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QUARTERLY STEWARDSREBAREIBBRIT INVESTMENT

WHAT RESPONSIBLE INVESTMENT MEANS TO
BORDER T0 COAST

Borderto Coastoperatescollectiveinvestmentehiclescoveringa widerangeof assetclassesin whichthe
eleven Local GovernmentPension SchemeFunds (our # Q b sGwd esthd dre our customersand
shareholders;aninvestto implementheirstrategicassetallocations

We aim to makea positive differenceto investmentoutcomesfor our PartnerFundsby deliveringcost-
effective,innovative and responsiblenvestmenttherebyenablingsustainablerisk-adjustedperformance
overthelongterm

Sustainability

Wearea strongadvocateof Responsiblénvestmen{RI)andbelievebusinessegshat aregovernedvelland
runin a sustainablewvayare moreresilient,ableto surviveshocksand havethe potentialto providebetter
financialreturnsfor investors

Indeed integratingenvironmentalsocial and governancd ESG¥actors into our analysishelpsus identify
broaderisks,whichleadsto moreinformedinvestmentlecisionsandimprovedisk-adjustedreturns

Activédwnership

As a longterm investor and representativeof asset owners,we practice active ownershipby holding
companiesandassetmanagerso accounton ESAssuesthat havethe potentialto impactcorporatevalue

We also use our shareholderrights by voting at companymeetings, monitoring companies,and via

engagemenandlitigation Ourapproacho Rlandstewardships set outin our RIPolicyandthe Corporate
Governancé& VotingGuidelineghothof whichcanbe viewedon ourwebsite
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https://www.bordertocoast.org.uk/app/uploads/2022/01/RI-Policy-2022.pdf
https://www.bordertocoast.org.uk/app/uploads/2022/01/Corporate-Governance-Voting-Guidelines-2022.pdf

QUARTERLY STEWARDSBURRERORIIGHTS

w QUARTERLY HIGHLIGHTS

202ResponsithierestmeRblicypdate

We have recently publishedour ResponsibldnvestmentPolicy and CorporateGovernanceand Voting
Guidelinesfor 2022 Developedn consultationwith our PartnerFunds,the revisedpolicies clarify and
strengtherourapproacho ESGAntegratiorandactiveownershipBothdocumentsanbe foundhere

NetZerd\sseManageirstiative

Followingour commitmento achievinghetzeroacrossour investmentdy 2050at the latest,we havenow
joinedthe global Net Zero Asset Managerdnitiative The initiative, which now numbers220 investorsin
total, seeksto mobiliseaction by the asset managemenindustryto drive the transitionto net zeroand
providesa forumto sharebestpracticeandovercomebarriersto achievingt.

Robedéngageméihemes

Wetook partin Robeco'slient panelagainthis yearto discussnew potentialengagemenpriorities with
otherinvestors Weare pleasedto note that Robeco'siewthemesfor 2022are verymuchalignedwith our

own engagementheme developmentTheseforthcomingthemesinclude + OFZemoFnj t t F Ploa Vv s
ResourceNb o b h f & E p wfEquityjandz] -0 d m\ardjago@tibnof a new, collaborativeinitiative

¥ Ob Bd @ jwbialhdeeksto addressad p n g bpotentiatimpacton biodiversitysuchas deforestation,
overfishingandpollution

SuppoforNetZer@dlignedudits

In Novemberalongwith 22 otherinvestorswe co-signeda letterto the+ C4! auditors PwCDeloitte EYand

KPMGTheletter set out expectationgor auditorsto providenetzeroalignedauditsof financialstatements
and associateddisclosures This reflects the growingimportancefor investorsto be able to understand
whethercompaniesare consideringthe material financial implications of the transition and providing
appropriatalisclosures

OubPeople

Our Head of ResponsibldnvestmentJane Firth, featuredin an ESGRoundtablewith FundsEuropein

AN , October,featuring spokespeoplefrom MSCI,the Churchof EnglandPensionsBoard, BlackRockand

e W (T Broadridgelt wasa greatopportunityto shareideasaboutincorporatinghe E,S,andG,into the investment

