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Since its creation in 2003, Phitrust invests in large listed companies to help them improve their Environnemental Social, and
Governance(ESG)practices (Phitrust Active Investors), as well as in innovative social enterprises to give them the financial and human
resources to scale up and deploy their impact (Phitrust Partenaires). Two activities, one single mission translated intothed pngbo z ! t
¥ s b je {{ p:dneeft to act and contribute to the growth of companies that integrate human development and the preservation of our

planet at the heart of their strategy.

A The decisions of large companies on the distribution of the wealth created and on capital allocation in the economy have an
impact well beyond their scope. They have become key players in the search for solutions to social and environmental challenges.
By mobilizing institutional investors, Phitrust fully exercises its role as a committed, constructive and demanding shareholder.
With a single objective: to alert companies of the risks and support them in changing their business models. With more than 18
years of experience and direct relations with the management of major companies, Phitrust is the only independent asset

management company to have filed over46 resolutions at GeneralMeetings.

A More over, by mobilizing private and institutional investors towards innovative, committed and inclusive entrepreneurial projects,
Phitrust opens a new space between private equity and philanthropy: beyond financial contribution, we seek to create a network of
experts and committed investors around the entrepreneurs who will accompany them over the long term in order to enhance their
impact on society. The economic viability of their model is a guarantee of their sustainability. Patient capital, support and
partnerships are an integral part of our work to create an economy that integrates, without opposing, the issues of inclusion and
the environment. More than 30 social enterprises are supported by our teams, including Simplon, Lita, LemonTri, Alenvi, La

Varappe, Kelbongoo, etc.

R\ [elZ=Taal o [ST@2A0PA0] the Phitrust Active Investors France SICAVobtained the SRILabel, which endorses Phitrust's specific approach
of shareholder engagement. Shareholder engagement is finally becoming a recognized SRI strategy. This label is the result of
extensive work carried out by the team to review and integrate the outcomes of 15 years of concrete shareholder engagement

actions.

TaDa W20l Phitrust becomes a mission-driven company (Entreprisea mission).

PHITRUST



EDITORIAL

2021: INVESTMENT AS A LEVERAGE FOR ACTION

Corporate business model transition: it's time for shareholders to change their ways!

b
Heat domes in Canada, Spain, Maghreb and western United States, historic floods in Russia, Germany w |

and Belgium, record temperatures in one of the coldest regions on the planet, Siberia - the effects of
global warming are being felt all over the world and increasingly in Europe. Climate change and the loss
of biodiversity must be tackled head on. Is it not time to change the software of our capitalism which,
although it has proved its efficiency, still does not integrate the valuation of finite resources into its
model? The « Meadows Report » (The Limits to Growth) was published in 1972; the first part of the IPCC

Report published this summer only confirms the most worrying scenarios!

The idea nowadays is no longer to simply integrate E,S,Gdata into

company management. Shareholders have a strong
responsibility! That of accompanying the complete change in the
business model of companies. It is no longer a question of
limiting the energy consumption of buildings, but rather of
integrating the ecological dimension into the entire value chain. It
IS no longer a question of having a sustainable development
department or developing teaching within specialised masters'
programmes, but rather of placing these issues at the core of the
company, of education, of our behaviours, while of course
including the human dimension. This transition will not be
possible without training, a fair distribution of value and a long-

term vision.

Never have the responsibilities of the financial sector, and hence of
shareholders, been so crucial. The vast power of money, and its
aim, are at the heart of the issues at stake for the protection of

the planet and the development of human beings.

Is it still normal that groups as powerful as Coca Cola,Amazon or
Facebook take such a weak position on these issues, when the
strength of their brands could be a tremendous lever for action?
Is it normal to have allowed active fund management to be
reduced to such a small portion that shareholder investors are no
longer involved in their votes? What are the motivations to act of
each of these players in the asset management industry -
institutional investors, savers, wealth management advisers,

asset management companies, pension funds, etc.?

