Risk Management
& Stee rlng » Compliance/eligibility screening based on climate-related criteria

+ Integration of climate-related risks in overall risk management + review SAA

Responsible Investment Steering Group (RISG)

Steering of specific cases/review of documents prior to integretion or
submission

Guidance during implementation of TCFD action plan

Directly reports to the DPAM Management Board

Analysts & Portfolio Managers

+ Integration of climate change factors in the investment case
Engaging with companies on climate change factors
» Participating in collaborative engagement initiative

TCFD Steering Commitee

Keeping overview of TCFD implementation and internal structure at DPAM
level

Facilitating integration in investment cases & PM/analyst engagement with
companies by developing tools, techniques and data sources
Management of external data (providers) and memberships

Proxy voting on climate related shareholder resolutions

Leading individual & collaborative engagement initiatives + with data
providers

Integration

Source: DPAM



3. Strategy & risk management

3.1Linking climate changeanfit | a Qa Ay @SadyYSyd | OGAGAGASA

As an Asset Manager, DPAM manages investment strategies (i.e. funds and mandates). The optimal
assessment of risks and expected returns is core to our business. Apart from the direct climate impact on
our investees (physical and transition risks), climate change also has a more direct impact on our
investment activities, for instance via specific regulation for asset managers or requests coming from our
(institutional) clients (please see below).

The relationship between risk and transition planning

Risk management practices

Climate-related risk management (including scenario analysis) identify
the need for transition plans, and

help achieve net-zero goals

Both activities use
common data, metrics,
and pathways, and
involve engagement
with clients and
portfolio companies
Net-zero

transition plannin
Implementation of a NZTP P 9

can contribute to the Operationalization of net-zero commitments
mitigation of both physical in the institution's core business activities

and transition risks

Source: GFANZ

As mentioned earlier in this report, 2023 was yet another challenging year with respect to climate change
(please see section 1).

To mitigate climate risks and contribute to the transition, DPAM continued with the implementation of
the TCFD recommendations, begun in 2019. In 2023 we enhanced our approach and integrated
climate-related risks and opportunities to a greater extent in our investment decision making processes.
On the one hand, we focused on climate alignment from a values perspective (see also Engagement for
Values and Convictions). On the other, we focused on transition alignment from a value perspective.
This includes assessing the impact of (corporate) targets and target achievement on shareholder value
creation. This could be complemented by engagement. The figure below shows the link between climate-
related risk management and net zero transition planning.



In the following sections, we wil/ d e mitigaté theeimpBcP AMO6s appr
of climate change on our investment activities through our investees, as well as the more direct impact of
climate change on our investment activities.

3.2Climaterelated risk identification and risknanagement

1. TCFD aligned climate risk assessment approach i DPAM proprietary assessment sheet

The standard, industry-specific assessment template has been evolved to a more detailed template
which includes company-specific information. To recap, the initial template was developed in close
collaboration with our buy-side analysts and portfolio managers. The template is based on the four pillars
of the TCFD (see Annex I) and consists of several company-specific, customised fields (including
material risks and opportunities), which allow us to assess the strategic positioning of a company with
respect to climate change and the transition towards a low carbon economy. The template requires input
from multiple sources, including our external ESG/carbon data providers (i.e. Sustainalytics and Trucost)
as well companies, NGOs, academic research entities and our own internal assessments.

The template has been revised to ensure several data points and metrics are automatically populated, to

allow for a more qualitative review and assessment, beyond data collection. For all TCFD sectors, we

defined material risks, although in the new template, we rely on material risks directly reported by our

investees to CDP. Starting from the identified risks, which includes an exposure assessment in addition

to quantification of costs and mitigation measures, an in-house outlook on the risk is prepared. We

believe it strengthens the approach as our analysis is based on company-reported information, combined

with external information. Furthermore, to identify and quantify opportunities related to the climate

transition, the template has a dedicated section focusing on opportunities, which also comprises

el ements |inked to the companyods str adiregpraductsandi ti oni ng
services, etc.).

10



The relevance of DPAM6s TCFD assessment appr

Research

Enhancing integration in fundamental research in a standardized manner
Assessing/quantifying the intangible ‘climate risk’ by combining different data sources/points,
ultimately with clear outcome for PMs (reputational risk, financial risk, strategic positioning, outcome)

Portfolio Management

Making the link with carbon/SBT KPI in Prospectus (art. 8+/9 funds)
and Net Zero commitment

MIFID ii (principle adverse impact consideration » multiple climate-linked KPIs,
EU Taxonomy)

Tackle stakeholder questions on climate integration, climate risk exposure
or controversial climate names (labels, clients, consultants, etc.)

YES, but achievable?
(Rep./ligit. Risk**), no techn.
or market risk due to transition?

Carbon/

Climate Risks
+ Valuation

Regulation (carbon (for investees Assess top 5 emitters
tax, EU ETS, etc.) & portfolios) via TCFD assessments
Market (end client, - Hotspots for
suppliers, etc.)* climate risks
Technology (compe- +  Crucial for portfolio
tition) targets due to
Reputation/legal contrib. (KPI i
(litigation) prospectus + Net NO, but carbon_rlsk ma_naged?
Zero target + EU Issue for reaching KPI in Prospectus
Tax) and Net Zero target***? EU Tax. exposure?

MIFID Il concern? Valuation concern? ****

Source: DPAM

Due to the revision of the template and as part of our learning process, we re-initiated our training
program in 2023. All portfolio managers and analysts received specific training, provided by the RICC, on
the use of the assessment template, its indicators/metrics and the available data files and sources. New
trainings have already been provided in early 2024 and these will be repeated annually.

11




Case study: increased conviction due to engagement, but continued monitoring required

Recent years were characterized by a rise in SBTi commitments and validations. However,

M&A activities or spinoffs and separations of businesses have, unsurprisingly, impacted ESG

commitments and targets, including climate targets. As a result, following the announcement

of a separation of businesses at one of our investee companies and the difficulty of assessing

the next steps in terms of climate risk management and the ambition of the investee (identified

during the TCFD or climate-risk assessment), DPAM decided to join a collaborative

engagement initiative (NZEi) to explore the implications of this split for its SBTi commitments,

whichformt he basi s for assessing whether -aarbanompanyds st
economy.

Together with other investors, this chemicals company was approached via a formal letter
which stated our expectations for credible climate transition planning. This was followed by a
virtual meeting with the company, focusing on the implications of the split for the commitments
of the resulting entities. The company confirmed one of the two businesses, the low-carbon
part, will inherit the target, while the company will explore the feasibility and credibility of target
setting for the other, carbon-intensive entity. Some of the complexities were raised and
elaborated on.

Following a debrief between investors, it was decided to reach out to the company in Q1 of

2024 to push further for more disclosures in its Annual Report 2023 and 2024 on the status,
potential hurdles and timeline for a formal commitment. Further engagement will proceed on
the alignment of strategy and business operations with the target (see Corporate Transition

Plan disclosures).



