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The goal of the Human Rights Accelerator (HRA) thematic engagement is to encourage companies to
set and implement effective human rights due diligence (HRDD) as per the United Nations Guiding
Principles on Business and Human Rights (UNGP). Ultimately, the impact to be sought is to improve in
the livelihood of workers, farmers and local communities directly involved in the focus sectors --
electronics, mining, and cocoa. To this end, companies will need to implement robust HRDD that
considers the operating context and root causes of their salient human rights risks.

This biannual Human Rights Accelerator report covers the months from October 2023 to March 2024.
This report provides an update on progress made to date with an overview of insights on KPIs. Input is
also provided regarding sector-specific developments as well as challenges faced by companies. The

was launched on 1 December 2022 and Morningstar Sustainalytics was
selected to lead or collaborate on the following five engagements:

e AngloGold Ashanti Limited (Co-Lead Investor)

e Newmont Corporation (Co-Lead Investor)

e BHP Group Limited (Collaborating Investor)

e First Quantum Minerals (Collaborating Investor)
e Freeport-McMoRan Inc. (Collaborating Investor)

Joining Advance is an opportunity to have more scale and impact through collaboration with other
investors. The complexity and scale of the human rights issues we engage companies on require multi-
stakeholder collaboration. By coming together, investors get the opportunity to learn from each other
and increase their leverage with the common goal of triggering greater alignment with the UNGPs -
ultimately to prevent adverse impacts on people.

Update on Engagement Efforts

The Human Rights Accelerator thematic engagement has entered into the third year of engagement
activities. Over the biannual period, which took place between October 2023 and March 2024, we have
been engaging with 19 active companies. We have exchanged 140 emails and held 22 meetings,
including five in-person meetings and 17 conference calls.

Discussions with companies include not only governance and management systems, but also
challenging and sensitive topics like living wages, labour union relations, forced labour, and sexual
harassment. Overall, companies have shown increased responsiveness. Some companies that initially
hesitated to participate have now recognized the benefits of the HRA and have actively proposed
additional discussion topics.

MORINGSTAR | SUSTAINALYTICS 2|Page


https://www.unpri.org/investment-tools/stewardship/advance/the-investors

April 2024 Biannual Report Executive Summary — APPROVED for PUBLIC DISCLOSURE

Engagement Insights

Regarding governance, a significant change is the establishment of clear reporting lines for human
rights issues to the board in some companies. Additionally, several companies have implemented
specific structures within the board or at the executive management level to address human rights
issues. Furthermore, there has been increased policy disclosure, with companies making specific
policies, procedures, and guidance publicly available.

Regarding the integration of human rights due diligence, more companies have begun involving key
stakeholders in their risk assessment processes. They have standardized risk assessment activities
and established systems to mitigate identified risks. Additionally, there is a trend of companies
evaluating preventive measures and adjusting strategies to enhance effectiveness.

Despite the positive strides, companies continue to face challenges in implementing their human rights
commitments, ensuring the functionality of grievance mechanisms, and providing access to remedy in
general. While progress has been made, many companies still primarily rely on third-party auditors to
identify human rights violations rather than actively seeking out and preventing risks themselves.

Companies in the cocoa sector have made persistent efforts to increase farm-level traceability,
although many still face the challenges of the ever-increasing and complex supply chain. Some
companies increase transparency in the exact amount of financial contributions they provide to
farmers.

In comparison, companies in the electronics industry tend to discuss their work with suppliers less
frequently. Many of these companies concentrate their efforts, such as assessments and training,
solely on their first-tier suppliers. Some companies still do not cover all of their subsidiaries in their due
diligence policy. The scope of a company's engagement with its entire supplier base is often unclear.
This ambiguity may stem from the diverse range of products and suppliers within the electronics
industry. Very little improvement is seen in this reporting period.

While labour rights and the rights of local communities are priorities in the mining sector, it is crucial to
acknowledge the complexity of the industry's supply chain. Some suppliers are contracted to provide
workers for mining sites, making these workers particularly vulnerable to human rights violations such
as forced labour and child labour. Mining companies are generally willing to discuss about their supply
chain approach, monitoring strategies, and engagement efforts with suppliers. However, the companies
do not disclose their supplier lists or provide details on the scope of their supplier network and the
human rights risks within it.

All companies disclose information about their social investments and contributions to local
communities, including support for local education and initiatives to enhance livelihoods.
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For the cocoa sector, sectoral specific focus of the HRA is on preventing and remediating child labour.
All companies continue to implement activities aligned with the Child Labour Monitoring and
Remediation Systems (CLMRS) recommended by the International Cocoa Initiative. Additionally, the
child labour strategies employed by cocoa companies encompass interventions aimed at tackling root
causes such as poverty alleviation and living income for farmers.