Red Hill. Lincolnshire Vi % processas well as the importanceof engagingwith the companiesn whichwe investto pushfor positive,
] ; realworldchange Readhepiecetitted# E b SHade®fH s f bdnbnkhere
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https://www.bordertocoast.org.uk/sustainability/
https://www.funds-europe.com/esg-report-october-2021/esg-roundtable-darker-shades-of-green

QUARTERLY STEWARDSNIRIBERQRDATE

INDUSTRY UPDATE: COP26

CORG6 was the largest climate summit ever,with the focus movingfrom negotiationto implementation
Whilesignificantprogresshasbeenmadeon commitmentspledgesandtargetsetting,policy gapsremain,
particularlyaheadof 203Q Importantlyhoweveragreementwvas made formally that 1.5 degreesis the
official target,andit is expectedhat policysettingaroundhis will ratchetup overthe nextyeatr

Whatwvasachieved?
Keyagreementicluded

A Newnet zero commitmentswere made by countries,includinginterim targets It was acknowledged,

howeverthat further progressis neededand agreemenivas madefor countriesto revisit their plans
during2022

GlobalMethanePledge A commitmentto cut 30%of methaneemissionsby 203Q Over100 countries
havejoined howeversomeof the currentargestemitters ChinaRussiaandindia,havenot

Deforestation Over 100 countries representing85% of the x p s niaeelstity pledgedto eliminate
deforestatiorby 203Q a keyfactorgiventreesabsorba significantamountof CQ fromthe atmosphere

Developingnations Agreemento increasefundingto helpdevelopinghationstransitionto a lowcarbon
economyHoweversomenationsfelt the pledgeto beinsufficient

The Paris Rulebook After 6 years of negotiation,global governmentsagreedon the rulebookfor
implementinghe ParisAgreementForthe first time fossil fuels are explicitlyincludedin the text of the
agreementvith referenceto the dzq i b & p »di tdal Importantlyhoweverthis reflects a change
fromtheproposatodzq i p v dodljfollowingobjectionbysomedevelopingiations

US& ChinaagreementBothcountriespledgedto increasecooperationwhatform this cooperatiorwill
takeremaingo beseen

A Disclosurestandards Theestablishmenof the InternationaBustainabilitystandardBoard(ISSB)was
seenasmajorstepto a singleset of globalESGeportingstandards

A GlasgowFinanceAlliance for Net Zera Bringstogether450 companiesin banking,insurance asset
managemengndconsultingrepresentingl13Qrn of privatecapital Thesignatorieswill be expectedo
meetnet zeroby 2050and delivertheir fair shareof 50% emissionsreductionsthis decade reviewing
theirtargetseveryfive yearsandreportingon progresswithinthe nextyeatr
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QUARTERLY STEWARDSNIRIBERQRDATE

INDUSTRY UPDATE:

UK Government Roadmap to Sustainable Investing

TheUKGovernmenteleaseda documentsettingout its roadmapfor aligningthe financialsystemwith its
netzerocommitmentTheroadmapoutlinesthreephaseso achievinghis:

A Informing Focusingonthe provisionof sustainabilityrelatedinformation
A Acting Ensuringhis informationis beingusedin businessandfinancialdecisionmaking
A Shifting Encouragin§jnancialflowsto alignwith a netzeroeconomy

The documentfocuses on the first phase,to be deliveredthroughthe new SustainabilityDisclosure
Requirementswhich will require enhancedsustainabilityelated disclosuresfrom market participants
includingcorporateentities,investmenproductprovidersassetmanagerandassetowners

Department for Work and Pensions (DWP) and Financial Conduct Authority (FCA) Consult

We have respondedto further consultationsin the last quarter one from the DWPon climate change
reportingandthe otherfromthe FCAonsustainabilitydisclosurerequirements