2. TCFD aligned climate risk assessment approach i What has changed during 2023?

Following the initial assessment cycles (2020-2021-2022), some revisions were implemented by the
TCFD Steering Committee, at the end of 2022, to improve the implementation process. Associated
insights and follow-up provided for the 2023 cycle included:

Formal review of the assessments between analyst and PM to be enhanced by offering an
extended timeframe, in addition to extended outcome options (combination of options, such as
informal engagement combined with proxy voting recommendations) and support guidance
documents (including key questions to tackle during the review). Based on that review, a decision is
taken on the next steps (for example, increased conviction, (in)formal engagement, proxy voting,
exposure changes, divestment);

Template adjustments including regulatory compliance information. As a result of different
evolutions on the regulatory front, the templates were adjusted to consider relevant fields focusing
on, for example, compliance with the (preliminary) EU Taxonomy regulation and Transition Plan
Disclosure recommendations and requirements. In terms of setup, more focus was put on analyst
sentiment and overrule of externally provided data and information. Furthermore, as discussed
above, the risk section was significantly revised to include corporate-reported material risks, financial
impact estimates, mitigation costs, time horizons and likelihood estimations, with an analyst
sentiment and qualitative overlay option. Furthermore, an opportunities section was added to better
reflect and assess the strategic (transitioning) position of the investees that did not solely focus on
risk.

Note that as mentioned in the previous report, at the end of 2022, the process was re-evaluated and
some (final) changes were made to optimise the assessment. The main changes for the 2023 template
included:

Company reported data: the amount of company-reported data fields increased

SFDR/portfolio performance: a more direct link was made with KPIs at the portfolio level, including
those linked to the Principal Adverse Impact indicators, as defined by SFDR, to ensure the most
carbon intensive positions are properly monitored and that portfolio managers can more easily
assess and identify red flags.

Opportunities: next to the strategic positioning versus climate-risks, a more detailed review will be
made of an issuer 06s prelstadbppartonitesg ver sus cl i mat e

Escalation approach: the final assessment outcome can be split into different actions. Analysts will
have the opportunity to, among other actions, suggest escalation via proxy voting.

How is this further integrated in fundamental decision making?

Note that carbon reduction targets can be regarded with a somewhat longer time horizon, provided they
are supported by enough medium-term milestones (for example, set as part of SBT targets). Like other
financial and non-financial targets and data, the carbon reduction objectives of investees are analysed

critically and fundamentally, for example via the TCFD aligned climate risk assessment, outlined above.

On the one hand, we need to focus on climate alignment from a values perspective (see also
Engagement for Values and Convictions). On the other hand, we need to focus on transition alignment
from a value perspective. This includes assessing the impact of targets and target achievement on
shareholder value creation. If necessary, this involves engagement.

Much like accounting-b ased reporting helps us evaluate whether a ¢
financial targets, external carbon tracking data (CDP/Trucost) helps us anticipate and evaluate
environmental risks to our analysis. In doing sowe aimtodet ect potenti al Aimi sseso ear |l

For example, sector analysis showed that decarbonisation paths in the materials processing industry
depend heavily on new technologies that are not operational/economical today. We take this into
account by integrating that risk into the overall modelling (capex/opex implications and the likely
readiness of technology). This has meant that, within materials, we have preferred companies with more
tangible and profitable paths to emission reduction, for example those relying more heavily on more cost-

13




efficient renewable energy sources. Following the European energy crisis in 2022 these companies were
also financially less impacted.

Compiling the fundamental, bottom-up work ideally leads to a more forward-looking reduction target at
portfolio level that leaves a buffer for non-linearity which is not too dependent on macro-economic
fluctuations such as inflation and energy prices, etc.

3. TCFD aligned climate risk assessment approach i Scope of the assessments

Climate-related risks can have an impact on individual positions, but also at the aggregated portfolio

level. Hence, to assess risk exposure at portfolio level, it was agreed to conduct the proprietary TCFD

assessment for the most GHG intensive positions (tCO2/ USD mn sales) of each actively managed
investment strategy in order to have a representative
This was a deliberate choice, since for our actively managed sustainable strategies, the top 5 emitters

based on scope 1,2 and 3emissionscontri bute, on average, over 50% of
intensity.

4. DPAM level: strengthening portfolio construction criteria

DPAM6és climate commitment is also translated into the
strategies. All our sustainable strategies must comply with stringent investment criteria related to carbon

intensive power generation (aligned with the Paris Agreement) and fossil fuel exposure. We continued

our approach in 2023, more information can be found in our Controversial Activities Policy.

By applying these investment criteria, in combination with specific climate risk assessments, our
investment professionals (for sustainable and mainstream strategies) increasingly question the financial
viability of different business models within the targeted industries (by the label and the TCFD
recommendations) and hence become even more critical when making investment decisions.



file:///C:/Users/CB0320/Downloads/controversial-activity-policy-enBE%20(6).pdf

3.3 Strategic asset allocation, monitoring and scenario analysis

We continued to integrate climate elements in our strategic asset allocation approach and monitoring. A
summary of our approach, next to highlights of 2023 developments, are described below. This
covers:Managing climate-related risks at company level: enhancing our TCFD dashboard

TCFD Dashboard & market monitoring
Scenario analysis and integrated accounting

Climate solutions

1. Managing climate-related risks at company level: enhancing our TCFD dashboard

We launched several projects, involving different parties to ensure climate-related risk management is
integrated in our strategic asset allocation and we continued to monitor the dashboard and
implement further changes to improve its content. In collaboration with our Risk Management
department, a TCFD dashboard was developed to track investments by TCFD industry. The dashboard
is reviewed during quarterly TCFD Steering Committee meetings and a number of checks are performed,
for example assessing the exposure to certain industries with increased climate-related regulatory
scrutiny.

Furthermore, through the dashboard we focus on the top holdings in the most carbon intensive industries
as they might pose specific investment risks if not properly managed/monitored.

In addition to identifying our exposure to carbon intensive industries, scenario data for different risk
indicators is added to the dashboard, an approach largely aligned with the methodologies of the
European Central Bank and Federal Reserve Bank of New York factors for climate stress testing:

Fossil fuel exposure: by focusing on the total fossil fuel exposure of DPAM investments, the

objective is to monitor and manage the financial and reputational risk associated with it. Since fossil

fuel exposure may go beyond the GICS energy sector classification, several indicators are retained

as there is no unique indicator to assess Oexposurebod.

Physical risks exposure: three physical climate risk scenarios are applied, based on different time
horizons and temperature estimates. These are linked to seven physical risk estimates, which are
aggregated at the physical asset level of an issuer to an aggregated issuer level score provided by
an external data provider.

Carbon earnings at risk: transition risks are quite broad, ranging from regulatory risks to market or

technology risks and could include fossil fuels risks. As a proxy for assessing transition risks in a

standardi sed manner , it was agreed to monitar car bon
% of EBI TDAOd according to three scenarios, provided &
been agreed to target the more stringent scenario, due to recent market evolutions notably under

the EU ETS (see further below).
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Based on the above indicators, warning thresholds and escalation steps are defined to ensure follow up.
Our TCFD assessments at investee level start the escalation since these rely on the experience and
insights of the analysts and portfolio managers. Since mitigation measures can be implemented by
corporates to tackle the above-mentioned risks, the TCFD committee initiated the inclusion of mitigation-
related data in the dashboard.

Mitigation measures: to assess the mitigation commitments and capabilities of issuers in the
dashboard assessment, it was agreed to add information related to Sciences-Based Target setting
(to assess commitments), EU Taxonomy alignment (to assess performance and/or investments) and
internal TCFD assessment coverage (to assess overall risk exposure).

