


Borderto Coastoperatescollectiveinvestmentvehiclescoveringa wide-rangeof assetclassesin whichthe
eleven Local GovernmentPensionSchemeFunds (our ǂQbsuofsGvoetǃ*-who are our customersand
shareholders,caninvestto implementtheirstrategicassetallocations.

Weaim to makea positivedifferenceto investmentoutcomesfor our PartnerFundsby deliveringcost-
effective,innovative,and responsibleinvestment,therebyenablingsustainable,risk-adjustedperformance
overthelong-term.

Sustainability

Wearea strongadvocateof ResponsibleInvestment(RI)andbelievebusinessesthat aregovernedwelland
run in a sustainablewayaremoreresilient,ableto surviveshocksandhavethe potentialto providebetter
financialreturnsfor investors.

Indeed,integratingenvironmental,social and governance(ESG)factors into our analysishelpsus identify
broaderrisks,whichleadsto moreinformedinvestmentdecisionsandimprovedrisk-adjustedreturns.

ActiveOwnership

As a long-term investor and representativeof asset owners,we practice active ownershipby holding
companiesandassetmanagersto accountonESGissuesthat havethepotentialto impactcorporatevalue.
We also use our shareholderrights by voting at companymeetings,monitoring companies,and via
engagementandlitigation. Ourapproachto RIandstewardshipis set out in ourRIPolicyandthe Corporate
Governance&VotingGuidelines,bothof whichcanbeviewedonourwebsite.
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Chesterton, Warwickshire

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
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Red Hill, Lincolnshire

2022ResponsibleInvestmentPolicyUpdate

We have recently publishedour ResponsibleInvestmentPolicy and CorporateGovernanceand Voting
Guidelinesfor 2022. Developedin consultationwith our PartnerFunds,the revisedpolicies clarify and
strengthenourapproachto ESGintegrationandactiveownership. Bothdocumentscanbefoundhere.

Net-ZeroAssetManagersInitiative

Followingourcommitmentto achievingnetzeroacrossour investmentsby2050at the latest,wehavenow
joinedthe globalNet ZeroAssetManagersInitiative. The initiative,whichnow numbers220 investorsin
total, seeksto mobiliseaction by the asset managementindustryto drive the transitionto net zero and
providesa forumto sharebestpracticeandovercomebarriersto achievingit.

RobecoEngagementThemes

Wetook part in Robeco'sclient panelagainthis yearto discussnewpotentialengagementprioritieswith
otherinvestors. Wearepleasedto notethat Robeco'snewthemesfor 2022areverymuchalignedwith our
own engagementthemedevelopment. Theseforthcomingthemesinclude: ǂOfuZeroFnjttjpotǃ-ǂObuvsbm
ResourceNbobhfnfouǃ-ǂEjwfstjuz-Equity,andJodmvtjpoǃand adoptionof a new, collaborativeinitiative
ǂObuvsfBdujpoǃ-whichseeksto addressadpnqbozǃtpotentialimpacton biodiversity,suchas deforestation,
overfishingandpollution.

SupportforNet-ZeroAlignedAudits

InNovember,alongwith22otherinvestors,weco-signeda letterto theǂCjh4ǃauditors: PwC,Deloitte,EYand
KPMG. Theletterset out expectationsfor auditorsto providenet-zeroalignedauditsof financialstatements
and associateddisclosures. This reflects the growingimportancefor investorsto be able to understand
whethercompaniesare consideringthe material financial implicationsof the transition and providing
appropriatedisclosures.

