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ESG INTEGRATION APPROACH 

• The Global Natural Resources Equity Fund uses ESG integration as part of its investment process. This 
means incorporating environmental, social, and governance factors to enhance investment decisions. Our 
central mission is to help our clients reach their long-term financial goals, and we believe that incorporating 
ESG factors into our investment process alongside financials, valuation, macroeconomics, and other factors 
is consistent with that objective. Our philosophy is that ESG factors are a component of the investment 
decision—meaning that they are not the sole driver of an investment decision, nor are they considered 
separately from more traditional analysis.  

• The process of ESG integration takes place on two levels: first, with our research analysts as they 
incorporate environmental, social, and governance factors into company valuations and ratings, and second, 
with the portfolio manager as he balances these ESG factor exposures at the portfolio level. Both the 
analysts and the portfolio manager are able to leverage dedicated, in-house resources to assist in analyzing 
ESG criteria.  

• Our ESG specialist teams provide investment research on ESG issues at the company level and on thematic 
topics. Additionally, they have built tools to help proactively and systematically analyze the environmental, 
social, and governance factors that could impact our investments. The foundation of the analysis is a 
proprietary flagging tool called the Responsible Investing Indicator Model. It covers around 15,000* 
companies and pulls from data sets that are not in the wheelhouse of traditional financial analysis. These 
data sets include:  

- ESG performance data (i.e. number of accidents, carbon emissions, strength of whistle-blower 
programs);  

- ESG targets (i.e. plans to reduce carbon emissions, increase diversity, etc.)  
- ESG incidents and controversies (i.e. environmental fines paid, local community 

controversies/protests against a company, etc.) 
 

• The Global Natural Resources Equity Fund serves as an energy-led, commodity-driven inflation hedge and 
utilizes a fundamental, research-driven investment approach to identify companies that are well positioned 
with durable growth and can compound long-term, risk-adjusted performance for our clients. We consider 
industry structure, competitive dynamics, strength of management teams and business models, and the 
durability of the business over the long-term. We do not view environmental, social, and governance factors 
as discrete, siloed elements; however, they are integrated into our process for evaluating the risks and 
fundamental outlook for potential investments. We have long observed that companies with better assets 
and that are managed efficiently with good corporate governance, safety procedures, and concern for their 
employees and the communities in which they operate have tended to represent superior long-term 
investments. To that end, ESG is incorporated into our evaluation of risk of the companies in which we 
invest.  

RECENT COMPANY ENGAGEMENTS 

We maintain a regular dialogue with the management teams of companies represented across the portfolio. Our 
investment-driven engagement program frequently identifies targets through our proprietary RIIM analysis, 
governance screening and analysts’ fundamental research. While we engage with companies in a variety of 
different contexts, ESG engagement focuses on learning about, influencing or exchanging perspectives on the 
environmental practices, corporate governance or social issues affecting their business. While most of the 
meetings we hold with company managements will include some discussion of ESG topics, we differentiate 
meetings held with a heavy focus on ESG, meaning ESG issues were the sole items on the agenda or made up a 
meaningful part of the meeting. Agenda items are classified as “meaningful” when they take up a significant 
portion of the meeting or are a significant factor in the investment case. The following are selected examples of 
recent engagements with companies held in or considered for the portfolio. The examples are not meant to be 
representative of every engagement held, but to illustrate the types of ESG engagements we are having with the 
managements of our investment companies. 
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EOG Resources (4th Quarter 2022 Engagement) 

Focus Environment, Social 

Company 
Description 

EOG Resources (EOG) is an oil and gas producer with operations centered in the U.S. 

Engagement 
Objective 

We engaged with the company for a discussion primarily focused on its climate strategy.  

Participants 

From EOG Resources: Executive Vice President, Exploration & Production; Director, 
Environmental & Sustainability; Director, Stakeholder Relations & Communications; Deputy 
Corporate Secretary 

From T. Rowe Price: Investment Analyst, Responsible Investing Analyst  

Engagement 
Outcome 

We engaged with EOG Resources to discuss its climate strategy (particularly the net zero 
target), water use, and progress on safety performance. 