Extract of TCFD dashboard: sector exposure sheet

Coal Power Coal Mining Fossil fuel
Socter croup ULTMATE PARENT cou | MAY | ' | Geneaton | sector Revenues | capxtota | SRR | SRR | M
Energy Electric
Energy Electric
Energy Electric
Energy Electric
Energy Electric
Energy Energy-Alternate Sources
Energy Energy-Alternate Sources
Energy Energy-Alternate Sources
Energy Energy-Alternate Sources
Energy Energy-Alternate Sources
Energy Gas
Energy Gas
Energy Gas
Energy Gas
Energy Gas
o 2 TOP 5BY TCFD GROUP:
- Invested amounts & exposure levels
Energy Qil & Gas
Energy Oil & Gas
Energy Cil & Gas
Energy Oil & Gas Services
Energy Oil & Gas Services
Energy Oil & Gas Services
Energy Oil & Gas Services
Energy Oil & Gas Services
Energy Fipelines
Energy Fipelines
Energy Pipelires
Energy Pipelines
Energy Pipelines

Source: DPAM

Via the dashboard above, our TCFD Steering Committee reviews asset exposure to carbon/GHG-
intensive industries and further steers asset allocation decisions. As such, specific topics such as fossil
fuel exposure can be assessed and aligned with our policies and convictions in addition to the traditional
risk/compliance checks implemented by our RICC and Risk Management teams.

The dashboard was further extended by adding target credibility scores and GHG emissions trend

information. It takes into account the target set by the investee to identify possible red flags and to allow

for mitigation of financial and/or reputational risks. In addition financed emissions were added to develop

insights into the weight of the I &@lewvingforsoreinforrdeB AM6s t ot al
monitoring and final decision making. The following table depicts this for the Materials and Buildings

TCFD sector.
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Rank Group Active Index

Funds Funds CbP f
Exposure Exposure CDP Rating Rating SBT Target Target ngFe[;sme SBT or _I?;Sr;;ethra:r;(r:]y S12 Trend Financed
(%) (%) (scope 1/2) (scope crediblity trend nt TCFD d emissions
1/2/3)
Aerospace/De OFF
1 fense 74.67% 25% 1.5 2.0 Approved 3.01 no yes TRACK 0.01 0.1%
Aerospace/De ON
2 fense 34.29% 66% 1.5 2.0 Approved 1.5 yes yes TRACK -0.05 0.7%
Aerospace/De OFF
3 fense 84.19% 16% 1.5 2.0 Approved 1.77 no yes TRACK -0.03 0.1%
Aerospace/De Not ON
4 fense 0.00% 100% 1.5 3.1 commited 47% 1.5 no no TRACK -0.07 0.0%
Aerospace/De Not OFF
5 fense 33.51% 66% 3.1 3.1 commited 47% 3.1 no no TRACK 0.03 0.0%
Building OFF
1 Materials 98.38% 2% 15 2.0 Approved 3.1 yes yes TRACK 0.03 0.3%
Building Not not Not
2 Materials 95.78% 4% 3.1 3.1 Committed 35% covered no yes covered covered 0.1%
Building ON
3 Materials 88.22% 12% 15 1.7 Approved 15 yes yes TRACK -0.07 1.0%
Building OFF
4 Materials 85.22% 15% 15 1.6 Approved 3.1 yes yes TRACK 0.04 0.3%
Building Not Not not Not
5 Materials 83.99% 16% 3.1 3.1 commited 0% covered yes yes covered covered 0.0%
OFF
1 Chemicals 94.00% 6% 1.8 1.9 Approved 3.1 yes yes TRACK 0.04 1.2%
OFF
2 Chemicals 72.59% 27% 1.8 2.3 Approved 3.1 no yes TRACK 0.07 0.2%
Not Not Not Not Not not Not
3 Chemicals 98.62% 1% covered covered commited covered covered no no covered covered 0.2%
Not not Not
4  Chemicals 87.25% 13% 1.8 2.9 Approved covered no yes covered covered 0.0%
OFF
5 Chemicals 97.70% 2% 1.5 2.0 Approved 3.1 yes yes TRACK 0.03 0.0%



Additionally, the top 20 positions in terms of ownership were added to the dashboard, as these issuers
represent both risks (if the climate transition is not properly managed) and opportunities (for engaged
dialogue or formal engagement to enhance climate risk mitigation or to seize opportunities).

To conclude, the approach described above is used by
environmental risks. A similar approach has been developed to assess governance and social risks at
DPAM level.

Linked to the above-mentioned dashboard, during the quarterly TCFD Steering Committee meetings an
update is provided on the market focusing on different pillars: regulation linked to climate change,
financial market/industry actions, trends, relevant climate-related corporate/sector news and litigation or
reputational issues and concerns. The update is passed on to investment professionals in the company,
via the ClOs and the other representatives in the committee. The topics discussed during the 2023
meetings, include:

Climate regulation evolutions 2023-2024 across Europe, Middle East and Africa, Asia-Pacific
and Americas

Regulatory and financial market evolutions are discussed during every committee meeting, and the
results included additional monitoring tools, in order to anticipate related investment risks and
opportunities and to align with best practice.

Scrutiny over collaborative engagement initiatives

DPAM reviewed its positioning and decided:

We foster collaborative dialogue with other shareholders and are open to collective proposals, but
only to such an extent that dialogue and cooperation with other shareholders remains compliant with

applicable |l aw and regulation and is not considered

EU Transparency Directive and the Takeover Bids Directive. To demonstrate its commitment
towards long-term sustainable financing, DPAM has become a signatory to organisations that share

DF

C

its aim to advocate financially responsible investmer

dynamic international collaborative initiatives allows it to gain better insight into the challenges and
opportunities that responsible investment entails.

Nuclear power: investments, plans and regulation

To ensure DPAM remains well positioned from an investment viewpoint, we needed to revise client
and broader stakeholder perception on investing in nuclear power. As a result, a consultation took
place to assess the views of our European client base. The output and arguments raised by clients
to refrain from or push for exposure to investments in nuclear power was also used in the
preparation of a whitepaper, expected to be published later in 2024.

Paris Aligned Investment performance and investor demand

Both the increased focus and the rising demand were discussed throughout the meetings, ultimately
resulting in the launch of a working group to assess the feasibility of developing Paris aligned
investment solutions. Phase one of the project was finalised in early 2024, with a proposed
methodological framework to be presented to the committee during the Q1 2024 meeting.*

A dashboarding/monitoring tool was developed which includes forward- and backward-looking climate
metrics, from different data providers and research initiatives, this includes:

Absolute emissions, by scope and combined;
Intensity emissions, by scope and combined (sales and EVIC);

Exposure to carbon intensive sectors (for multiple classification systems); regulatory exclusion
compliance checks;

Financed emissions, by scope and combined;

Exposure to issuers with SBT, 1.5°C temperature alignment or combinations;
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Exposure to issuers on track with 1.5°C temperature alignment;
Weighted average temperature alignment;

GHG trend (annual) for both historic data (2019-2022) and for projected intensity/estimates (2023-
2026/2030) based on multiple data controls including GHG intensity by sales as well as GEVA/SDA.
This is done for both scope 1 and 2 and scope 1,2 and 3 emissions;

EU taxonomy eligibility and alignment.

The monitoring tool provides comprehensive insights into the issuers' adherence to regulatory exclusion
criteria, which include controversial weapons, tobacco, adherence to Global Standards, and involvement
in coal, gas, oil, and the power sectors.

It is a multi-level tool, allowing for the assessment of individual issuers on climate-related metrics, while
also aggregating holdings at portfolio level to monitor performance and model portfolio construction
changes and their associated impact on the pre-defined criteria.

