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Vote AGAINST Item #7 to Appoint and/or Ratify the
Members of the Company's Board of Directors
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815 16th Street NW, Washington D.C. 20006
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Grupo México S.A.B.de C.V. (BMV:CMEXICOB)
Meeting Date: April 30, 2021

Dear Shareholder:

We are writing to urge you to vote “AGAINST" ltem #7 on management's proxy card at the
April 30, 2021 annual meeting of Grupo México S AB. de CV. (“Grupo México"). Item # 7
authorizes the appointment and/or ratification of the members of Grupo México's Board of
Directors, and we recommend that you vote "ACAINST" ltem #7 to hold the Board of Directors
accountable for the following Environmental, Social and Governance (“ESG") concerns.

Environmental Concerns

Crupo México and its majority owned subsidiary Southern Copper Corporation (“Southern
Copper”) face significant environmental risks in their operations. In 2019, Grupo México's port
facility in Guaymas, Sonora spilled sulfuric acid into the Sea of Cortez and Mexico's Federal
Prosecutor for Environmental Protection ordered the facility to close temporarily.! In response
to the Sea of Cortez spill, Mexico's Ministry of Environment and Natural Resources announced
that it was investigating 22 environmental accidents that had been attributed to Grupo
México over several years.?

The 2014 Buenavista del Cobre mine spill of toxic chemicals into the Sonora and Bacanuchi
rivers was described as “the worst natural disaster provoked by the mining industry in the
modern history of Mexico” by Mexican Environment Minister Juan José Guerra Abudas.®
According to a 2017 working group report of the United Nation's Human Rights Council, local
authorities had raised concerns that Grupo México's commitments after the spill to build
water treatment plants and a health clinic had not been fulfilled.* In 2018, the Supreme Court
of Mexico ruled that local communities need to be consulted regarding Southern Copper's
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manera-contundente-los-problemas-ambientales-de-emergencia-en-el-pais
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construction of a new mine tailings dam in the same area.® And in 2020, the Supreme Court of
Mexico ruled that the trust created to compensate victims of the spill needed to be reopened.®

There have been significant environmental problems in the U.S. as well. In 2009, Grupo
México's U.S. subsidiary ASARCO paid $1.79 billion USD as part of the largest environmental
bankruptcy in U.S. history to settle claims by the U.S. Environmental Protection Agency (‘EPA")
for hazardous waste pollution at more than 80 sites.” In 2015, the U.S. Department of Justice
and the EPA reached a settlement with ASARCO to pay a $4.5 million USD civil penalty and
spend $150 million USD to improve its pollution control technology at its Hayden, Arizona
smelter.® In March 2020, the EPA fined ASARCO $33,000 USD for 33 violations of the fugitive
dust control plan that had been required by the 2015 settlement.”

Social Concerns

GCrupo México and Southern Copper also face social risks in the treatment of their workforces,
communities and respect for labor rights. Last September, Grupo México reached an
agreement with President Lopez Obrador to allow the recovery of the bodies of 63 miners who
had perished in the 2006 Pasta de Conchos coal mine collapse.’® President Lopez Obrador has
also pledged to seek to resolve a 13-year-old strike by members of the National Union of Mine,
Metal, Steel and Related Workers of the Mexican Republic (“Los Mineros”) at Southern
Copper's Taxco mine."

Southern Copper's mining operations in Peru have been the focus of community protests.
Southern Copper had paused development of the Tia Maria mine in Peru after protestors were
killed by state security forces in 2015 and in 2011."? In 2019, local communities again protested the
reopening of the Tia Maria mine, citing concerns about the mine's impact on local crops and
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water supplies.™ On Southern Copper's 3Q 2020 earnings call, the company disclosed that it has
“received the results of a review of the social environment in the Tia Maria project, which was
conducted by a global leader in environmental, social and government assessments.”™ In
January 2021, human rights groups denounced the conviction of two of the 2015 protest leaders.”