The recent "Danone"affair has raised many scattered and diverse
Issues, mixing governance problems, questions about strategy
and the adoption of the status of mission-driven company. This
last point, while unrelated to the governance crisis that the group
went through, reflects the extent to which the "raison d'étre"
resonates today. Is it necessary to define "mission-driven
shareholders"to finance and support committed companies that

must invest heavily to make this transition? Does this

responsibility need yet another regulatory framework or a
taxonomy that will take time to define, with the risk of
standardizing SRI practices at a lower cost? We must intervene
now and exercise our power to act as committed and long-term

shareholdersto support these companies.

Shareholder engagement is a very effective responsible
investment strategy, as Novethic noted in its study last year. It is
by acting on corporate governance, by challenging the
composition, expertise, independence and capacity of decision-
making bodies to carry out long-term strategies, that
environmental and social issues will be properly considered. This
is what we have been defending for more than 18 years - and
what we defended again this year with the executives and boards

of Danone,Total, Carrefour,....

This year, our shareholders have chosen to affirm Phitrust's status

asa*nj t-drivepd p n q bandzhbve definedits ¥ s bjet( p:a s f !

Invest to act and contribute to the growth of companies that put
human development and the preservation of our planet at the very
core of their strategy. We are more than ever rooted in this
community of active and committed investment and management
players. We are still too few and not strong enough. Major
investors are required, keen on not reliving another « Kodak case »
(which failed to anticipate a transition to digital and went from a
leading position to bankruptcy), to join us and strengthen our
capacity to invest in order to act! Thank you to all our
shareholders, current and future, who will join us to promote this

commitment together.

Olivierde Guerre DenisBranche

Chairman Managing Director



ENGAGEMENT
STRATEGY

2021

CARRY, IN TIMES OF CRISIS, A DEMANDING VISION OF OUR
RESPONSIBILITY AS A SHAREHOLDER COMMITTED TO THE
BUSINESS MODEL TRANSITION OF LARGE COMPANIES



2020-2021

SUMMARY AND KEY FIGURES

Ourinvestment universe: all of the CAC40 Index companies.

Why large companies: the decisions of large companies on the distribution of the wealth created and on the allocation
of capital in the economy have an impact well beyond their scope. They have become key players in the search for
solutions to social and environmental challenges. How they integrate these issues into their strategic thinking is a key
indicator for investors, shareholders and stakeholders. We are convinced that investors have a responsibility to ensure
that companies and their managers accelerate the transition of their business model and put social and environmental

Issues at the core of their strategy.

Main issues and desired impacts

Acting as a committed shareholder of listed companies by using all the levers of shareholder engagement to
change their governance,business model and environmental and social practices.

Acting to change shareholder engagement practices so that the questions and votes of minority shareholders are

heard.

In 2020 / 2021, our engagement action has guantitatively materialized by:

letters sent to executives, chairmen of boards of
directors or supervisory boards and lead independent
directors, prior to the General Meetings, covering all E, S
and G issues. Each theme is weighted / enriched
according to the sector and the company's situation.

Our objective: to measure the evolution of our
engagement, to decide on the annual themes of our
engagement campaigns with the Board of Directors of
our Phitrust Active Investors France Sicav, and to
regularly weight our portfolio securities according to the
responses obtained.

interviews with executives and ] written responses

received prior to the AGMs. @ companies did not provide
any written or oral response.

Participation and votes at the 39 CACI0 General
Meetings (Pernod-S j d b geeerakmeeting will be held

in November 2021), i.e. for of the companies in

our voting perimeter, with a total of resolutions
voted on:

We voted in favour of resolutions:

We voted against304 resolutions.

Public initiatives: Danone (tem included on the
agenda of the general meeting on governance issue},
Carrefour (written questions on social issues) and Total
(written questions on environmental issues).

ICIELEY: We have participated in numerous working groups (FIR,Finance for Tomorrow, AFG,Fair/ Finansol...) on the
place and definition of impact finance. Our advocacy has mainly taken the form of

. Hosted by two Agefi journalists, it brought

together H. Rodarie, President of AF2i, A-C. Husson-Traore, CEO of Novethic, A. Masse, Chairman of the Forum for
Responsible Investment, P-A. de Chalendar, CEOof Saint-Gobain, A. de Romanet, CEOof Aéroports de Paris, C. Weber,
CEOof Middlenext and C. Ruellan,President of SONJ Conseil. The debates focused on the application of the European
directive on shareholders' rights, the role of minority shareholders in the light of the crisis, the extent to which
companies are listening to increasingly active and committed shareholders, and the way in which boards of directors

and managers are taking on environmental and social issues,....