Universe Cowrogr WSO EuMOpe  Covwom  DPAM Cavwmge M50l Europe CBmate PAD _Coverage DPAM Controk Curvent check versus DPAM Eurape Sustanabie

dward looking overal outcome aligrment check:
E—-« ; ] lignmert che

———
ISSUERS 1841 25 57 242

T p—

>= 50% lower than MSCI Eurcpe
>= 50% lgwer than MSCI Eurcpe

2= 50% lower than MSCI Eurcpe
5= 508 lower than MECI Eurcpe.

Rule: DPAM >= MSCI Ewrope

Fuke: o exposure DPAM

% of portilio wth 55T
sl WHh 1.5°C m

% of porticlio with S8T or 15°C
% on track

Minimum 7%

e d e e o e oy
P S04 rwar han MK Ewrope
e 508 lgrmrar than M5C1 Europe
P S0 lorwar than MECI Europe
e 50 lorarar than MBCI Europe
F= 505 wer than MGCI Europe
u 505 Iwer than MSCI Europe
e 508 lwer Tan MSCI Euroe
w508 lwar than M5CI Europe

rtarsity scope 1.2 (sales) 2019 vs 2000
rearsty scope 12,3 (maler) 2019 v 2020
rearaty sope 1.2 [3akes] 2000w 2021
rearaty mope 1.1, 3 saben] 2000 v 2021
Jreacsty scope 1.2 fhades) 2001 va 2022
rearaty wops 12,3 |sales 2021 v 2022
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2. Scenario analysis and integrated accounting

In 2023, a specific session was provided to the TCFD Steering Committee members on integrated

climate accounting as accounts are the key document to evaluate the value creation performance of a
business, guide capital allocation and are linked to executive incentives. Hence, they form a good basis

to assess a companyO6s positioning and resilience.

Foll owing the session, the continuation of our invol ver
working groups was agreed in addition to follow-up on the matter. The issue was also raised in the

introductory sessions of our dedicated TCFD or climate-risk assessments at investee level. A key

question is how multiple, credible yet distinct, scenarios impact financial accounts/valuation/performance

and how an assessment of the transition plan can guide us in the process of answering the question.

3. Climate solutions: facilitating the green transition with a climate-focused investment strategy

As part of its asset allocation strategy, DPAM launched a new fixed income, thematic climate-
focused investment strategy in June 2019. The objective of the strategy is dual. Channelling
investments towards issuers (corporate and sovereign) that are committed to tackle climate change and
seizing opportunities associated with the transition while at the same time creating an unbiased and
robust bond portfolio that can weather various market conditions for investors. The fund invests in green
bonds, green challenges and green enablers.

To ensure compliance with the framework, DPAM also engages on use-of-proceeds (credit) issuance or
sustainability-linked bond issuance whenever we have concerns or identify potential misalignment with
our framework and as a result might be exposed to potential reputational or financial impacts. As such, in
2023 we reached out to 17 companies, while these engagements tended to strengthen our initial beliefs
they also resulted in our decision not to invest in two bonds in our dedicated climate strategy due to
concerns or misalignment with our requirements.

In 2023, a UK financial player issued a green bond, associated with a framework. Although the green
bond complied with several of our internal checks (for example, ICMA-alignment and second party
opinion), we noticed one of the thresholds in the use-of-proceeds section was not aligned with latest EU
regulatory thresholds included in the EU taxonomy, and still referred to the older, less ambitious
thresholds. Given its international recognition, as well as a consultation process including industry,
regulators and scientists, we decided to challenge the company on a potential downward revision of the
threshold to ensure alignment with best practice, regulation and the latest available scientific consensus.
Following the engagement, we received formal, written confirmation of an upcoming revision.

In addition, in 2023, a road operator issued a sustainability-linked bond. One of the (KPI) targets was
linked to a reduction of emissions intensity defined by the amounts of carbon emitted per kilometre of
road operated. Following a review of the investment (capex) plans, we noticed significant capacity
expansions were to be expected, impacting the denominator and hence reducing the intensity of the
emissions reductions while absolute emissions would not reduce. Following an outreach which resulted
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in no revision of the KPI, we decided to refrain from investing in the bond for our dedicated climate
strategy.

The strategy reached EUR 567 million AuM at the end of 2023.
4. Climate solutions: Continuing our efforts in other asset classes

As DPAM wants to support the market for green and social bonds, for developed markets government
bond portfolios, it was decided in 2021 to commit to holding a higher percentage of DPAM-validated GSS
bonds (i.e. green, social or sustainability bonds approved following to a specific screening process) in
portfolio than the similar reference universe, something which was continued in 2023. The table below
provides an overview of our exposure.

GREEN BOND EXPOSURE (%) EUR % of fund
DPAM L Bonds Government Sustainable Hedged 395,635,100 21.7
DPAM L Bonds Government Sustainable 18,568,427 23.6
Reference Universe (OECD) / 1.1

More information on the policy and approach can be found here.

Furthermore, DPAM6s exposur e (icamly imneasdsl OVRrthe pastyaans,e en b on d ¢
as shown in the figures below:

31.12.2020 31.12.2021 31.12.2022 31.12.2023 2 0 2@23

Corporate green bonds 443 824 828 1,427 +72%
Government green bonds 110 286 377 726 +92.6%
Total 553 1,110 1,205 2,153 +78.7%

Evolution (20202023) of DPAM's corporate and government green bonds
exposure, in mn EUR
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5. Climate solutions: Dedicated, custom-made mandates with an eye for climate change
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In addition, in terms of strategic asset allocation and product offering strategy on the institutional side
(i.e. managed mandates), over the past year we have gained more experience in the development of
specific climate-focused investment solutions, both in terms of portfolio management and
construction, as well as in terms of climate-related disclosures (i.e. reporting aggregated climate-related
metrics).

During the reporting year, we enhanced our standard ESG reporting template for mandates to include
more detailed climate-related information such as information on Net Zero alignment, sector contribution
to portfolio GHG intensity and the top emitters by GHG emissions.

3.4Engagement linked to climate change

In this section, more details on our engagement approach are provided, covering engagement priorities,
collaborative engagements (CA 100+, IIGCC, CDP), active ownership via proxy voting and via broader
stakeholder engagement.

1. Engagement priorities: broadening our focus

With climate-related risks and opportunities increasing, climate change has become a focal point in
current debates, commitments, and regulatory actions, resulting in implications for investees and hence
investors, i.e. legal, reputational and financial risks.

As climate and environmental factors and associated risks can impact companies in various ways, either
directly through operations or indirectly through supply chains or end markets, credible reductions
targets and an aligned business strategy to reach those targets are key. Effective corporate
management entails evaluating and managing key or material environmental and social risks. Proper,
transparent, and integrated reporting of these ESG risk by corporates helps investors gauge their
potential investment impact, since as an investor, it is our fiduciary duty to consider these risks within the
investment decision making process. It is our firm belief that companies should identify and communicate
these risks to shareholders in their annual, integrated disclosures and that they should ensure
consistency between the identified risk and the financial disclosures as this enables proper integration.

In recent years, companies have stepped up their climate ambitions, notably by moving from self-

declared climate targets to validated science-based emission reduction targets. However,

according to CDP assessments covering 2022 disclosures, of all companies with a validated science-

based target, only one fifth is on track with its targets, and many do not provide a clear roadmap to

reaching the target. Setting time-bound, science-based targets is a first step in the right direction, but

real-economy, absolute emissions reductions must be the focus. Since climate change is impacting how

companies operate, it presents financial, reputational, and regulatory risks. Disclosure criteria to enable

the assessment of the credibility and feasibility of cc¢
broader investment risks.

