Investor Advocacy on
Responsible Artificial

Intelligence

Q) SHARE

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE



AUTHORS:

Dolapo Makinde, PhD, Shareholder Advocacy Specialist, SHARE
Juana Lee, Associate Director, Corporate Engagement, SHARE

SHARE is solely responsible for the content of this report.

DISCLAIMERS
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herein is not intended to be relied upon

as a basis for making investment or legal
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before acting on any information presented
in this report. While reasonable efforts

have been made to ensure the accuracy

of the information, no representation or
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its completeness or accuracy under
applicable Canadian law.
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to mobilizing investor leadership for a
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SHARE helps investors steward their assets
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and environmental outcomes. With SHARE's
support, organizations are advocating

for better corporate sustainability

practices, exercising their proxy voting
rights responsibly, and promoting greater
transparency and accountability across
capital markets. For more information on
SHARE, visit www.share.ca.
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I The responsible development and deployment of artificial

intelligence is a material investor issue

The global artificial intelligence (Al) boom has led to significant investment in Al
development and integration of Al tools across most industries, fundamentally
impacting our economy, the environment, and our society at large.

A recent report by the United Nations Trade and
Development (UNCTAD) found that the global Al market
will increase from USDS189 billion in 2023, to USD$4.8
trillion by 2033, accounting for 30% of the overall frontier
technologies market.” The global growth of Al development
and deployment will reshape industries and is predicted

to impact 40% of jobs globally, with one third of jobs in
advanced economies being exposed to Al automation

and approximately 27% of jobs being enhanced by Al,
potentially leading to the creation of new jobs.? Morgan
Stanley has predicted that entities, including governments
and technology companies, will spend nearly USDS3 trillion
on data centres between now and 20282 with an estimated
financing gap of USDS1.5 trillion that would need to be
closed by borrowing from banks and financial institutions.*

All of these estimates and predictions are adjusted upwards
and downwards on a regular basis as the full potential and
effects of Al development and deployment is unknown. The
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UNCTAD report found that the full and long-term impacts of
Al could take years to fully materialize.

Within companies, Al may improve and strengthen internal
systems, create more efficient product and service offerings,
increase competitivity, and advance innovation. More broadly,
Al has been proposed as an aid to help solve some of the
world’s largest environmental and social issues. For instance,
Al is being used to chart emissions of methane,® monitor
weather patterns,” monitor endangered species,® detect
wildfires,” advance drug development,’® improve telemedicine
for enhanced healthcare access,” empower people with
disabilities,'> and monitor human rights abuses globally.™

However, all of this comes with costs. There are environmental
and social concerns with Al development and use that

will affect both individual assets and investor portfolios

as a whole.



For example, research has found that infrastructure needed
to build and operate Al systems can negatively impact the
environment.™ The global use of Al is projected to account
for 4.2 - 6.6 cubic metres of water withdrawal (potentially
more than the total annual water withdrawal of Denmark)

by 2027, raising concerns about water usage in water-
stressed areas and drought-prone environments.' Demand
for electricity to fuel Al data centres is expected to double by
2030,"® and frontier Al training is also expected to draw 4 -16
gigawatts of power, which would be enough power to fuel
millions of homes in the U.S."”

Al systems have the potential to perpetuate and reinforce
inequities, amplify violence, and contribute to mis- and
dis-information. For example, a 2024 report by the United
Nations (UN) Special Rapporteur on contemporary forms

of racism, racial discrimination, xenophobia, and related
intolerance found that Al systems may reinforce historical
biases and systemic discrimination due to the use of
datasets that reflect historical patterns of systemic racism.®
Studies have found that Al facial recognition technology

can perpetuate racial discrimination and misidentify Black
people and other racially minoritized groups.™ Privacy-
related risks have also been raised where governments or
companies have utilized Al for mass surveillance with limited
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safeguards.?® Additionally, Al-driven labour replacement could
have far-reaching effects on social structures.

Despite the opportunities that Al may present, without proper
guardrails, policies, practices, and oversight to ensure the
responsible development and deployment of Al systems
within internal and external processes, companies will be
recklessly navigating a wide range of legal, operational,
reputational and regulatory uncertainties that could affect
their own company and/or create significant negative
impacts for society and the environment.

