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While take-up has so far been patchy, Say on Climate is a helpful tool
for holding companies accountable for their climate ambitions. We think
these resolutions should be advisory rather than binding, as ultimately
management should be accountable for a company’s climate transition
plan.

The “Say on Climate"! initiative was launched

Marie-Sybille

Connan in 2020 to promote board-sponsored Key takeaways

Senior Stewardship resolutions aligned with supporting the — Say on Climate is one tool among

Analyst transition to net zero. The initiative sought many to help investors influence
improved climate transition disclosures and companies’ journey towards net zero.
associated action plans from companies, to be — The momentum for Say on Climate
voted on at annual general meetings (AGM). campaigns varies across different
Here we explore the lessons learned over the countries due to the roles of boards
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to be approached by the initiative and agreed - We favour advisory, rather than
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Voting in support of Say on Climate

Allianz Global Investors voted on 30 Say on Climate
resolutions in 2021, rising to approximately 50 in 2022.
The rise in resolutions included submissions from high-
profile oil and gas companies, as well as market leaders
in financials, building materials, mining and retail.

Last year, we noted a clear bias for resolutions raised

in sectors that are now in scope for the EU Taxonomy
Climate Delegated Act?® (applicable from 1 January
2023). The Act aims to support sustainable investment
by making it clearer which economic activities most
contribute to meeting the EU’s environmental objectives.
It covers the economic activities of approximately 40%
of all listed European companies, which are responsible
for almost 80% of direct greenhouse gas emissions in
Europe.

2. https://www.un.org/en/climatechange/net-zero-coalition
3. https://ec.europa.eu/commission/presscorner/detail/cs/qanda_21_1805
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However, Say on Climate resolutions extend beyond
taxonomy target sectors like banking to include activities
such as agriculture and forestry.

Adoption is not widespread

The initiative has gained traction in parts of Europe like
the UK, France, Switzerland and Spain. Together these
countries account for over two-thirds of Say on Climate
resolutions in Europe. However, uptake has been more
limited in Germany, Italy, the Netherlands and Nordic
countries, where incorporation laws present meaningful
hurdles. One such hurdle is the mandatory division of
duties, which states that shareholders cannot interfere
with an (executive) board’s responsibility to set and
manage company strategy.


 https://www.un.org/en/climatechange/net-zero-coalition
https://eur04.safelinks.protection.outlook.com/?url=https%3A%2F%2Fec.europa.eu%2Fcommission%2Fpresscorner%2Fdetail%2Fcs%2Fqanda_21_1805&data=05%7C01%7CMARIE-SYBILLE.CONNAN%40ALLIANZGI.COM%7C0135fd55d79b4abfa4ce08dad3cbc8a1%7Ca1eacbd5fb0e46f181e34965ea8e45bb%7C0%7C0%7C638055169596859416%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=hRXm%2B4YmlFjdWZeSskn5voDWB6OPRBpXxSSpMPwDnuI%3D&reserved=0

Stewardship Principles. Say on Climate: does it measure up?

Exhibit 1 —-Say on Climate votes in 2022 in Europe

Source: Georgeson’s 2022 AGM Season Review https://www.georgeson.com/uk

Opinion on Say on Climate is similarly divided in North
America. One supporter is the California-based activist
initiative, As You Sow?* which sent letters to companies

in 2020 requesting net-zero transition plans and Say

on Climate votes. It then followed these letters with the
filing of shareholder resolutions at several AGMs in 2021,
including at the meetings of high-profile companies in
the transportation, leisure and beverage sectors.

However, some notable institutional investors have
resisted Say on Climate on the basis that management,
rather than investors, should be accountable for climate
strategy, while also being mindful of the resources
needed to assess the merits of each Say on Climate
resolution. We therefore do not expect Say on Climate to
gain traction in the US.

Mitigating climate change takes time and effort

Climate engagement is resource intensive. Climate

transition plans are interlinked with the business strategy.

They are company-specific and potentially complex.
They need careful assessment, which requires specific
expertise and resources to assess each plan, each
pathway and progress towards the goals. The lack of
global standards around climate disclosures presents
a challenge to completing comprehensive and relevant
comparative analyses of climate action plans — even

4. WWW.asyousow.com.

within the same sector. Often, all of this must happen
within a constrained timeframe ahead of a decision

at an AGM. Lastly, there is a risk of undue focus on

those companies putting their strategies to vote, at the
expense of engaging with higher climate-risk companies
that do not have comprehensive climate action plans.