The main sectoral-specific focuses of electronics companies are ensuring fair wages for workers and
preventing child labour. Although these companies appear to offer competitive salaries at their
headquarters, there is a lack of transparency regarding how wages are determined for workers at
production facilities. Moreover, information about living wages for workers at suppliers is scarce. Most
companies rely on third-party auditing firms to verify wage compliance, primarily focusing on meeting
minimum wage requirements. Likewise, third-party auditing is currently the primary method used by
companies to detect child labour, which poses a notable risk as these audits may not be the most
effective means of identifying child labour.

For companies in the mining industry, the primary sector specific focus is on engaging with
communities and respecting the rights of Indigenous people. There has been a slight improvement
noted in this reporting period, with more companies now regularly conducting Human Rights Impact
Assessments (HRIAs). Despite companies disclosing a significant amount of information on their
practices, which appear to be robust, several stakeholders continue to express concerns about mining
company practices. This could suggest that communication with local communities is inadequate.

During this reporting period, companies have shown an increased willingness to engage in discussions
with key stakeholders, including rights holders. Many companies identify workers within their own
operations, supply chain workers, and local communities as critical stakeholders for addressing human
rights risks. While companies claim to actively involve stakeholders, various civil society organizations
continue to criticize their practices and communication methods. This discrepancy may indicate a lack
of understanding or commitment to meaningful engagement with stakeholders.

Over the next six months, our primary focus will be on addressing identified gaps in HRA stakeholder
consultations and company engagements. We intend to encourage companies to undertake actions
tailored to their respective industries:

For companies operating in the cocoa sector, we will emphasize the significance of their approach to
achieving a living wage for farmers. In the electronics sector, our discussions will continue to centre on
achieving living wages at supplier facilities, preventing forced labour, and enhancing supply chain
transparency. In the mining sector, our focus will be on discussing labour rights, Indigenous rights, and
the livelihoods of local communities.

Finally, we look to issue the next biannual report in October 2024.
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Morningstar Sustainalytics is a leading ESG data, research, and ratings firm that
supports investors around the world with the development and implementation of
responsible investment strategies. For more than 30 years, the firm has been at the
forefront of developing high-quality, innovative solutions to meet the evolving needs
of global investors. Today, Morningstar Sustainalytics works with hundreds of the
world's leading asset managers and pension funds who incorporate ESG
information and assessments into their investment processes. The firm also works
with hundreds of companies and their financial intermediaries to help them consider
material sustainability factors in policies, practices, and capital projects.
Morningstar Sustainalytics has analysts around the world with varied
multidisciplinary expertise across more than 40 industry groups. For more
information, visit

The information, methodologies, data and opinions contained or reflected herein are proprietary of Sustainalytics and/or content providers,
intended for internal, non-commercial use and may not be copied, distributed or used in any other way, including via citation, unless
otherwise explicitly agreed in writing.

They are provided for informational purposes only and (1) do not constitute an endorsement of any product, project, investment strategy or
consideration of any particular environmental, social or governance related issues as part of any investment strategy; (2) do not constitute
investment advice, nor represent an expert opinion or negative assurance letter; (3) are not part of any offering and do not constitute an
offer or indication to buy or sell securities, to select a project or make any kind of business transactions; (4) are not an assessment of the
issuer's economic performance, financial obligations nor of its creditworthiness; (5) are not a substitute for professional advice; (6) past
performance is no guarantee of future results; (7) have not been submitted to, nor received approval from, any relevant regulatory bodies.
These are based on information made available by the issuer and/ or third parties, subject to continuous change and therefore are not
warranted as to their merchantability, completeness, accuracy, up-to-datedness or fitness for a particular purpose. The information and
data are provided “as is” and reflects Sustainalytics’ opinion at the date of its elaboration and publication.

Neither Sustainalytics/Morningstar nor their content providers accept any liability from the use of the information, data or opinions
contained herein or for actions of third parties in respect to this information, in any manner whatsoever, except where explicitly required by
law.

Any reference to content providers’ names is for appropriate acknowledgement of their ownership and does not constitute a sponsorship
or endorsement by such owner. A list of our content providers and their respective terms of use is available on our website. For more
information visit

Sustainalytics may receive compensation for its ratings, opinions and other deliverables, from, among others, issuers, insurers, guarantors
and/or underwriters of debt securities, or investors, via different business units. Sustainalytics believes it has put in place appropriate

measures to safeguard the objectivity and independence of its opinions. For more information visit or contact
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