This view is shared by regulators worldwide as, apart from strengthened national climate targets and
carbon pricing mechanisms globally, of particular importance is the rise of mandatory Corporate Climate
Transition Plan disclosure requirements across regions, including the EU (CSRD), US (California ahead
with CA SB 253 and CA SB 261), China, and the UK (Transition Plan Taskforce). These disclosure
requirements are impacting the financials of corporates directly, but also indirectly through demand and
supply dynamics.

As a result, DPAM, with the support of all its investment professionals, has defined Science-based
Emissions Target setting and Corporate Climate Transition Plan disclosures as the focus topics to
represent its environmental/climate convictions and to ensure the alignment of its engagement priorities
with its broader commitments.

What does this mean in practice?

To increase awareness and formulate expectations regarding the importance of credible Corporate
Climate Transition Plan disclosures, aligned with international regulation and investor expectations, we
would like to see the following:
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Ambition, including short-, medium- and long-term target setting with external validation, and
broader supply chain commitments;

Action, including a detailed decarbonisation plan with associated capital allocation and accounting
practices, in addition to performance disclosures;

Accountability, including governance oversight and responsibilities, remuneration alignment, policy
engagement calibration and integrated reporting.

A more detailed view on our engagement priorities linked to environmentally-related values and
commitments can be found in our Engagement Policy 2024.

2. Collaborative engagement: CA100+: continuing our efforts

Since we became a signatory of the TCFD recommendations, in 2018, several actions were taken to
strengthen our climate commitment. To further step up our commitment, we joined the Climate Action
100+ collaborative engagement initiative! in June 2019 and continued to be an active member of the
initiative throughout 2023.

CA100+ is a collaborative engagement initiative backed by the PRI which engages with high emitting
companies on improving climate change governance, cutting emissions and strengthening climate-
related financial disclosures. Over 700 investors have joined the alliance so far, representing >$68 trillion
in assets under management. We were active in 2023: we participated in investor meetings, joined
sessions on the development of the Net-Zero Company Benchmark and engaged with several
companies.

We strongly believe that active, collaborative engagement, via Climate Action 100+ (CA100+), can
facilitate the energy transition since it increases our influence and allows us to engage with our investees
in a constructive way. Initially, we defined some target companies that DPAM would collaborate with as
an investor, as part of CA100+. In 2020 we decided to become a co-lead investor for one of the targeted
companies, a German cement producer. Since we joined the engagement, some relevant milestones
have been achieved by the investees, including in 2023. In the table below, you can find an overview of
some of the milestones achieved.

1 Climate Action 100+ is an international, BRtked initiative led by investors to engage systemically with important
greenhouse gas emitters (100+) to improve climate change goveznant emissions, and strengthen climagdated

financial disclosures. The aim of the engagement is to drive the energy transition and help achieve the goals of the Paris
Agreement fittp://www.climateaction100.org}.
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Company

French industrial
gas producer

French building
materials
producer

Irish building
materials
producer

German cement
producer

Milestone/Company Progress

Additional GHG emissions reduction target setting (Net Zero by 2050 + Long Term);
Commitments to Paris-aligned lobbying, including first actions that included exiting
the American Fuel and Petrochemical Manufacturers group;

Inclusion of climate elements in their executive remuneration scheme;

Company committed to disclose a transition plan in 2024, detailing its main
decarbonisation levers (efficiencies, carbon capture sequestration and electricity).

Commitment to Paris-aligned lobbying
Climate change performance and executive remuneration link

Decarbonisation levers disclosures
Scenario analysis and associated disclosure

SBTi target validation

Revised/fine-tuned Association Review Report (lobbying)

Disclosures on revenue generated or production linked to climate solutions and
targets to increase it.

Year

2023

2023

2023

2023



Over the years, not all engagements went well. In 2023, we also faced some challenges:

In 2023 we continued the engagement targeting a French oil major, co-filing a shareholder proposal
to ask for Paris aligned scope 3 emissions reduction targets. Furthermore, a CA100+ company
removed the assigned Board member with responsibility for climate change, making it unaligned
with the Net Zero Benchmark criteria. Hence,
reasons for doing so and initiated a more thorough review with potential escalation.

3. Collaborative engagement: IIGCC: enhancing our engagement and research activities by joining
IIGCC

At the end of 2022, DPAM decided to join an additional network active on climate change, in addition to
Climate Action 100+ and CDP, the Institutional Investors Group on Climate Change (IIGCC). This is the
European membership body for investor collaboration on climate change.

The organisation aims to:
Shape sustainable finance and climate policy, and regulation for key sectors ;
Support market development to facilitate investor action on climate change ;
Guide investors in managing climate risks and opportunities and aligning portfolios to climate goals ;
Accelerate investment in climate solutions;

Drive net zero business strategies and support real economy impact through stewardship and
sector-level engagement;

We strongly believe joining this initiative will accelerate our engagement and research efforts regarding
net zero, in addition to the other environmental convictions we defend. As such, in 2023 we joined an
engagement initiative which broadens the target company scope for Net Zero alignment (linked to
CA100+ initiative), ultimately aiming at alignment with the Investor Expectations of Corporate Transition
Plans.

During the year, we engaged, in collaboration with other investors, with multiple companies.

4. Collaborative engagement: CDP, encouraging transparency and SBT setting

We believe that the integration of climate-related risks via the TCFD recommendations (and the
dedicated internal assessment template) requires company reported data as well, ideally via
standardised reporting. As a result DPAM became a CDP signatory in December 2019/January 2020.
As a reminder, CDP is a not-for-profit charity running the global disclosure system for investors,
companies, cities, states and regions to manage their environmental impacts. We believe this can
significantly increase insights into companies?®
improve our fundamental research.

duri

cl i

ng

t

mat e

To urge companies to disclose to NdnalisaoBure Campgaignéor gani s at

(NDC), targeting companies who failed to disclose in the year prior to the target year. We joined the
campaign in 2020 and renewed this action in 2021 and 2022. Since the CDP is the leading carbon
disclosure body, becoming a signatory strengthens our commitment and can facilitate our individual
climate-related engagement actions. DPAM signed up to take a lead on engagement for several
companies. In addition, we believe these disclosures provide information for the wider stakeholder
community and have the benefit of requiring corporates to measure and rethink environmental
implications. But how did the 2023 campaign perform?

The 2023 campaign reached out to 1,590 companies and had an overall response rate of 19.9% -
significantly below 2022 results, which was the highest in the campaign to date. Nonetheless, the 2023
results demonstrate yet again that companies were more likely to disclose when engaged with directly by
investors. DPAM managed to get a 26% response rate, above the average of 19.9% which we consider
a positive sign from our investees.
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For the remaining targeted companies not yet disclosing, we ensured a constructive follow-up
conversation to share our concerns and expectations. For some investees, we did not receive a
(positive) reply. Those companies will be targeted again next year.

Bel ow we provide some det ai | sdisdosurelCBripbgn023.0Merall, i n t he CDF
these results are slightly below 2022 NDC results, aligned with the overall campaign results.

DPAM Role Total Engagements Successful
Outcome*
2023 2022 2023 2022
Lead 31 46 26% 33%

* |.e. company submitted the questionnaire

Note that as of 2023, the NDC changed its approach, focusing on lead investors only, and leaving out
those that co-signed.