OUR COMMITMENT POLICY

RAISE AWARENESS, ALERT, ACT

Phitrust's approach is eminently constructive. Our
dialogue takes place at the strategic level of the
company, with direct, informed and ongoing
exchanges with the managers and chairmen of the
boards of directors whom we have been meeting for
over 18 years.

This dialogue takes many forms. It is a gradual build-
up, from direct dialogue to public action. As an active -
and non-activist - shareholder, we are committed to
respecting each of these steps.

Our principles for responsible shareholder

A Engagein direct dialogue with the managers of the
companies all year round before launching any
public action, including the filing of resolutions.

A Hold shares on the long-term.
A Do not make share loans.

A Do not sue companies, believing that shareholders
could, together, "make themselves heard"... This
allows a permanent search for a consensus, as
the directors, and therefore the corporate
representatives, are elected by shareholders.

We use [Y¥1 the levers of engagement

A Privateinitiatives (letters, interviews, private
Information reports)

A Public initiatives (written questions, tabling of
resolutions, interventions in GeneralAssembly)

A Individual or collaborative approaches: Cofiling
of resolutions, PRI platform, etc.

A Targeted approaches to a company or themes
regarding strategy.

A And of course, systematic votes at all the
AGMs of CAC40 companies

THE IMPORTANCE OF DIALOGUE WITH COMPANIES,
BEFORE ANY PUBLIC ACTION

1 2 ©

Selection of Private initiatives Public action
Initiatives: with issuers decisions
identification of following
goals and targets Investor

of investor consultation
engagement

initiatives Letter to the
Chairman and

Lead Director
At the General

' Meeting:
— Votes
Company

analysis

Dialogue — Written
with questions

managers — Submission

(I
resolutions

Report to
the Board
and findings

.4

Selection
of public
action

Analysis of
ESG topics

Selection of

initiatives

Summary of General Meetings and votes

Assessment of the engagement campaign - Drafting summary
reports - Drafting the PRI report (Principles of Responsible
Investment)

The line between the need to encourage and support companies in their transition and the sanction vote is
a complex issue. A draft European directive on taxonomy is currently being drawn up and will impose new
constraints on institutional investors to justify their investments in companies that are not moving fast
enough on decarbonisation. Many asset managers may have to exclude a number of companies,

particularly energy companies, to avoid writing compliance reports and explaining their choices to clients...
This disengagement could then benefit non-European investors, among which which some are less
scrupulous on climate issues. There is a major risk to the sovereignty of our companies, which provide our
energy supply. Instead of excluding, it seems to us preferable - and more effective - to accompany and
challenge the managers of companies in the implementation of their transition strategy.




OUR PRINCIPLES OF COMMITMENT
FROM REGULATION TO INTENTIONALITY

Historically, the concerns raised by shareholders were on governance topics relating to shareholder rights, to
the election and organization of the board of directors, to the certification of accounts, and to capital
transactions.... Gradually, questions of executive remuneration have become an essential element of
shareholder guestioning. It was only after the intensification of media coverage of climate-related issues,
followed by the Paris Agreement in 2015, that institutional investors with a long investment horizon finally

understood that the value of their assets will be affected by the way companies respond to climate and ESG
challenges.

For those still in doubt, the global crisis linked to the COVID 19 pandemic accelerated the realisation of
managers, employees and shareholders that they must now take into account the growing impact of these
Issues on the business models of their companies. Furthermore, the prospect of a crisis following the shock
Inflicted on economies by COVID19 should reinforce the movement already initiated by some companies and
encourage them to review their value chain and reorganise their production methods.

Social and environmental issues havebecome crucial to companies and therefore totheir
shareholders, no longer as a reporting obligation within the framework of CSR, but tdoe placed at
the core of their business models, as a guarantee of their longterm sustainability .