OurPeople

Our Headof ResponsibleInvestment,Jane Firth, featuredin an ESGRoundtablewith FundsEuropein
October,featuring spokespeoplefrom MSCI,the Churchof EnglandPensionsBoard, BlackRockand
Broadridge. It wasa greatopportunityto shareideasaboutincorporatingtheE,S,andG,into the investment
process,as well as the importanceof engagingwith the companiesin whichwe investto pushfor positive,
real-worldchange. Readthepiece,titledǂEbslfsShadesofHsffoǃ-onlinehere.

https://www.bordertocoast.org.uk/sustainability/
https://www.funds-europe.com/esg-report-october-2021/esg-roundtable-darker-shades-of-green
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Old Bailey, Durham

COP26 was the largest climate summit ever,with the focus movingfrom negotiationto implementation.
Whilesignificantprogresshasbeenmadeon commitments,pledgesandtargetsetting,policygapsremain,
particularlyaheadof 2030. Importantly,however,agreementwas madeformally that 1.5 degreesis the
official target,andit is expectedthatpolicysettingaroundthiswill ratchetupoverthenextyear.

Whatwasachieved?

Keyagreementsincluded:

Å Newnet zero commitmentsweremadeby countries,includinginterim targets. It was acknowledged,
however,that furtherprogressis needed,andagreementwas madefor countriesto revisit their plans
during2022.

Å GlobalMethanePledge: A commitmentto cut 30%of methaneemissionsby 2030. Over100 countries
havejoined,however,someof thecurrentlargestemitters; China,Russia,andIndia,havenot.

Å Deforestation: Over 100 countries representing85% of the xpsmeǃtforestry pledged to eliminate
deforestationby2030;a keyfactorgiventreesabsorba significantamountof CO2 fromtheatmosphere.

Å Developingnations: Agreementto increasefundingto helpdevelopingnationstransitionto a low-carbon
economy. However,somenationsfelt thepledgeto beinsufficient.

Å The Paris Rulebook: After 6 years of negotiation,global governmentsagreedon the rulebookfor
implementingtheParisAgreement. Forthe first time fossil fuelsareexplicitlyincludedin the text of the
agreementwith referenceto theǆqibtjohepxoǇof coal. Importantly,however,this reflects a change
fromtheproposaltoǆqibtfpvuǇcoal,followingobjectionbysomedevelopingnations.

Å US& Chinaagreement: Bothcountriespledgedto increasecooperation; whatform this cooperationwill
takeremainsto beseen.

Å Disclosurestandards: Theestablishmentof the InternationalSustainabilityStandardsBoard(ISSB)was
seenasmajorstepto a singlesetof globalESGreportingstandards.

Å GlasgowFinanceAlliance for Net Zero: Bringstogether450 companiesin banking,insurance,asset
management,andconsulting,representing$130trn of privatecapital. Thesignatorieswill beexpectedto
meetnet zeroby 2050anddelivertheir fair shareof 50%emissionsreductionsthis decade,reviewing
theirtargetseveryfiveyearsandreportingonprogresswithinthenextyear.
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UK Government Roadmap to Sustainable Investing

TheUKGovernmentreleaseda documentsettingout its roadmapfor aligningthe financialsystemwith its

netzerocommitment. Theroadmapoutlinesthreephasesto achievingthis:

Å Informing: Focusingontheprovisionof sustainability-relatedinformation.

Å Acting: Ensuringthis informationis beingusedin businessandfinancialdecisionmaking.

Å Shifting: Encouragingfinancialflowsto alignwitha netzeroeconomy.

The documentfocuses on the first phase,to be deliveredthrough the new SustainabilityDisclosure

Requirements,which will require enhancedsustainability-related disclosuresfrom market participants

includingcorporateentities,investmentproductproviders,assetmanagersandassetowners.

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

We have respondedto further consultationsin the last quarter; one from the DWPon climate change

reporting,andtheotherfromtheFCAonsustainabilitydisclosurerequirements.

Whilewe welcometheEXQǃtintent to introduceconsistentandmorerobustclimatechangereporting,we

highlightedthepotentialunintendedconsequencesof theplansastheystand. Thesereflectboththerelative

immaturityof themethodologiesin use,whichcoulddriveinvestmentdecisionmaking,and,in seekingto set

a newfixedstandard,mayinhibitfutureinnovationanddevelopmentof bestpractice.

Ourfeedbackto theFCAnotedthat theirdiscussionpaperappearedto beoverlyfocusedontheenvironment

at the expenseof social and governancefactors. We also suggestedthat there was a dangerthat the

proposedsustainableinvestmentlabelsmaysimplyseta lowbenchmarkfor sustainabilitystandards.