From the perspective of an institutional investor, investment
risks, including environmental, social, and governance risk
factors, may be idiosyncratic, affecting individual assets
(financial materiality), or systemic, impacting assets across
sectors or geographies (systemic materiality). Investors

may also consider how their investments may affect social

or environmental outcomes (impact materiality). These
dimensions are interconnected. While Al development

and deployment may have direct company-level financial
implications, not all factors will lead to broader systemic risks.

The table below summarizes selected factors relevant
to the development and deployment of Al under all three
approaches.

Financial materiality

Impact materiality

Systemic materiality

+ Productivity and innovation

+ Governance and oversight

+ Legal costs and settlements

+ Customer satisfaction, loyalty,
and reputation

+ Bias and discrimination

+ Access or denial of services
(e.g. health insurance, loans)

+ Environmental deterioration due to
increased local or global water and
electricity demands

+ Energy affordability

+ Employment, skills gaps, and
retraining

- Intellectual property protections

+ Control of technologies

+ Impact on economic productivity

+ Climate change impacts
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Regulations, standards, and frameworks on responsible Al

As Al adoption accelerates, so does scrutiny from regulators, civil society organizations,
and other stakeholders.

Examples of regulation, emerging regulation, and regulatory guidance on Al

National, provincial/state governments, and regional Several factors influence this divergence, such as international
intergovernmental organizations are adopting distinct competition to lead Al innovation, concerns over economic
approaches to strengthen guardrails on Al. At the national competitiveness, and lobbying efforts by technology

level, while some countries have enacted regulations, others ~ companies pushing for minimal regulatory oversight.

have adopted a de-regulatory approach. . . . , .
The table below provides an overview of national (including

state/provincial) and regional Al regulatory approaches.”

The Artificial Intelligence and Data Act (AIDA) was Canada's attempt at national Al legislation.?” AIDA aimed to hold
businesses accountable by ensuring that high-impact Al systems are non-discriminatory and designed, developed,
and deployed safely. The Bill, however, died on the Order Paper in January 2025 with the prorogation of Parliament,
and there are no indications that the Bill will be re-introduced, with the Minister of Al and Digital Innovation indicating
greater focus on innovation.?

Pending the enactment of an Al regulation, the Voluntary Code of Conduct on the Responsible Development and
Management of Advanced Generative Al Systems and the accompanying Implementation Guide for Managers of
Al Systems, set out measures and principles in developing or managing generative Al systems designed for a wide
range of applications. The guidance emphasizes accountability, safety, fairness and equity, transparency, human
oversight, monitoring, validity, and robustness. In September 2025, the Government of Canada launched an Al
Strategy Taskforce to support the development of a renewed Al strategy.?

At the provincial level, the British Columbia government is proposing legislation to establish a new electricity
allocation framework that will subject electricity allocations for data centres and Al to regulatory caps. BC Hydro will
launch a competitive process in January 2026 to allocate electricity for Al and data centres.?*

In Québec, the Act to modernize legislative provisions as regards the protection of personal information, Law 25, now
requires companies to notify individuals when decisions are made solely by algorithms without human input.? The
law aims to protect personal information and ensure accountability and transparency in automated processes.?

1 This overview summarizes key national, state/provincial, and regional Al regulatory approaches as of December 22, 2025. This overview is not meant to be an
exhaustive list of global Al regulation.
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The U.S. has taken a deregulatory approach to Al governance. The National Al Initiative Act emphasizes the
promotion of Al research and development in the field, with the goal of strengthening the U.S’ position as a global
leader in Al innovation.?”

On January 23, 2025, U.S. President Trump signed Executive Order 14179 with the goal to eliminate specific existing
Al policies and directives that were perceived to hinder American Al innovation.? The White House also released an
Al Action Plan proposing a deregulatory approach to Al development and deployment, with the aim of increasing Al
capabilities to advance economic and military benefits.?® The Al Action Plan was accompanied by three Executive
Orders aimed at: (1) expediting federal permitting for data centers,*® (2) promoting the global deployment of U.S -
origin Al technologies to reinforce the U.S. technological dominance,?' and (3) ensuring ‘ideological neutrality’

in Al models procured and promoted by the federal government,®> meaning that diversity, equity, and inclusion
considerations should no longer be embedded into Al models.