In 2021, EOG set a target to be net zero on scope 1 and 2¹ emissions by 2040. It believes 
that this is an ambitious, yet achievable, target that is based on a strategy of reduce, capture, 
and offset. Several years ago, EOG set up the Sustainable Power Group, which is fully 
dedicated to reducing emissions and based on the work of this group. EOG’s progress on 
reducing methane emissions and flaring has been impressive (achieving reductions of 50% in 
methane intensity and 40% in emissions from flaring since 2019). It has set a target for zero 
routine flaring by 2025 (five years ahead of the World Bank 2030 target) and has 
implemented continuous methane monitoring across its facilities. It is currently working on 
setting a new methane intensity target, having met its 2025 target five years early.  

EOG will continue to focus on scope 1 and 2 emission reductions and does not intend to set a 
scope 3 target as this would mean a pivot away from its current business model. It says it is 
not under pressure from its investor base to do so. EOG is currently developing its first 
carbon capture and storage project and believes this fits well within its geological know-how. 
It is not looking to diversify into areas such as wind and solar where it has no expertise. 

Regarding water use, EOG’s focus is on increasing the share of its water that is reused or 
recycled. In some areas, the company is already at 99% reuse, but this varies across basins, 
based on the availability of recycled water and having the necessary infrastructure. Given the 
high share of water reuse and low freshwater intensity, EOG does not see water availability 
as a risk that is likely to materially impact its operations. 

EOG’s continuous focus on safety has helped it materially lower both its total recordable 
incident rate and lost time incident rate over the past five-plus years. Contractors receive 
extensive training before they come into EOG sites. Contractor safety performance is 
continuously monitored, and contractors can be (and have been) switched out if their health 
safety performance is inadequate. 

The engagement allowed us to share our feedback on a number of environmental and social 
issues. EOG’s performance on reducing emissions has been impressive, and we were 
pleased to hear the company’s ongoing efforts and initiatives to further lower its greenhouse 
gas emissions. It also allowed us to share our views on best practices on reporting; we 
recommended that EOG publicly disclose its scope 3 emissions. 

 
¹ Scope 1 (direct emissions from owned or controlled sources), scope 2 (indirect emissions from the generation of 
purchased electricity, steam, or cooling), scope 3 (all other indirect emissions). 
 
 
 
 
 
 
 
The specific securities identified and described do not represent all of the securities purchased, sold, or 
recommended for the OEIC sub-fund, and no assumption should be made that the securities identified and 
discussed were or will be profitable.  T. Rowe Price may have ongoing business and/or client relationships with the 
companies mentioned in this report.
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Canadian Natural Resources (4th Quarter 2022 Engagement) 

Focus Environment 

Company 
Description 

Canadian Natural Resources Limited (Canadian Natural) is a global oil and gas exploration 
and production company, with most of its assets located in Canada. 

Engagement 
Objective 

We engaged with Canadian Natural on the company’s climate strategy and its pathway to net 
zero operational greenhouse gas (GHG) emissions. 

Participants 
From Canadian Natural Resources: Chief Financial Officer, Investor Relations  

From T. Rowe Price: Portfolio Managers (2), Investment Analyst, Responsible Investing 
Analyst   

Engagement 
Outcome 

The upstream GHG emissions for oil sands are generally higher than for other oil extraction 
methods. The mining process is energy intensive, and in-situ extraction requires extensive 
steam generation. Canadian Natural indicated that, on a well-to-wheel basis, its emission 
intensity is comparable to the North American average (since the majority of emissions are 
scope 3¹, where the end users burn the fuel). 

Canadian Natural was one of the founding members of the Oil Sands Pathways to Net-Zero 
Initiative. This is a group led by the six largest oil sands producers, together accounting for 
around 95% of total oil sands production. The group is aiming to be net zero on scope 1 and 
2 by 2050, with a reduction of approximately one-third per decade out to 2050. A significant 
part (roughly half) of the emission reductions would come via carbon capture and storage 
(CCS) since the area is well suited to geological storage of CO2, with a CO2 trunk line being 
funded by the Canadian government. Decarbonizing the oil sands is a crucial part of 
Canada’s nationally determined contribution (NDC).  

Canadian Natural is also using solvent-based technology to help lower the energy intensity of 
its in-situ operations. Solvents can lower energy use by around 50% since less steam is 
required to extract the resource. 

The company highlighted the permitting issues that it is facing in Canada. The permitting 
process is extremely slow, and there are competing interests from federal and provincial 
governments, as well as with local communities, landowners, and other stakeholders.  