Whilewe welcomethe E X Qihténtto introduceconsistentand morerobustclimate changereportingwe
highlightedhe potentialunintendedonsequencesf the plansastheystand Thesereflectboththerelative
immaturityof the methodologiesn use,whichcoulddriveinvestmentlecisionmakingand,in seekingto set
a newfixedstandardmayinhibitfutureinnovatioranddevelopmentf bestpractice

Ourfeedbacko the FCAnotedthat theirdiscussionpaperappearedo be overlyfocusedonthe environment
at the expenseof social and governancdactors We also suggestedthat there was a dangerthat the
proposedsustainablenvestmentabelsmaysimplysetalow benchmarior sustainabilitystandards

US Department of Labor (DOL) proposes supporting ESG funds

TheDepartmenhas proposeda rule to allow retirementplan fiduciariesto considerenvironmentalsocial
andgovernancéESGJactors whenmakinginvestmentsThis has beenwidelysupportedby institutions It
demonstrateshat ESGactorscanbefinanciallymaterialandconsideringhemcanleadto betterlongterm
risk-adjustedreturnsyemovinguncertaintiexsreatedbythe previousadministration

. Buttermere, C




QUARTERLY STEWARDSBURRERORIOTING ACTIVITY

QUARTERLY VOTING ACTIVITY

Overview

Thefourth quartersaw the peak AGMvoting seasonfor Asia Pacific (APAC)and
OceaniaApproximatelyl0%oof the 131 total meetingswerevotedin this region
Thetotal numberof agendaitems votedwas 1,036 and at 4 7% of meetingswe
votedagainstmanagemenon at least one resolution Most of the votesagainst
managementwere linked to individual board member nominations (31%),
compensatiorf25%9 andES@elatedshareholdeproposalg20%9. Wecoversome
of thesebelow

ESG and Compensation

Thetrendwe haveseenovertherecentyearsjs for investorso pushcompaniego
incorporateEnvironmentakocial,and Governanc€ESG)metricsinto their short
termandlongtermincentiveplans Thistrendis basedontheideathat companies
that promote sustainablebusiness practices, and link executivepay to ESG
metrics,aremorelikelyto outperfornthosethatdo not

Thereis no onesizefits-all solution on how to link executivecompensatiorto
sustainabilityandat the sametime driveperformanceandsuccessfullynmanageall
stakeholders

Investors have increasinglysupportedthe link of executiveremunerationto

sustainability Howeverye believecompanieshouldclearlydefinethosemetrics
that have a meaningfulimpact in their business strategy, by conducting a

materialityassessmentThe outcomeof this assessmenshouldbe transparently
disclosed,and the metrics used in the compensationscheme should have a

measurablampact on stakeholdersand a financial materialityfor shareholders
Ourexpectationaroundthis is a principlein our CorporateGovernancé& Voting

Guidelinesand informs our decision when voting on company remuneration
policies

Resolution votes with & against

management

131

Meetings
voted on

With 89%

4 7%

Meetings with one
against manage

Voting activity by rec

13%Emerging Mar-

40 Asia Paci




QUARTERLY STEWARDSBURRERORIOTES BY FUND

QUARTEHLY VUTES BY FUND Further detail on our voting record can be found on

UK Listed Overseas DevelopedEmerging Markets UK Listed Equity Global Equity

Equity Fund Markets Equity Fund  Equity Fund Alpha Fund Alpha Fund
Meetings: 17 Meetings: 38  Meetings: 47 Meetings: 27 Meetings: 16
Items Voted: 208 Items Voted: 351 |tems Voted: 189 Items Voted: 253 Items Voted: 126
Approx. size: £4.5bn  Approx. size: £5.3bn  Approx. size: £1.0bn Approx. size: £1.5bn  Approx. size: £6.8bn

O000O0

Votes with & against manageméfites with & against managemegkes with & against managemaffites with & against managemefates with & against manager

With: 94%  With: 81% With: 85%  With: 91% With: 82%
Against: 6%  Against: 19% Against: 15% Against: 9%  Against: 18%