Under the Biden administration, the U.S. National Institute of Standards and Technology (NIST) released the
voluntary Al Risk Management Framework (Al RMF) and accompanying Playbook to help organizations design,
develop, deploy, and use Al systems responsibly by managing associated risks.* Although the U.S. developed
the NIST Al RMF, companies around the world increasingly reference it as a practical and interoperable guide for
responsible Al governance. The Trump administration’s Al Action Plan, however, includes a recommendation to
weaken the framework by requiring NIST to “revise the NIST Al [RMF] to eliminate references to misinformation,
Diversity, Equity, and Inclusion, and climate change."*

Several states in the U.S. have enacted laws to regulate the development and use of Al. For example, California’s

Al Transparency Act requires Al providers to implement tools to detect Al-generated content, clearly label such
content to differentiate it from original material, and apply moderation measures for Al-generated outputs.® The
Colorado Al Act also regulates high-risk Al systems, such as those used in employment, housing, loans, and
healthcare. Lawmakers have, however, pushed the effective date of the law to June 2026.%¢ In lllinois, amendments
to the Human Rights Act now require employers to inform employees when using Al in employment decisions, and
prohibits the use of Al in a manner that discriminates against employees.®” Regulations under the Fair Employment
and Housing Act prohibit the use of automatic detection systems for discriminatory purposes and provide that the
existence and quality of bias testing may be considered as evidence in a claim.®®

However, on December 11, 2025, President Trump issued an executive order directing the federal government to
establish a uniform national Al policy framework, aiming to “remove barriers to United States Al leadership” and
reduce state regulations on Al until a national standard is established.* This executive order bypasses Congress
and directs the Attorney General to form an Al Litigation Taskforce to challenge state Al laws that the Administration
perceives as hindering innovation and challenging its deregulation approach.*

The State Administration for Market Regulation and the Standardization Administration of China established three
national standards aimed at strengthening generative Al security and governance.*! The standards set requirements
for secure data labeling, dataset security during pre-training and fine-tuning, and generative Al services, including
user data protection and safeguarding of training models and datasets.

The Brazilian Senate approved Bill No. 2338/2023, the Al Act, in December 2024. The Bill, which is under review in the
Chamber of Deputies, adopts a risk-based approach and categorizes Al systems into excessive-risk (systems that
may be prohibited or subject to further regulation) and high-risk (requiring an algorithmic impact assessment).*> The
Bill also establishes a National System for the Regulation and Governance of Artificial Intelligence to be coordinated
by the National Data Protection Authority (ANDP). Failure to comply with the Bill may expose in scope entities to
penalties of fifty million Brazilian reais per violation. For private legal entities, this could amount to as much as 2% of
the entity’s revenue from the preceding fiscal year.
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European
Union (EU)

of general-purpose Al models.*

The EU enacted the Artificial Intelligence Act, which introduced a risk-based classification system that classifies Al
systems by risk level (e.g., minimal, limited, high, and unacceptable) and imposes strict requirements on high-risk
applications, such as biometric identification and algorithmic decision-making in employment or finance.*

The EU also issued the General-Purpose Al Code of Practice, a voluntary tool developed by independent experts to
support companies in complying with their obligations under the Al Act related to safety, transparency, and copyright

African
Union (AU)

While not a regulatory framework, the AU has set out the Africa Continental Al Strategy (Harnessing Al for Africa’s
Development and Prosperity).*® This Strategy focuses on leveraging Al (local-first solutions) to drive Africa’s social
and economic transformation and cultural renewal, in alignment with the AU Agenda 2063 and the Sustainable
Development Goals, while reducing potential risks and strengthening the Al capacities of AU Member States.

In short, companies are navigating a growing patchwork

of Al regulations and frameworks across jurisdictions, and
although there is some interest in harmonizing standards at
the international level, the likelihood of an agreed standard
is still remote.

Even within national jurisdictions, regulatory guardrails
remain relatively superficial, in part, because technological
capabilities are evolving faster than regulatory approaches.
In the absence of a comprehensive and cohesive regulatory
Al approach, companies cannot afford to wait. They will,

at a minimum, need to establish and maintain robust and
transparent responsible Al governance programs.

Voluntary frameworks and standards on Al
International organizations have laid foundational principles
and frameworks to guide responsible Al development

and deployment, which provide additional but still limited
guidance to companies as they develop their own systems.