The engagement allowed us to impart our views on best practices around ESG topics. 
 

¹ Scope 1 (direct emissions from owned or controlled sources), scope 2 (indirect emissions from the generation of 
purchased electricity, steam, or cooling), scope 3 (all other indirect emissions). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The specific securities identified and described do not represent all of the securities purchased, sold, or 
recommended for the OEIC sub-fund, and no assumption should be made that the securities identified and 
discussed were or will be profitable.  T. Rowe Price may have ongoing business and/or client relationships with the 
companies mentioned in this report.
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RISKS - The following risks are materially relevant to the fund (refer to prospectus for further details): 
Country (China) - Chinese investments may be subject to higher levels of risks such as liquidity, currency, 
regulatory and legal risks due to the structure of the local market. Country (Russia and Ukraine) - Russian and 
Ukrainian investments may be subject to higher risks associated with custody and counterparties, liquidity, market 
disruptions, as well as strong or sudden political risks. Currency - Currency exchange rate movements could reduce 
investment gains or increase investment losses. Sector concentration - Sector concentration risk may result in 
performance being more strongly affected by any business, industry, economic, financial or market conditions 
affecting a particular sector in which the fund's assets are concentrated. Small and mid-cap - Small and mid-size 
company stock prices can be more volatile than stock prices of larger companies. Volatility - The performance of the 
fund has a risk of high volatility. 
 
General fund risks - to be read in conjunction with the fund specific risks above. Equity - Equities can lose 
value rapidly for a variety of reasons and can remain at low prices indefinitely. Geographic concentration - 
Geographic concentration risk may result in performance being more strongly affected by any social, political, 
economic, environmental or market conditions affecting those countries or regions in which the fund's assets are 
concentrated. Hedging - Hedging measures involve costs and may work imperfectly, may not be feasible at times, or 
may fail completely. Investment fund - Investing in funds involves certain risks an investor would not face if 
investing in markets directly. Management - Management risk may result in potential conflicts of interest relating to 
the obligations of the investment manager. Market - Market risk may subject the fund to experience losses caused 
by unexpected changes in a wide variety of factors. Operational - Operational risk may cause losses as a result of 
incidents caused by people, systems, and/or processes. 
 
IMPORTANT INFORMATION 
The Funds are sub-funds of the T. Rowe Price Funds OEIC, an investment company with variable capital 
incorporated in England and Wales which is registered with the UK Financial Conduct Authority and which qualifies 
as an undertaking for collective investment in transferable securities (“UCITS”). Full details of the objectives, 
investment policies and risks are located in the prospectus which is available with the key investor information 
documents in English, together with the annual and semi-annual reports (together “Fund Documents”). Any decision 
to invest should be made on the basis of the Fund Documents which are available free of charge from the local 
representative, local information/paying agent or from authorised distributors and via www.troweprice.com. 
This material is being furnished for general informational and/or marketing purposes only. The material does 
not constitute or undertake to give advice of any nature, including fiduciary investment advice, nor is it intended to 
serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent 
legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including 
T. Rowe Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and 
services. Past performance is not a reliable indicator of future performance. The value of an investment and 
any income from it can go down as well as up. Investors may get back less than the amount invested. 
The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or 
solicitation to sell or buy any securities in any jurisdiction or to conduct any particular investment activity. The 
material has not been reviewed by any regulatory authority in any jurisdiction. 
Information and opinions presented have been obtained or derived from sources believed to be reliable and current; 
however, we cannot guarantee the sources' accuracy or completeness. There is no guarantee that any forecasts 
made will come to pass. The views contained herein are as of the date noted on the material and are subject to 
change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. 
Under no circumstances should the material, in whole or in part, be copied or redistributed without consent from T. 
Rowe Price. 
The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material 
and in certain countries the material is provided upon specific request. 
It is not intended for distribution to retail investors in any jurisdiction. 
This material is issued and approved by T. Rowe Price International Ltd, 60 Queen Victoria Street, London, EC4N 
4TZ which is authorised and regulated by the UK Financial Conduct Authority. For Professional Clients only. 
© 2023 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn 
Sheep design are, collectively and/or apart, trademarks of T. Rowe Price Group, Inc. 
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