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Human Rights
and Transition-
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Programme

Introduction

The world is undergoing rapid transformation. As we seek to transition to a more sustainable economic
status quo, it is imperative for human rights to be inextricable from this effort. Business, as the key driver
of economic activities globally, have a significant role to play in ensuring that this transition considers and
respects rights-holders.

Unless properly managed, risks to human rights may become magnified as business and society respond
to new ways of working in the face of global shifts. Successful and effective transition requires
businesses to strengthen their resilience, ensuring focused and coherent responses to the changing risk
landscape. Such resilience building encourages strong business performance alongside the protection
and promotion of long-term enterprise value.

Through the consistent and effective identification of emerging human rights-related risks, companies
can develop practical strategies to disclose and mitigate risks with meaningful transparency.
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A Sustainable Future Built on Human Rights

The risk of negative human rights impacts from
business activities are well recorded.’ However, the

. . 7V

implementation of measures to ensure respect for

H _ H 2

rights-holders is far less progressed.” The human P

rights risk landscape is rapidly changing and this is

being driven by three main factors: the sustainable

economic transition, investor-facing regulations, and

shifting stakeholder expectations. N~~~
T L

The respect for human rights is important to enable

an effective transitioning economy and avoid

potential financial losses and impacts to a cohesive

society. Generally accepted frameworks such as the

UN Guiding Principles on Business and Human Rights

establish a globally recognized means to identify

and address human rights risks within business N

operations and investments. Sustainalytics is well )
positioned to advocate and support companies to

develop comprehensive and meaningful approaches

to delivering the UNGPs and thereby reduce the

impact of human rights risks in a transitioning

economy. Through these actions, the economic

opportunities of the transitioning economy can
be fully realized, with value being created across
business and societal dimensions.

1 See for example: Business & Human Rights Resource Centre. https:/www.business-humanrights.org/en/ Accessed online 19 November, 2024.
2 See for example: The Working Group on the issue of human rights and transnational corporations and other business enterprises. ‘Guiding Principles on Business and Human Rights at 10: taking stock of the
first decade.” UN Working Group on the issue of human rights and transnational corporations and other business enterprises (2021). https://documents.un.org/doc/undoc/gen/g21/093/82/pdf/g2109382.pdf
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Introducing Morningstar Sustainalytics’ Human Rights
and Transition Stewardship Programme

The Human Rights and Transition Stewardship Programme works with issuers critical to the global economic

transition to strengthen their human rights governance and strategy, as well as their approach to human rights
due diligence and remediation. By building more resilient companies, the transition to a sustainable economic

status quo will be stronger and faster.

Scope

Initially the programme will focus on value chains central to the global sustainability transition, more specifically
renewable energy value chains delivering solar and wind power. It will leverage underlying human rights
mandates including the UN Guiding Principles to springboard issuers to be more resilient and have better long-
term preparedness for the forthcoming shifts that could materially affect their enterprises.

How Will We Achieve This?

Our focus will be on reaching companies whose operations and value chains are integral to the global
sustainable transition. We will engage key companies to help them improve how they can effectively and
consistently identify and respond to both existing and emerging human rights risks and impacts through
the lens of this societal transformation. This includes:

with 50+ companies across different sectors

ENGAGING and geographies;

COLLABORATING :/;i;?n:\:](;gsairédbﬁsciupg:’g’;?j:;r networks to share ideas,
PARTICIPATING in and supporting investor-led coalition and alliances, and
ESCALATION integrated into our engagement approach.
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What We Expect from Companies?

To set the strategic direction of the programme, we will employ a Theory of Change to achieve key outcomes for
companies to transition towards an economic paradigm that considers human rights as central to the transition.
With each engaged company, we will consider five outcome areas, namely: governance, risk and impact assessment,
strategy, targets and results, and transparency and accountability. These are driven by key factors such as:

Governance

The board oversees the
company’s management

of human rights related
impacts, risks and
opportunities, including a
forward-looking approach in
recognition of a transitioning
society and a shifting human
rights landscape.

Risk and Impact
Assessment

The company has a robust
human rights due diligence
system in place, effectively
and continuously addressing
its current and likely future
human rights risks, impacts
and opportunities, in its own
operations and business
relations, as spelled out in
the UN Guiding Principles on
Business and Human Rights.

Strategy

The company has implemented
a strategy, aligned with the

UN Guiding Principles on
Business and Human Rights,
to proactively manage its most
salient human rights related
risks and impacts, as well as

to remediate its actual adverse
human rights impacts.

Targets
and Results

The company has set time-
bound and specific targets

to ensure wider benefits to
its employees, communities,
consumers and other
relevant rights-holders, as
relevant to its own operations
and value chains.

Figure 2: The Key Outcomes of the Human Rights and Transition Stewardship Programme

Our Engagement Approach

Transparency
and Accountability

The company reports
regularly on the realisation
of set human rights

related targets and results,
including in its value chains.

Theory of Change

Theory of Change (ToC) is a comprehensive description and illustration of how and why the desired change is
expected to happen in a particular context. Employing a ToC framework provides Sustainalytics with a blueprint to
evaluate measurable indicators of success. Applied in Morningstar Sustainalytics' Human Rights and Transition

Stewardship Programme, the ToC will be oriented towards conducting collaborative and change-focused engagement

activities to deliver tangible outcomes among companies and other relevant stakeholders. The ultimate, long-term

outcome being to support investors’ efforts to generate long-term impact.