Robust engagement in the absence of a vote

Where companies are not submitting a Say on Climate
resolution, there should still be rigorous engagement
to understand their climate transition plans. Investors
should pressure boards and managements to be
accountable for climate-risk assessment and strategy.

While it is disappointing that the Say on Climate
campaign has not gained traction in all jurisdictions, a
combination of further climate regulation and investor
pressure could help increase participation and progress
towards a level playing field globally.

Allianz Global Investors seeks to influence companies
to actively plan for climate transition and a net-zero
future through risk mitigation and adaptation but also
by seizing the significant climate investing opportunity
set. This process starts with high-quality dialogue but
extends through to exercising our ownership rights to
exert the influence afforded to us.


https://eur04.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.georgeson.com%2Fuk&data=05%7C01%7CALEXANDRA.CHRISTIE%40allianzgi.com%7Cee4c507aa29a4f907cc808daf3af4f2e%7Ca1eacbd5fb0e46f181e34965ea8e45bb%7C0%7C0%7C638090231575545223%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=5wa8pE159FzsmOllPTyS5qgJjJ3mx2u7TCY6GkuH87M%3D&reserved=0
http://www.asyousow.com/
 https://www.un.org/en/climatechange/net-zero-coalition
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Allianz Global Investors’ perspective on Say on Climate

We view Say on Climate as a tool to hold companies,
their boards and management accountable for climate
ambitions. Furthermore, it acts as a potential escalation
tool for investors. The ability to assess progress over time
should be clear, while companies should avoid frequent
changes to long-term strategies, unless there is evidence
of misalignment.

Each company’s climate transition plan is specific and
often involves confidential and competitive information.
As such, we believe the board is best positioned to set
policy and oversee its implementation and progress by
the management team. This responsibility should remain
within the board'’s remit — not shareholders.

The board should be accountable for the company’s
climate transition plan and investors should have clear
escalation mechanisms in place to protect alignment.
We therefore support Say on Climate resolutions being
advisory rather than binding.

We encourage high-emitting investee companies to put
their climate strategy to a shareholder vote. In addition,
we seek evidence of progress in the following areas to
inform our voting:

1. Assessment of the extent to which companies’ climate
disclosures and ambitions are comprehensive and
consistent, including accountability of the board and
appropriate governance oversight. Boards should
commit to annual progress reporting in line with
established reporting frameworks - this allows for
company and sector-wide peer analysis.

2. Ambitious climate strategies with clear and credible
targets and milestones (across near- and longer-
term horizons) — but with evidence of their not
compromising a company’s medium or long-term
operating and financial performance. These should
include details on any necessary investment or
financial commitments.

3. Where shareholder concerns remain unaddressed,
despite significant shareholder dissent, or we are
dissatisfied with a company’s responsiveness to
implementing Say on Climate, we generally vote
against the chairman, or board member responsible
for sustainability and climate matters.

We reiterate our view that a Say on Climate vote
should remain advisory. It is a tool whereby companies
can demonstrate leadership and accountability for
climate transition plans. There is an opportunity for the
campaign to normalise strong investor engagement
on climate strategy and performance, which could
help raise investor confidence in corporates or sectors
approaching the topic seriously.

That said, the initial uptake of the initiative has been
mixed. It will need to extend beyond a limited number
of jurisdictions to scale up the alignment of disclosures
and governance with net zero to have a meaningful
impact on climate change. However, if Say on Climate
can demonstrate progress on stewardship outcomes
in Europe in the coming years, this may encourage or
embolden other jurisdictions to join.
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Allianz Global Investors is a leading active asset manager with over 600 investment
professionals in over 20 offices worldwide and managing EUR 521 billion in assets.
We invest for the long term and seek to generate value for clients every step of the
way. We do this by being active — in how we partner with clients and anticipate their
changing needs, and build solutions based on capabilities across public and private
markets. Our focus on protecting and enhancing our clients’ assets leads naturally
to a commitment to sustainability to drive positive change. Our goal is to elevate the
investment experience for clients, whatever their location or objectives.

Active is: Allianz Global Investors
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