Examples include:
The Organisation for Economic Co-operation and
Development (OECD) Al Principles, which promote
innovative and trustworthy Al that respects human rights
and democratic values.*
The UN Educational, Scientific and Cultural Organization
(UNESCO) Recommendation on the Ethics of Al,
which underscores the importance of human rights
and dignity.#
The UN Global Digital Compact, which promotes an
inclusive, open, safe, and secure digital economy while
strengthening Al governance.*
The Hiroshima Process International Guiding Principles
for Organizations Developing Advanced Al Systems and
the Hiroshima Process International Code of Conduct for
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Organizations Developing Advanced Al Systems, which
aim to promote safe, secure, and trustworthy Al and
provide voluntary guidance for actions by organizations
developing the most advanced Al systems.*

As part of the G7 Hiroshima Al Process, the G7 launched
a voluntary reporting framework, supported by the OECD,
to “encourage transparency and accountability among
organizations developing advanced Al systems."®

The aim of this voluntary reporting framework is to
“facilitate transparency and comparability of risk
mitigation measures and contribute to identifying and
disseminating good practices.”" Leading Al developers
have pledged to utilize and complete the framework.%?

These frameworks strive to provide guidance to
government actors and private enterprises to support
the management of adverse impacts of Al technologies
on people, communities, and the environment. Most of
these frameworks emphasize developing and deploying
systems that are sustainable, respect human rights,
promote fairness, transparency, explainability, and ensure
accountability and human oversight.

In terms of technical frameworks, the 1ISO 42001
International Standard for Al Governance defines
requirements for establishing and maintaining an Artificial
Intelligence Management System (AIMS) in organizations.*
Aimed at entities using or providing Al-based products and
services, it promotes responsible Al development and use.
Some companies have reported that their responsible Al
policies and practices are aligned with ISO 42001, others
have obtained ISO certification to demonstrate that they
have robust responsible Al frameworks in place.
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THE SHARP FRAMEWORK

A study conducted by Oykii Isik and Ankita Goswami from the International Institute
for Management Development observed that companies struggle with accountability,
resource, and strategy gaps that hinder them from translating their responsible Al
principles into sustainable practices.’ To address these gaps, they outline the SHARP
framework, a set of five strategies that require companies to: (1) structure ownership at
the project level; (2) hardwire ethics into everyday procedures; (3) align ethical risk with
business risk; (4) reward responsible behavior; and (5) practice ethical judgment, not
just compliance.®

The SHARP framework also recognizes that executive leadership and the tone at
the top are critical for enabling the cultural and structural conditions necessary to
effectively implement responsible Al policies and commitments.

As investors engage companies to discuss their responsible Al approach, the SHARP
framework could be useful as a tool to assess how effectively organizations are closing
the gap between their stated Al principles and the practices they implement in reality.

I I I What are institutional investors proposing?

In tandem with regulators and international organizations, through active ownership,
proxy voting, and engagement with portfolio companies, investors are encouraging good
corporate governance and risk management controls on responsible Al.

Between 2024 and 2025, shareholders in the U.S. and diligence, such as conducting human rights impact
Canada filed approximately 55 Al-related proposals. assessments. In 2025, for example, SHARE filed a

A review of shareholder proposals during the 2024 and shareholder proposal at Alphabet Inc. requesting the
2025 proxy seasons identified four primary issues raised company to conduct and disclose the results of a

by investors: human rights impact assessment on their Al-driven

targeted advertising policies and practices.*
The proposal received 37.7% of the independent vote

1 Human rights risks: The most common theme of
(14.3% of the overall vote).>"?

proposals was human rights, with 14 proposals
requesting companies to strengthen human rights due

2 The dual class share structure adopted by many big technology companies remain a significant barrier for investors to be able to bring material environmental,
social, and governance issues forward.
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Mis- and dis-information risks: In 2024, Open Mic
and Arjuna Capital filed shareholder proposals at
Microsoft, Alphabet, and Meta, requesting that they
issue annual reports on the risks of misinformation
and disinformation produced and amplified by their
deployment of generative Al.*® The proposals at
Microsoft (21% of the overall vote),*® Alphabet
(45.7% of the independent vote),®® and Meta (53.6%
of the independent vote),®" received strong support
from shareholders.