Toolbox

Morningstar Sustainalytics’ Human Rights and Transition Stewardship Programme will engage in constructive dialogue
with issuers to listen and gain an understanding of the company’s approach, forming relationships and building trust. This
leads to effective communication of investors’ perspectives and advocacy of sustainable transformations of companies

through fact-finding questions, encouraging best practices, providing suggested actions and opportunities for positive

impact. Our toolbox approach is constantly innovating and includes many activities, such as field trips, roundtables, and

webinars to influence change.

Escalation

Constructive dialogue is our first and always preferred engagement tool. Still, if an issuer is unresponsive to dialogue or
is not making significant progress, the Sustainalytics team can escalate the engagement. This approach aims to raise
investor concerns via a series of steps to encourage action. Persistent unwillingness to engage will result in a status

update to inform investors of the stalled engagement.
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Standards Supporting Investor Engagement on the Human Rights
and Transition Stewardship Programme

Morningstar Sustainalytics will align programme
activities where possible to a variety of voluntary
disclosure regimes, legislation, and investor activities.
Voluntary reporting regimes including the UNGPs are
instrumental in the design and implementation of the
programme. Relatedly, the Global Reporting Initiative
(GRI) and The Taskforce on Inequality and Social-
related Financial Disclosures (TISFD) serve as inputs
to the overall approach through which the programme is
conducted. Legislation is also considered in the design
and uptake of the programme, including CSRD and the
Non-Financial Reporting Directive (NFRD), with the
latter requiring public interest companies with more
than 500 employees to report on how they address
issues like environmental pollution, social responsibility,
and human rights. Industry initiatives focused on the
transitioning economy are also referenced, including the
International Council on Metals and Mining (ICMM),
Global Battery Alliance (GBA), Solar Stewardship

Initiative, Responsible Minerals Initiative, and World
Benchmarking Alliance. We will monitor and engage
with investor initiatives like PRI Advance, The Global

Investor Commission on Mining 2030, and Just

Transition Finance Lab to track key developments and
investor-led activities.
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https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.globalreporting.org/
https://www.globalreporting.org/
https://www.tisfd.org/
https://www.tisfd.org/
https://finance.ec.europa.eu/capital-markets-union-and-financial-markets/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://www.europarl.europa.eu/RegData/etudes/BRIE/2021/654213/EPRS_BRI(2021)654213_EN.pdf
https://www.icmm.com/
https://www.globalbattery.org/
https://www.solarstewardshipinitiative.org/
https://www.solarstewardshipinitiative.org/
https://www.responsiblemineralsinitiative.org/
https://www.worldbenchmarkingalliance.org/
https://www.worldbenchmarkingalliance.org/
https://www.unpri.org/investment-tools/stewardship/advance
https://mining2030.org/
https://mining2030.org/
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2018/12/Climate-change-and-the-just-transition_Guide-for-investor-action.pdf
https://www.lse.ac.uk/granthaminstitute/wp-content/uploads/2018/12/Climate-change-and-the-just-transition_Guide-for-investor-action.pdf
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About Morningstar Sustainalytics

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 www.sustainalytics.com.
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The information, methodologies, data and opinions contained or reflected herein (the “Information”) are
proprietary to Sustainalytics and/or its third-party content providers, intended for internal, non-commercial use
only and may not be copied, distributed or used in any other way, including via citation, unless otherwise
explicitly agreed with us in writing. The Information is not directed to, nor intended for distribution to or use by
India-based clients and/or users, and the distribution of Information to India resident individuals and entities is
not permitted.

The Information is provided for informational purposes only and (1) does 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) does not constitute investment advice nor recommends
any particular investment, nor represents an expert opinion or negative assurance letter; (3) is not part of any
offering and does not constitute an offer or indication to buy or sell securities, to select a project nor enter into
any kind of business transaction; (4) is not an assessment of the economic performance, financial obligations
nor creditworthiness of any entity; (5) is not a substitute for professional advice; (6) has not been submitted to,
nor received approval from, any relevant regulatory or governmental authority. Past performance is no guarantee
of future results.
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The Information is based on information made available by the issuer and/or third parties, is subject to
continuous change and no warranty is made as to its completeness, accuracy, currency, nor the fitness of the
Information for a particular purpose. The Information is provided “as is” and reflects Sustainalytics’ opinion
solely at the date of its publication.

Neither Sustainalytics nor its third-party content providers accept any liability in connection with the use of the
Information or for actions of third parties with respect to the Information, in any manner whatsoever, to the
extent permitted by applicable law.

Any reference to third party content providers’ names is solely to acknowledge their ownership of information,
methodologies, data and opinions contained or reflected within the Information and does not constitute a
sponsorship or endorsement of the Information by such third-party content provider. For more information
regarding third-party content providers visit http:/www. inalyti /legal-disclai

Sustainalytics may receive compensation for its ratings, opinions and other services, from, among others,
issuers, insurers, guarantors and/or underwriters of debt securities, or investors, via different business units.
Sustainalytics maintains measures designed to safeguard the objectivity and independence of its opinions.
For more information visit Governance Documents or contact compliance@sustainalytics.com.
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