” Denis Branche
ManagingDirector Phitrust

Our engagement strategy encompasses this vision. With the
notion of impact at its core.

Exercising our responsibility as shareholders implies, together
with the managers and stakeholders of companies, to:

I Implement the necessary evolution of their business model The status of a

with identified and future social and environmental issues at
the centre of their strategy;,

Take into account the development of strategies that
integrate the common good of the territories where they
operate. Companies also contribute to the development of
the territories, through their investments, the remuneration
of their employees, the contracts with their suppliers and
customers, and their fiscal strategy;

Adjust their governance to best meet these challenges with
their shareholders and all their stakeholders;

Promote dialogue with institutional investors before and
during voting at GeneralMeetings.

¥ nj tWjvegno
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opens up a new model
of society, does not
Imply a real change in

corporate governance,
which depends on the
goodwill of managers
and shareholders. And
yet, it seems that this
status still frightens the
CAC 40 companies
since none, except
Danone, seems to
consider adopting it.



OUR ENGAGEMENT
APPROACH

GOVERNANCE AT THE
CORE, AS A LEVER OF
BUSINESS MODELS
TRANSITION

Analyzing companies from a strategic
governance perspective

We have always analysed companies from the point of
view of their strategic governance: good governance
practices are the prerequisites for the proper
functioning of a company in view of creating long-term
value. Governanceis a growing and central issue for all
the company's stakeholders. The quality of this
governance determines its capacity to effectively operate
the transition of its business model, while respecting the
balance between the various parties involved with the
company. It is likely that boards of directors and
administrators will be increasingly held accountable for
the consequences of their strategic decisions.

The changes in the statutory purpose of companies are a
first step. The Pacte law thus allows for the
strengthening of the board's responsibility in determining
strategy. After more than a year of Covid-19 pandemic,
major French companies have chosen to change the
composition of their boards of directors 9. The CAC40
companies have taken the measure of the societal
Issues that have become increasingly important during
these months of crisis. Considering the increased
environmental pressure, linked to the acceleration of
global warming, they have integrated a significant
proportion of experienced profiles linked to sustainable
development (39%).

Improved corporate governance will make it easier for
active and engaged issuers and shareholders to work
together at a time when companies have never needed
strong and engaged stakeholders more than in an
Increasingly competitive and complex world. Corporate
governance has become a topic which cannot be
overlooked.

(*) (Heidrick & Struggle study June 2021)

Governance is a growing and central issue
for all the company's stakeholders. The
guality of thisgovernancedeterminesits
capacity to effectively engage the transition
of its business model, while respecting the
balancebetweenthe various parties
involvedwith the company.

CORPORATE GOVERNANCE
Transparency,
manager Hl’[f—"'htl ons and distribution of

value added

A2
\./

HUMAN RIGHTS
AND SOCIAL ENGAGEMENT
Strategy for inclusion

Focus on VIVENDI: Governance, minority
rights and strategy, a long -term « case »

Since the arrival of Vincent Bolloré at the head
of Vivendi's Supervisory Board in 2014, Phitrust
has been alerting shareholders at General
Meetings about the risks of a takeover by the
Bolloré Group. First in 2015 by asking for the
maintenance of the simple voting right. Then in
2019 with the early termination of the mandate
of the Chairman of the Supervisory Board,
Yannick Bollore - being also the CEO of Havas,
a subsidiary of Vivendi. More recently, the link
between the sale of UMG and the public tender
offer for more than 50% of the capital raises
many gquestions about the group's strategic
vision, and indirectly about the strategy of the
Bolloré Group: the latter has committed not to
apply for the AMF's passive threshold crossing
exemption but, nevertheless, did not exclude
the possibility of launching a takeover bid in
the event of crossing the threshold of 30% of
the capital or voting rights...