Resolutions by Category Resolutions by Category Resolutions by Category Resolutions by Category Resolutions by Category
Board Related: 55%  Board Related: 37% Board Related: 55% Board Related: 43% Board Related: 21%
Audit: 3%  Audit: 2%  Audit: 305  Audit: 10% Audit: 7%
Capital Management  17%  Capital Management  17% Capital Management 17% Capital Management 0%  Capital Management 0%
Executive Pay: 21% Executive Pay: 39%  Executive Pay: 219% Executive Pay: 19% Executive Pay: 57%
Other: 3%  Other: 5%  Other: 30  Other: 29% Other: 14%

* Size of Fund as at 31 December 2021


https://www.bordertocoast.org.uk/sustainability/

QUARTERLY STEWARDSBURRERORIOTING HIGHLIGHTS

QUARTERLY VOTING HIGHLIGHTS

BHBroubimitedPLQOverse&xevelopddid istedEquitg UKL istedEquitilpha)

BHPGroupPlIc is a globalresourcescompanyfocusedon extractingand processingminerals,oil andgas
primarilyin Australisandthe Americas

Whatdid we do?Wevotedagainstthe ClimateTransitiorActionPlan

Ourview. Despitethe fact that C | QClitnate TransitionAction Plan providedthoroughdiscussionof its
climaterelatedconsiderationand CapExspendingwe had concernsregardinghe levelof ambitionof the
emissiongeductiontargetsandtheiralignmentwith the goalsof the ParisAgreementln particularthe plan
had limitationson how it will achieveits emissionsreductiontargetson scope3 emissions Also,the plan
referenceshe use of offsets to meetall its targetswhile remainingunclearof the qualityand amountof
offsetsthatwill beused

Votingoutcome Theproposalreceivedaround85%in shareholdesupportat the AGM substantialljjower
than someother TransitionPlans HoweverBHPhavebeenopento constructiveengagemenprior to the
AGMandweexpectthisto continughroughdirectdialogueas wellas engagementia CALOC+ andLAPFF

Microsofforporatig@verse&evelopé&dlobdquitilpha)

Microsoft Corporationis a U.S. based multinationalcorporationthat develops,licenses,and supports
software servicesdevicesandsolutionsworldwide

Whatdid we do? Microsoftsaw a total of five shareholderesolutionscoveringa varietyof social factors
includinghumanrights,employmentightsandgender/raciakquality Wesupportedhe proposalaskingthe
companyto reporton medianpaygapsacrossraceandgender

Ourview. Thisproposalkaisedtheimportanceof ensuringequalworkfor equalpay,no matterthe genderor
the racial backgroundDespitesome progressbeingmadein closingthe genderpay gap,recentresearch
showsthat menandwomenin techcompaniesaresstill not gettingpaid equally Similarlythe researchalso
foundthat thereis a highracial payinequityin the techindustry Thoughwe recognisethat the companyis
disclosingthe stepsit's takingto promotepayequalitywe alsoconsidert highlyimportantfor companieso
takefurtheractionto resolvetheissue

Votingoutcome Theproposareceivedverd®osupportfrom shareholdergeflectingtheimportanceof the
topic. We also supportedthe shareholdeiproposalaskingthe companyto releasea transparencyeport
assessingthe effectivenessof thed p n g bwmikdlatesexualharassmenpolicies Weacknowledgehe : :
importanceof the issueto employeesandthat it entailsreputationalisksthat canharmshareholdevalue A = Brampton, Cumbria
Wesupportedhe proposaklongwith 78%of shareholderandwill monitorcompanyprogress :
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QUARTERLY STEWARDSBURREROFRANGAGEMENT

QUARTERLY ENGAGEMENT

Webelievethat engagemenis an importantcomponenof active ownership Our
engagementstrategy includes several different strands to engagingwith our
investeecompanies

A Internally Our internal portfolio managersengagedirectly with companies
withintheirportfolios

A Externally Ourappointedmanagersngagewith companieson our behalfand
providedetailsas partof theirreportingcycles