GCrupo Mexico's U.S. operations have also raised labor rights concerns. In 2016, the United
Steelworkers Union and Los Mineros filed a complaint with the U.S. National Contact Point for
the OECD Guidelines for Multinational Enterprises.”® The complaint alleged that Grupo
México's U.S. subsidiary ASARCO had violated the OECD Guidelines by engaging in conduct
designed to avoid reaching a collective bargaining agreement.”” After determining that the
allegations merited further consideration, the U.S. National Contact Point offered mediation to
the parties but Grupo México refused to participate.’™

Most recently on April 22, 2021, Region 28 of the U.S. National Labor Relations Board issued a
fourth consolidated complaint against Grupo México's subsidiary ASARCO."” The complaint
alleges that ASARCO engaged in various unfair labor practices that resulted in a 2019 strike
against the company.?® In July 2020, the strike ended but ASARCO allegedly refused to
reinstate the striking employees.? An August 24, 2021 hearing has been scheduled before an
administrative law judge of the National Labor Relations Board to review evidence against
ASARCO for allegedly violating U.S. labor law.??

Governance Concerns

Shareholders also have corporate governance concerns regarding Grupo México and Southern

Copper. On March 5, 2021, the AFL-CIO and a group of investors sent a letter to the Chairman of
the Board of Grupo México and Southern Copper to request a dialogue regarding the ESG risks
described in this letter. Neither company responded to this engagement request for a dialogue.

3 Paul Harris, “Southern Copper gets Tia Maria approval, communities resume protests,” Mining Journal, October 31,
2019. https//mww.mining-journal.com/copper-news/news/1374759/southern-copper-gets-tia-maria-approval-
communities-resume-protests
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4 Southern Copper Corp. (3Q20 Earnings), Southern Copper Corporation, October 27, 2020.
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' “Final Statement: Specific Instance between USW; Mineros; and Grupo Mexico and its U.S. subsidiary, ASARCO, LLC
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The proxy advisory firm Institutional Shareholder Services (“I1SS") is recommending a vote against
Crupo México's directors at the April 30, 2021 annual meeting for failing to disclose the names of
the director nominees and bundling the election of directors into a single voting item.# In
addition to various ESG concerns highlighted in this letter, the ISS report also noted that the
board contains no female directors, and is only 27 percent independent under ISS policy.?*

At the 2020 shareholder meeting of Southern Copper, ISS also recommended a vote against
Southern Copper's directors citing a lack of gender diversity, poor meeting attendance by a
director, and non-independent directors on key board committees.?> Four of Southern
Copper's directors are Grupo México executives.?® As a controlled company of Grupo México,
Southern Copper has exempted itself from the NYSE corporate governance rules requiring a
majority of independent directors and independent compensation, nominating and corporate
governance committees.?’

We believe that strong corporate governance is important for shareholders because Southern
Copper has various related party transactions with Grupo México that are potential conflicts of
interest.?® In 2019, a derivative lawsuit filed by a shareholder on behalf of Southern Copper
alleged that certain related party transactions between the two companies were not approved
by a committee of independent directors.?® While the lawsuit was recently dismissed for lack
of personal jurisdiction, the merits of the allegations were not adjudicated.*®

Conclusion

For these reasons, we urge that you vote "AGAISNT" [tem #7 at the April 30, 2021 annual
meeting of Grupo México that will authorize the appointment and/or ratification of the
members of Grupo México's Board of Directors. By withholding your support from Item #7,
you can hold the Board of Directors accountable for these ESG concerns.

The AFL-CIO is a federation of 56 labor unions that represent 12.5 million union
members. Employees of Grupo México’s U.S. subsidiary ASARCO are members of the
United Steelworkers Union and other AFL-CIO affiliated unions who are parties to the
U.S. National Labor Relations Board’s unfair labor practices complaint against ASARCO.
Members of AFL-CIO affiliated unions also participate in pension plans that are
shareholders of Grupo México and Southern Copper. For more information, please
contact the AFL-CIO at (202) 637-5152 or by email at invest@aflcio.org.
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