INDIVIDUAL
ENGAGEMENT

CONFIRMAND STRENGTHEN OUR ACTION, AT A TIME WHEN
SHAREHOLDER ENGAGEMENT IS THE MOST EFFECTIVE RESPONSIBLE
INVESTMENT PRACTICE TO ENCOURAGE COMPANIES TO CHANGE

THEIR PRACTICES




GENERAL MEETINGS 2021

THE LIMITS OF 100% VIRTUAL

Corporate governance has returned to the forefront of
corporate issues with the pandemic. This underlying
trend had been in place for several years, but it has
suddenly become apparent. being able to identify the
areas of transformation and evolution necessary for
companies to develop and even continue to exist has
become essential. The way in which this z f b Genaral
Meetings, places of shareholder democracy, were
organised is very enlightening in this respect. In the
tables on page 11, we have brought together the
different formats and solutions for shareholder
democracy proposed this year by CACA0 companies.

Behind closed doors

This year, the general meetings of CAC40 companies
were once again held behind closed doors, due to the
prolonged global health crisis. Although shareholders
had more opportunities to express themselves
compared to last year, the question remains as to the
lack of deployment of solutions allowing the exercise of
live voting rights. Most of the resolutions were voted at
levels rarely reached. This is undoubtedly one of the
consequences of virtual meetings. The closed session
does not encourage shareholder engagement. Many
concerns will probably be postponed until next year.

Significant differences from 2020

70% of CACA0 companies, i.e. 28, offered a digital
platform for asking questions live (nine had done so in
2020). Regarding the format of General Meetings,
almost all companies broadcasted the event live and
then on replay; only three companies did not offer a
replay of their General Meetings. In 2021, depositaries
also developed new systems: postal voting via the
Votaccess platform for private investors and live
remote voting via the Lumi Technologies platform. How
IS this reluctance to involve shareholders justified, when
Amundi (outside the CACA0) is the only listed company
to allow live voting this year? Many companies have
told us that there is not enough security today to ensure
shareholder status, even though the technologies exist
(notably the blockchain or shared registry)

and that it would have been possible to set it up.

Other breaches of shareholders' rights persist. The
right to remove a director from office, the possibility
of requesting an amendment to the agenda or to
open a live debate are action levers to which
shareholders still do not have access behind closed
doors. Some companies have not found it useful to
have their General Meetings chaired by the
Chairman, the Chief Executive Officer or the Lead
Independent Director; this was the case at
EssilorLuxottica and Schneider Electric.

The 2021 season also opened the debate on the
usefulness of written questions as a tool for
dialogue and engagement with companies. Almost
no companies provided live answers to the written
guestions sent in advance of the GMs. The majority
of companies rather chose to answer questions
asked directly during the GM, with written questions
only being answered on the websites.

\What about the future?

The health crisis will undeniably have a major impact
on the governance and formats of future General
Meetings of companies. The hybrid meeting, both in
person and remote, is likely to become the norm in
2022. This type of format would allow members or
attendees to choose whether to physically attend the
meeting or to attend online, which should
theoretically lead to higher participation and
engagement. However, this meeting format requires
technological innovations that companies and their
depositaries must be able to deploy. In addition,
particular attention will have to be paid to ensuring
that there is no inequality in terms of rights and
leverage between those who choose to attend
general meetings remotely or in person. The choice
of companies will be fundamental for the years to
come: only virtual general meetings, or a mix of
virtual and physical meetings, a real sign for
shareholders of the willingness of company
managers to allow them to participate actively and
"without filter". Probably an additional criteria for the
selection of companies in the future.
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GM 2021

INCREASINGLY COMMITTED SHAREHOLDERS, IN A
CONTEXT WHERE "REMOTE" FORMATS ARE BECOMING
PREVALENT, SOMETIMES TO THE DISADVANTAGE OF
SHAREHOLDER DEMOCRACY