A InPartnership

A Robecoais our voting and engagemenpartner Theyengageon our
behalfwith companiesnve own globallyacrossseveralESGhemes
Thisallowsus to betterfulfil our stewardshimpbjectivesas an active
shareholder

A LAPFFengageson behalf of its memberswho are local authority
pensiorfundsandpools,to maximiseheirinfluenceas shareholders

A Other Collaborations Partnershipsallow us to collaboratewith likeminded
investorsandbodiesto createa strongervoiceon ESAssues Weworkwith
severalRlinitiatives whichsupportour ESGareasof focus Furtherdetailon
ourcollaborativenitiativesis availableon ourwebsite

Breakdown of engagements

\ m External Managers: 1

Robeco: 15%
Portfolio Managers: 5
LAPFF: 63%

Breakdown by topic
|

= Environment: 69%
Business Strategy: 7¢
Governance: 10%
Social: 9%

= ESG General: 4%
Global Controversy: 1

Breakdown by region

! m UK: 72%

North America: 9%
Europe: 11%
Asia Pacific: 6%
= Emerging Markets: 1
= Middle East: 1%

Breakdown by type

-\ = Virtual Meeting: 16%

Call: 13%

Letter: 65%

Email: 1%
= Other: 5%


https://www.bordertocoast.org.uk/sustainability/

QUARTERLY STEWARD SENB AGHRMEFIONS

NewRobecbhem@cceleratisaParis

This quartersaw our engagemenpartner,Robecolauncha newengagementhemefocusedon triggering
climateactionat companiegshat havea large carbonfootprintand assessedas laggingin their efforts to
transitiontowardsa low-carbonbusinessmodel

Theengagemenaimsto encourageompaniedo meetexpectationsn eightengagementbjectiveswhich
are aligned with the Net Zero Benchmarkof the Climate Action 100+ initiative In addition, for those
companiesdentifiedto be developinghew coal powergeneratiomlans,a ninth engagemenbbjectivewill
prioritise the transitionto clean energysources This theme representsan expansionof the Net Zero
Emissioneengagementhemelaunchedn 202Q whichfocuseson high carbonemittingcompaniegshat are
laggingin transitioningo netzera

To launchthe theme,Robecosent a letter outlining expectationsfor the continuedevolutionof climate
strategieso the CEO®f 170companieswhichBorderto Coastsupportecandco-signed

EngagemdahemElosurtivingVagetheGarmeiidustry

In 2019 Robecdaunchedan engagemenprogramwith companiesn the garmentindustryto encourage,
support,assessand monitor target companieson their commitmentto pay a living wagein their supply
chain Engagementvas carriedout throughthe PlatformLivingWageFinancialfPLWF)a coalitionof 18
financialinstitutions,using their influenceand leverageto engagewith investeecompanieson this topic.
Althouglthis engagemernthemehasclosed wewill continueto keepprogressonlivingwageundereview

Fiveof our portfoliocompaniesvereincludedin the scopeof the engagemenfAdidas BurberryGroup,The
HomeDepot|nditexandNike) Theprogramfocusedon howcompaniesipholdthe paymenof livingwages
acrosstheir business how this is supportedby responsiblepurchasingoracticesand meaningfulindustry
collaborationsand the responsewhenincidentsare identified After threeyearsof engagementpositive
progressvasseenin severabreasacrossthe sector for example

A Adidas Sawnotableperformancen transparencywith supplierlists publiclyavailable alongsidedetail
onhowrisk assessments$or sourcingcountriesareconductedThereis a third partyymanagedomplaint
processfor explicithumarrightsrelatedissueswiththeresultsdisclosed

A Burberry Improvedts livingwagepolicy,includinga comprehensivivingwagedefinition,developedn
collaboratiorwith the LivingWageAssociatiorandAssociatiorof CharteredertifiedAccountants

A Inditex Hasa strongpresencein leadingindustrycollaborationsand engagementvith trade unions
Theyhave also strengthenedsocial dialogueand collecting bargainingagreementdo improvewage
levels

Great Ouse, Bedford
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