As an EU-based asset manager, we focused our efforts on EU and US companies, but also target more
Belgian based companies. The geographical split of target companies from the total CDP NDC campaign
clearly shows an increased focus on US and EU companies (likely linked to regulatory pressures), but
also a rise in disclosure requests for East Asian corporates, as global warming effects become
increasingly tangible in those regions.

Country split DPAM CDP
engagements 2023
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Furthermore, financial services and entertainment rank among the top industries targeted by our
engagement activity.

In addition to the NDC, DPAM also took part in the Science-based Targets Setting Campaign, which

encourages companies to set carbon emissions reduction targets in a scientifically backed manner,

which are later validated by an external organization (the Science-based Targets Initiative). Similar to

last year, we saw the increasing interest of companies to set such targets which is promising, as part of a

broader target settihnga p pr oac h, identified at portfolio | evel (see
For the 2023 SBT campaign, over 1,000 companies were targeted by a large group of investors and

urged to consider science-based target setting. By the end of 2023, slightly more than 10% of the

companies approached committed to setting a science-based target, while almost 20% are assessing

feasibility or have indicated they will likely commit to the initiative.

Note that our climate engagement approach also focuses on individual engagement (i.e. companies in

the framework of our TCFD analysis, see section O6TCFD ¢
DPAM proprietary assessment sheetod6) in addition to coll
engagement, it is at the discretion of the portfolio manager and analyst to assess the outcome of their

dialogues with the company and to what extent the company in question is sufficiently addressing

climate-related risks or seeking climate-related opportunities (i.e. engaging in dialogue to improve the

quality of the fundamental research). Although we do believe these dialogues have the capability of

resulting in real economy impact, these are not yet measured and no formal escalation procedure is

applied unless initiated by the portfolio manager.

5. Active ownership: Proxy voting as a means for climate action

As described in our voting policy, we have a dedicated approach to climate-related proxy voting.

Being a responsible investor, DPAM fubl EF®R&@edpports shar e
proposals, in alignment with its global commitment. Apart from the other commitments, this includes our

commitment to the Net Zero Asset Management (NZAM) initiative, committing to achieving net zero

greenhouse gas emissions by 2050 or sooner.

Social, environment al and economic objectives must be i
Board of Directorsd® primary mission is to uphold them.
reputational i mpact of t hreof Rirectors mustyaBcunderstand theirt i es, t he Bc

environmental and social implications. To achieve this, management must ensure that the necessary
procedures and controls are in place.

DPAM considers a company to be managed in a responsible and sustainable fashion when it is
managed in accordance with applicable corporate governance rules, when its human capital is at the
heart of its interests and not exclusively seen as a cost item, and when it respects the environment in
which it operates. Hence, linked to climate-related voting activities, we defined two cases, for which
recommendations have been provided to our Voting Advisory Board throughout 2022 and 2023 (please

also refer to our Voting Policy):

Signing the 6 Principles of Responsible Investment, which were backed by the United Nations in 2011;
Case-by-case voting on ESG and Climate Risk Management

ESG shareholder proposals (SHP)

Case-by-case voting on ESG and Climate Risk Management

Effective corporate management entails evaluating and managing key or material environmental and
social risks. Proper, transparent, and integrated reporting of these ESG risks by corporates helps
investors gauge their potential investment impact, since as an investor, it is our fiduciary duty to consider
these risks within the investment decision making process. Hence, it is our firm belief that companies
should identify and communicate these risks to shareholders in their annual, integrated disclosures and
ensure consistency between the identified risk and the financial disclosures to enable proper integration.

Stemming from DPAM6és climate risk approach to i mplement
escalation tactics as defined in its Engagement Policy, we defined a more targeted approach within our
voting activities. Following internal assessments and dashboarding tools to assess the performance of
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our investees on the principles of proper climate risk management, integrated accounting, aligned
remuneration and executive oversight and accountability, case-by-case voting escalation actions might

be undertaken:

Topic General (overall)

¥

Escalation due to general
unsuccessful engagement
or progress (collab &

Rationale

indiv).

¥

1 Chairman*
Voting Cascade 2. Directors*

Letter to Board
Letter to company

Follow-up

Accounts
¥

Escalation due to unsuccessful
engagement or progress concerning
capital alignment or risk
management (insufficient
disclosure/consideration).

¥

Chair Audit Committee*
2. Annual Report/ Accounts
3. Auditor

v

Letter to Audit Committee
Letter to Auditor

Letter to Board

Letter to company

“ s s 8

ESG shareholder proposals (SHP)

Generally,

DPAM

tends to

support

Remuneration
v

Escalation due to unsuccessful
engagement or progress conceming
linking remuneration with climate
target or climate-conflicting
incentives

L

1. Chair Remuneration
Committee*
Remuneration Policy
3. Remuneration Report

&

L

. Letter to Remuneration
Committee

. Letter to Board

. Letter to company

Oversight/expertise
W

Escalation due to unsuccessful
engagement or progress
concerning Board or executive
oversightor expertise on
climate

¥

1. Chair Nomination
Committee*
2. Chairman **
3. Directors**
¥

Letter to Nomination
Committee

. Letter to Board
Letter to company

s hgaed with d@slgldbalr s 6

proposal

engagement
Standards) ;
commitment to NZAM.

for exampl e,
DPAM6s controversial

aligned with: DPAMG s
activities

objective
policy; DF

As s har eh pdsalsecandédiverse ccomprehensive guidance on how our voting principles are
implemented cannot be exhaustive. Proposals will require regular case-by-case analysis, where
DPAM will be attentive to the following criteria of the SHP: materiality; engagement outcomes; current

company performance on the topic and the companyo6s reqtl

In terms of the environment, particularly the climate, the proposals will be assessed within the
framework of our climate commitment. This includes examining whether the proposals encourage
transparency, carbon disclosure, and strategies that align with the Paris Agreement. DPAM will also
consider whether the proposal sets a net zero target/ambition, with short term and intermediate targets
established in line with the Paris Agreement, and whether it is scenario-based and aligned with the
Taskforce on Climate Financial Disclosures (TCFD) recommendations.

In 2023, 21.7% of all the Shareholder Proposals we voted on were linked to the environmental theme
(totalling 83 proposals). In line with last year, we voted in favour of the vast majority (96.4%) of these
shareholder proposals, which requested companies to align with the Paris Agreement and net zero by
2050 or sooner, to disclose and reduce their Scope 3 emissions, publish TCFD reports for M&A and
Direct Lending, Net Zero CAPEX alignment, disclosure of a climate lobbying report, auditing of asset
retirement obligations, etc. Target companies included amongst others Amazon, TotalEnergies,
Berkshire Hathaway and Engie.

Recent evolutions in the field of climate-related resolutions, such as the Say-on-climate resolution,
require us to take action. Say-on-c | i mat e resolutions are modell ed on
shareholderscastanon-bi ndi ng advi sory gxecutee commpenaation packpge atyhé s
companydéds annual meeting, but in this case the

iSay
focus i s

To tackle this type of vote, our Voting Advisory Board, in charge of the voting policy of DPAM, was
informed of the rise of these resolutions, and in 2021, in close collaboration with the TCFD Steering
Committee, initiated a process to define a voting approach to assess this specific type of resolution. In
2022, the TCFD Steering Committee made a formal suggestion, later validated and approved by the
Voting Advisory Board. DPAM will engage in dialogue with the company on all Say on Climate proposals,
whether they come from management or shareholders. In 2023, these criteria were updated and fine-
tuned to align with latest market practices and expectations.
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Regarding Climate Transition Plans, the assessment indicators comprise the following:

A corporate commitment or ambition to achieve Net Zero by 2050, covering all relevant GHG
emissions.