Public — public Phitrust
AGM Digital Initiatives / articipation AGM Digital Initiatives / " '.r“?
CAC 40 company broadcast  platform for Phitrust P P CAC 40 company broadcast  platform for Phitrust parucipation
live guestions Written live guestions Written
Questions GM 2021 Questions GM 2021
Air Liquide Yes Yes No Yes Orange Yes Yes No Yes
Airbus Group Yes No No No Pernod Ricard n/a n/a n/a Nov-21
Alstom Yes Yes No Yes PSA / Stellantis Yes Yes No Yes
ArcelorMittal No No No No Publicis Yes Yes No Yes
Atos Yes Yes No Yes Renault Yes Yes No Yes
AXA Yes Yes No Yes Safran Yes Yes No Yes
BNP Paribas Yes Yes No Yes Saint-Gobain Yes Yes No Yes
Bouygues Yes No No Yes Sanofi Yes Yes No Yes
CapGemini Yes Yes No Yes Schneider Electric Yes Yes No Yes
Carrefour Yes Yes Yes Yes Société Générale Yes Yes No Yes
CréditAgricole Yes Yes No Yes STMicroelectronics No No No No
Danone Yes No Yes Yes Teleperformance Yes Yes No Yes
Dassault Systemes Yes Yes No Yes Thales Yes Yes No Yes
Engie Yes Yes No Yes Total Yes Yes Yes Yes
EssilorLuxottica Yes No No Yes Unibail Rodamco Yes Yes No Yes
Hermes Yes No No Yes Veolia Yes No No Yes
Kering Yes Yes No Yes Vinci Yes Yes No Yes
Legrand Yes Yes No Yes Vivendi Yes No No Yes
L'Oreal Yes Yes No Yes Worldline Yes Yes No Yes
LVMH Yes No No Yes o _
Nb: no participation to the GM of French companies
- listed on foreign markets.
Michelin Yes Yes No Yes




ASSESSMENT OF THE
ENGAGEMENT ACTIONS

This year, as for the last 15 years, we sent a detailed letter to the managers and directors of the CAC40
companies before the GMs:

questions asked in letters sent in advance to the executives of CAC 40 companies between December

Main themes of engagement 2021

SHAREHOLDERS' RIGHTS AND CONTROL OF
THE COMPANY

Behind closed doors General Meetings, the
elimination of double voting rights (which only
favour shareholders who wish to take control of
the company).

BOARD OF DIRECTORS / RESPONSIBILITY OF
DIRECTORS

Separation of powers, independence and
responsibility of directors. The format of the
AGMs and dialogue with shareholders, The
Involvement and work carried out by the Board
during the year.

REMUNERATION, ASSOCIATION OF MANAGERS
AND EMPLOYEES IN THE CAPITAL

The sharing of value. The appropriateness of
executive remuneration to the company's

situation and that of its employees. The criteria

for the allocation of variable shares. Dividend
distribution.

ENVIRONMENTAL IMPACT

The importance of a climate change strategy.
Support for the ScienceBased Targets initiative.
The desire to move towards "regenerative"
models. Impact on biodiversity. The composition
of the CSR committee and its functions.

2020 and March 2021.

| SOCIAL IMPACT

The impact of the health crisis and the measures
taken by companies.

The distribution of the value created between the
various stakeholders (managers, employees,
shareholders).

The need to have good social practices with
employees, and to have an eye on those of all
stakeholders. The prevention of risks against
modern slavery.

HUMAN RIGHTS AND BUSINESS ETHICS

Control procedures and effective commitment
against corruption. Management and protection
of internal and external whistleblowers.
Monitoring and management of supply chain
practices.

The implementation and application of a
vigilance plan that respects human rights and
diversity.
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PUBLIC INITIATIVES

46 EXTERNAL RESOLUTIONS
FILED SINCE 2003

= 2

18

Years of
constructive
dialogue and

engagement with
the leaders of
European listed
companies

= 2)
Over 3,900 47

Public initiatives
(oral interventions
and written
guestions in the
General Meeting)

Private ESG initiatives:
letters, meetings,
dialogues with the

executives & boards of
directors of CAC40

companies

46

External resolutions
tabled since 2003,
Including 2 voted to
amend the articles of
association
of listed companies

progress on key issues.

Several proposals have been adopted and implemented by some companies following our initiatives (creation of specialised
committees, levelling of threshold crossing declarations, shifting of the dividend payment date, etc.). This in-depth work, which
IS part of a structured, long-term approach, demonstrates above all that assuming one's responsibility as an active shareholder

requires a long-term vision, technical expertise, knowledge of the issues, trusting relationships and pugnacity in order to make
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