Disclosure: The AFL-CIO filed proposals on transparency
reporting related to responsible Al across several
companies, which garnered positive vote results from
shareholders. For example, AFL-CIO’s proposals at
Netflix®2 and Apple®® in 2024 received 43.30% and
37.50% support, respectively. These proposals requested
that these companies publish a transparency report

on their website, explaining how Al is used in their
operations, the board’s oversight role in this regard, and
the ethical guidelines adopted on Al use. Additionally,

4
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AFL-CIO withdrew proposals requesting transparency
reporting filed at Disney and Comcast in 2024 following
an agreement with both companies.®

As we navigate the increasingly complex environment
where Al development and deployment continue to
accelerate, Al experts are overwhelmingly in favour of
transparent reporting and disclosure on responsible
Al to better understand organizational readiness to
identify, address, and prevent Al-related risks.®

Environmental risks: In 2025, Majority Action filed a
shareholder proposal at Amazon asking the company
to report on how it will meet its climate goals given its
massive data center expansion plans.® The proposal
received 20% of support from shareholders, marking
it as one of the strongest environmental proposals in
the U.S. 2025 proxy season.®” Majority Action has filed
similar proposals at Meta and Alphabet for the 2026
proxy season.
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information.”®®

COLLECTIVE IMPACT COALITION FOR ETHICAL
ARTIFICIAL INTELLIGENCE (Al CIC)

Investors have been engaging portfolio companies on responsible Al through investor
coalitions such as Al CIC, convened by the World Benchmarking Alliance. As of 2025, the
Al CIC has 64 participating investors, including SHARE, and 14 civil society collaborators.

Al CIC's 2025 progress report found “a clear uptick in companies’ disclosure of ethical
Al principles that correlated with our efforts to bring them to the table. Some companies
acknowledged that the CIC directly enabled or expedited their decision to publish new

IV Broader investor stewardship strategies

While shareholder proposals are one way of identifying what is important to investors,
there is a great deal of discussion taking place behind the scenes, as shareholders
engage with relevant companies on the oversight and management of Al risks.

For example, SHARE engaged with management at
Canadian enterprise software companies, Kinaxis (KXS)%°
and Open Text Corporation (OTEX),”® which resulted in a
stronger commitment in their respective human rights
policies to address potential adverse impacts of their

Al systems on human rights, in line with the UN Guiding
Principles on Business and Human Rights. SHARE's
engagement with management at Cognizant Technology
Solutions Corporation (CTSH), a U.S. enterprise software
company, also contributed to a stronger commitment from
the company to design, deliver, and manage Al systems in
line with its human rights commitments.”!

On board oversight and accountability, SHARE's
engagement with management contributed to the

amendment of Open Text Corporation (OTEX)'s Audit
Committee Charter to explicitly include board oversight
of Al-related risks.”? Similarly, SHARE's engagement with
Lightspeed Commerce (LSPD), a cloud-based commerce
and point-of-sale solutions company, contributed to the
amendment of its Board Committee Charter and Risk
Committee Charter to explicitly include board oversight
Al-related risks.”s74

Shareholder engagement on responsible Al is predicated
on enhancing long-term shareholder value and managing
material risks, based on clear evidence that better
governance, oversight, and management of material risks
stemming from the development and deployment of Al
systems benefits both society and company value.
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As the Al landscape evolves, some of the issues that
investors should raise with investee companies on
responsible Al include:
Board and management oversight of Al-related risks,
including but not limited to ensuring board competency
on emerging trends, regulatory and legal developments,
responsible Al practices, and the company’s use of Al;
Risk management processes to identify, address, and
mitigate risks arising from a company’s development or
deployment of Al;
Alignment with international and national responsible
Al standards;
Internal and external auditing and review processes that
evaluate both Al-related internal controls as well as the
trustworthiness of Al systems results;
The involvement of human rights and environmental
experts in the review of Al systems and processes

including academics, policy experts, and industry experts
who can provide constructive, outside-in feedback on
responsible Al;

Integration of human rights due diligence in Al
governance processes to identify, address, prevent, and
remedy potential adverse human rights impacts that
arise from Al development and deployment;
Mechanisms for external stakeholders to report or seek
remediation for harms linked to Al systems;

Vendor selection and procurement policies and practices
that integrate responsible Al considerations (particularly
for companies that solely deploy Al);

Qualitative and quantitative reporting in public
disclosures describing how a company responsibly
develops and/or deploys Al systems; and

Lobbying activities related to Al regulations.
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