Medium-term targets that align with the 1.5°C scenario or which have been validated and
recognised by the SBTi (Science-Based Target initiative) for scope 1 and 2 GHG emissions and
relevant scope 3 GHG emissions.

A decarbonisation plan that includes a quantified strategy, detailing capital allocation alignment,
climate risk, accounting disclosures/considerations, resilience and alignment with a 1.5°C scenario
and auditor references).

Public disclosure of reporting that aligns with the TCFD recommendations, included in the Annual
Report and Accounting Principles.

An indication or/disclosure on the consequences and implications of the voting outcome (for
example, advisory/binding nature).

Linking executive remuneration/compensation to the climate targets (STIP or LTIP), without
conflicting performance-related pay criteria.

Regarding the Report on Climate Transition Plans, the assessment indicators comprise the following:

Evidence of a year-on-year short-term carbon (equivalent) intensity or absolute reduction; or
alternatively evidence of a long-term carbon (equivalent) intensity or absolute reduction,
compounded over three years;

Progress against the reduction trajectory implied by existing GHG emission reduction targets;

Operational emissions progress (for example, separate assessment of operational emissions
progress against an intensity indicator);

A publicly disclosed reporting aligned with the TCFD recommendations, included in the Annual
Report and detailing at least capital allocation and accounting considerations; and

An indication or disclosure of the consequences and implications of the voting outcome
(advisory/binding nature).

In close cooperation with the research carried out on issuers regarding their climate strategy, the voting
guideline will be to vote abstain in the first year to encourage the company to adopt the indicators in their
transition policy. If, in coming years, the elements, set out above, are not present, then DPAM will vote
against.

An engagement letter has been sent out to companies with a Say-on-Climate resolution at their 2023
AGM (regardless of our voting decision) and DPAM will continue this process for the 2024 AGM season.
As such, six letters were sent out in 2023, a decrease from the 2022 figures as companies and
shareholders refrained from putting the plans to a vote. An example of such an engagement can be
found below.




Company Vote Decision Rationale

Spanish infrastructure  Abstain - Company provides only a purely qualitative and
company overly-broad assessment of the scenario analyses
that it has undertaken.

No information concerning capital expenditures

Missing view on the Board's role in overseeing
strategy (including consideration of past votes) and
consideration of the current voting outcome.

In 2023, DPAM co-filed 5 climate-related shareholder resolutions. Four of the resolutions requested
oil and gas companies to align their existing 2030 reduction aims covering the greenhouse gas (GHG)
emissions of the use of their energy products (Scope 3) with the goal of the Paris Climate Agreement: to
limit global warming to well below 2°C above pre-industrial levels and to pursue efforts to limit the
temperature increase to 1.5°C. To do so and align with the above-mentioned actions to increase to the
ambition of oil majors, DPAM joined actions taken by FollowThis, an organisation uniting
shareholders to push big oil to transition and move beyond business as usual. In addition, DPAM co-filed
another resolution at Engie, a French Utilities company, requesting a modification of its articles of
association, in order to include the possibility of submitting a consultative vote every three years on its
climate strategy and every year on its implementation. Note that co-filing is often combined with both
corporate and proxy voting advisor outreach to detail the proposal and rationale.

Finally, on the governance side, in full alignment with the TCFD and Climate Action 100+, DPAM

supports Boards that oversee ESG-related risks and opportunities. Secti on 2ra@Sound corp
governance, role and composition of the Board of Direct
corporate governance. Nevertheless, other broader governance topics might be voted on, too. These

can be related to business ethics and integrity, tax strategy or supply chain management, to name a few.

It should also be noted that recent years have been characterised by a rise in so-c a | largiES@anti-
cli mated s har eh,dardaediiawBSchoghhae adtinsated a fivefold increase in the past
three years (from eight in 2021 to 52 in 2023). These proposals are sceptical of corporate environmental,
social and governance initiatives and are often not aligned with SRI objectives and are currently
receiving limited support as seen in the 2023 Voting Season results (estimated average 2.8% support).
To ensure we align our voting activities with our SRI commitments, we should remain vigilant of SHP
proposals. Hence, a case-by-case analysis of SHP proposals is required to ensure we vote in line with
our fiduciary duties (and integrated SRI commitments and objectives). As such, we support shareholders
in nearly 82.72% of cases but voted against resolutions in 14.57% of cases. The vast majority of
shareholder proposals we voted against were anti-ESG proposals.
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6. Active ownership: Broader stakeholder engagement

Beyond corporate engagement, DPAM is also committed to defending its values and convictions
through engagement with other financial stakeholders. As mentioned in the Engagement Policy,
DPAM mainly focuses on actions led by collaborative engagement initiatives (CA100+, [IGCC, FAIRR).
Actions taken throughout 2023 include amongst others:

Joining dedicated webinars to share knowledge and experience (for example, use of CDP-reported
climate data);

Participating in the development and publication/sharing of investor expectations or concerns (for
example, climate stress testing);

Proxy Voting Advisor outreach (for example, discussing the approach to Say-on-Climate voting
recommendations, exchanging net zero proxy voting insights, co-signing public letters to enhance
climate advice).




1.4. Knowledge sharing

As a responsible investor, we also value knowledge sharing. Throughout 2023, we shared several
articles, blogs and videos on climate change. We provided insights on our approach to climate risk and
engagement at a Pan-European conference (link), Belgian event for the insurance industry and a US
investor focused webinar, we had an article published on the renewables market (link), gave an interview
on climate transition planning and our associated sustainability conference (link 1), and shared updates
during and after COP28 (link 1).

TCFD implementation: external actions/links

Memberships

« PRI signatory, TCFD supporter, CDP signatory, IGCC

Collaborative Engagement

- Engagement via Climate Action 100+, CDP Non-disclosure Campaign, IIGCC,

Engagement IVOX Glass Lewis

+ Integration climate risks in voting strategy

Memberships

«  Proxy voting > default FOR on climate related shareholder resolutions

TRUCOST

» Carbon footprint (scope 1, 2, 3), Fossil fuel exposure, Green vs Brown revenue,

2°C alignement, Carbon Earnings at Risk, Reserves, Power generation, etc.
W Paris Aligned forward looking intensity (SDA/GEVA), physical climate risk

exposure
Data  sustainalyties
Provide rs » Carbon risks (own operations + products & services) - 200+ analysts

Public Data Sources

+ ET Risk, TPI, Carbon Tracker, CDP, World Bank ...

Source: DPAM


https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwjNxZqJr9CEAxVo-gIHHZe1CiAQFnoECBYQAQ&url=https%3A%2F%2Fwww.climateaction.org%2Fclimate-leader-interviews%2Fgerrit-dubois-on-how-investees-can-enhance-the-credibility-of-their-own-tra&usg=AOvVaw2wX3N0Gc4BCGG7q0-PqDDB&opi=89978449
https://fundspeople.com/it/opinione/energie-rinnovabili-qual-e-il-destino-del-settore/
https://www.estrategiasdeinversion.com/fondos/dpam-esg-no-solo-trata-del-factor-ambiental-sino-n-654707
https://www.dpaminvestments.com/professional-end-investor/be/en/angle/cop28-finally-political-will-and-bravery-over-protectionism

4. Metrics & Targets

4.1 Metrics: increasing our reporting capabilities, aligned and beyond regulatory

requirements
DPAM started disclosing the carbon intensity of its portfolios in June 2017, on a quarterly basis. The
carbon intensity of the portf obdnadskinthe fraraeavork of theo
transition to a low-carbon economy. In order to do so, the carbon emissions of the various issuers are
calculated and reported based on their total revenue. The calculation method is based on the
acknowledged methodology of the Global Greenhouse Protocol and takes into account scope 1 and
scope 2 emissions, and since 2023, scope 3 up- and downstream emissions.

assess t}

The carbon intensity is eventually calculated as a weighted average of the carbon intensity (in tCO2e/$M
revenue). Additionally, for our dedicated sustainable strategies, the top 5 emitters and contributors to

the overall carbon intensity of the portfolio is disclosed. An example of such disclosures, via our
Quarterly Sustainability Reports for SFDR art. 8+ and 9 funds, can be found below.

Disclosing carbon intensity details in our Quarterly Sustainability Reports

% DPAM

DPAM B Equities Europe Sustainable

Quarterly Sustainability Report | 31 December 2022

Carbon Analysis

Carbon intensity

Marketing document

Carbon i ity (tCO,e/$M ) Coverage rate carbon metrics
Fund Scope 1+2 79.69 99.99
Fund Scope 1+2+3 250.23 -
MSCI Europe Scope 1+2 128.00 -
MSCI Europe Scope 1+2+3 322.31 -

Source: Trucost, DPAM

Top 5 contributors to the carbon intensity of the fund

Name Sector Portfolio weight (%) Contribution to the carbon intensity (%)
Intercontinental Hotels Group Ple Consumer services 1.71 22.84
Iberdrola SA Utilities 247 12.22
Air Liquide Sa Materials 0.90 11.20
Norsk Hydro Asa Materials 1.26 10.28
Upm-Kymmene Corporation Materials 1.44 8.04
Source: Trucost, DPAM

Top 5 companies with the highest carbon intensity

Name Sector Portfolio weight (%) Carbon i ity (tC0,e/SM

Linde Public Limited Company Materials 0.00 1'332.82
Intercontinental Hotels Group Plc services 1.71 1'065.45
Air Liquide Sa Materials 0.90 988.06
Norsk Hydro Asa Materials 1.26 649.90
Upm-Kymmene Corporation Materials 1.44 445.91

Source: Trucost, DPAM

Source: DPAM
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Our disclosure of climate-related metrics evolved further in 2023, given regulatory evolutions in the field
of sustainable finance, i.e. the Sustainable Finance Disclosure Regulation. One of the requirements
concerns the disclosure of so-called Principle Adverse Impact (PAI) Indicators. These indicators
tackle all the sustainable investment pillars (environment, social and governance). On the environmental

si de,

several i

ndi

cators

are |

nked

t o

cli mate

fossil fuel energy use). Our experience with ESG reporting and our preparatory work throughout 2021
and 2022 enabled us to meet the upcoming disclosure requirements of the SFDR regulation in 2023. So,

what has been reported?

1. TABLE 1: INDICATORS APPLICABLE TO INVESTMENTS IN INVESTEE COMPANIES

1.1 Greenhouse gas emissions

change

ADVERSE SUSTAINABILITY METRIC Unit IMPACT IMPACT EXPLANATION ACTIONS TAKEN AND ACTIONS PLANNED
INDICATOR [YEAR 2022] [YEAR N-1] AND TARGETS SET FOR THE NEXT
REFERENCE PERIOD*
1. GHG emissions Scope 1 GHG emissions tCoze 957,652.05 N/A N/A Through its Exclusion policy, DPAM
excludes certain  companies  from
Scope 2 GHG emissions tC02e 251,218.82 N/A N/A investment
tC0ze As part of the normative screening,
- - — N companies in breach with the Global
Scope 3 GHG emissions tcoze 1,275,003.15* N/A N/A Standards are omitted from investments.
Total GHG emissions 102 8,196,624.72 N/A N/A These Standards include -but are not
limited to- supporting a precautionary
2. Carbon footprint Carbon footprint tC02e/mn EUR invested 257.70 N/A NfA approach to environmental challenges
and encouraging the development and
3. GHG intensity of investee GHG intensity of investee tons CO2e/mn EUR sales 1,143.20 N/A A diffusion of environmentally friendly
companies companies technologies.
4. Exposure to companies Share of investments in % of AUM (excl. 6.32% N/a A As part of its basic negative screening,

active in the fossil fuel sector

companies active in the
fossil fuel sector®

sovereign bonds)

DPAM excludes companies with revenues
derived from thermal coal extraction. This

! This depicts the DPAM approach. A different approach might be applied when requested by the counterparty for discretionary portfolic management services.

* These emissions do not include the downstream scope 3 emissions yet, which will be remedied during the next iteration of this report. The downstream scope 3 emissions are
used to calculate the total GHG emissions PAI. Scope 3 downstream emissions account for 6,921,621.57 tCO2e.
* Once a company derives revenues from exposure towards the fossil fuel activities defined under Annex | of supplementing Regulation (EU) 20159/2088, the total invested amount is counted.

ADVERSE SUSTAINABILITY METRIC Unit IMPACT IMPACT EXPLANATION ACTIONS TAKEN AND ACTIONS PLANNED
INDICATOR [YEAR 2022] [YEAR N-1] AND TARGETS S5ET FOR THE NEXT
REFERENCE PERIOD*

5. Share of non-renewable Consumption % of total energy 56.82% N/A N/A screening also excludes companies that
energy consumption and consumption derive a certain portion of coal-based
production production %5 of total energy pata N/A N/A power';‘:jeniration, or unconventional oil &
Share of non-renewable production caleulation gas production.
energy consumption and under review As part of its extensive negative screening
non-renewable energy [activities), DPAM also has set exclusions
production of investee for conventional oil & gas exploration,
companies from non- extraction, refining and transport. It also
renewable energy sources excludes the generation of power from
compared to renewable non-renewable  energy  sources  or
energy sources, expressed as providing dedicated equipment or
a percentage of total energy services. The exclusion thresholds of the
sources thermal coal extraction, and

| o unconventional oil & gas production are

6 ,E"E'g"_' EOI’\SUrITptIFIn Agriculture, forestry and i fmn EUR revene 531 N/A N/A more stringent than with the basic
I“tEHS'tY per high impact fishing negative screening. All thresholds for
climate sector . . . .

- . exclusion are depicted in the Exclusion
Energy consumption in GWh Construction GWh / mn EUR revenue 0.17 N/A NfA i
per million EUR of revenue of policy-
investee companies, per high  Electricity, gas steam and GWh / mn ELIR revenu 3.84 N/A N/A Next to the focus on activities, the
impact climate sector air conditioning supply extensive negative screening (behaviour)
Manufacturing GWh / mn EUR revenue 0.82 N/ N/A excludes cc.)rnpameswith the !"nust Severe
controversial behaviour. This covers a
Mining and quarrying J/ mn EUR revenue 6.97 N/A N/A company’s operational aspects such as
emissions, as well as the environmental
Real estate activities GWh fmn EUR revenue 1.83 N/A NfA impact of its products and services.
Transportation and GWh / mn EUR revenue 1.25 NJA NJA Through its  Voting policy and

storage

engagement policy, DPAM influences

More information on climate-related PAI integration, data providers, methodologies and calculations can

be found in here.
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https://www.dpaminvestments.com/documents/adverse-sustainability-impact-at-entity-level-enBE











