US Department of Labor (DOL) proposes supporting ESG funds

TheDepartmenthas proposeda rule to allow retirementplan fiduciariesto considerenvironmental,social

andgovernance(ESG)factorswhenmakinginvestments. Thishasbeenwidelysupportedby institutions. It

demonstratesthat ESGfactorscanbefinanciallymaterialandconsideringthemcanleadto betterlong-term

risk-adjustedreturns,removinguncertaintiescreatedbythepreviousadministration.
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Buttermere, Cumbria
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Overview

Thefourth quartersaw the peakAGMvotingseasonfor AsiaPacific (APAC)and
Oceania. Approximately40%of the 131 total meetingswerevotedin this region.
Thetotal numberof agendaitems votedwas 1,036, and at 47%of meetingswe
votedagainstmanagementon at least oneresolution. Most of the votesagainst
managementwere linked to individual board member nominations (31%),
compensation(25%) andESG-relatedshareholderproposals(20%). Wecoversome
of thesebelow.

ESG and Compensation

Thetrendwehaveseenovertherecentyears,is for investorsto pushcompaniesto
incorporateEnvironmental,Social,andGovernance(ESG)metricsinto their short-
termandlong-termincentiveplans. Thistrendis basedon theideathat companies
that promote sustainablebusiness practices, and link executivepay to ESG
metrics,aremorelikelyto outperformthosethatdonot.

Thereis no one-size-fits-all solution on how to link executivecompensationto
sustainabilityandat thesametimedriveperformanceandsuccessfullymanageall
stakeholders.

Investors have increasinglysupported the link of executiveremunerationto
sustainability. However,webelievecompaniesshouldclearlydefinethosemetrics
that have a meaningful impact in their business strategy, by conducting a
materialityassessment. Theoutcomeof this assessmentshouldbe transparently
disclosed,and the metrics used in the compensationschemeshould have a
measurableimpact on stakeholdersand a financialmaterialityfor shareholders.
Ourexpectationaroundthis is a principlein our CorporateGovernance& Voting
Guidelinesand informs our decision when voting on companyremuneration
policies.

Resolution votes with & against 
management

131
Meetings 
voted on

With

11%

47%
Meetings with one vote 
against management

1,036
Agenda 
Items

Against

89%

Voting activity by region

Emerging Markets

UK

Asia Pacific

Europe

13%

26%

40%

13%

8%

6

US
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Emerging Markets 
Equity Fund

Overseas Developed 
Markets Equity Fund

UK Listed 
Equity Fund

UK Listed Equity 
Alpha Fund

Global Equity 
Alpha Fund

Meetings: 38

Items Voted: 351

Approx. size: £5.3bn*

Meetings: 17

Items Voted: 208

Approx. size: £4.5bn*

Meetings: 27

Items Voted: 253

Approx. size: £1.5bn*

Meetings: 16

Items Voted: 126

Approx. size: £6.8bn*

Votes with & against management

With: 85%

Against: 15%

Resolutions by Category

Board Related: 55%

Audit: 3%

Capital Management: 17%

Executive Pay: 21%

Other: 3%

Votes with & against management

With: 81%

Against: 19%

Resolutions by Category

Board Related: 37%

Audit: 2%

Capital Management: 17%

Executive Pay: 39%

Other: 5%

Votes with & against management

With: 94%

Against: 6%

Resolutions by Category

Board Related: 55%

Audit: 3%

Capital Management: 17%

Executive Pay: 21%

Other: 3%

Votes with & against management

With: 91%

Against: 9%

Resolutions by Category

Board Related: 43%

Audit: 10%

Capital Management: 0%

Executive Pay: 19%

Other: 29%

Votes with & against management

With: 82%

Against: 18%

Resolutions by Category

Board Related: 21%

Audit: 7%

Capital Management: 0%

Executive Pay: 57%

Other: 14%

Further detail on our voting record can be found on our website

Meetings: 47

Items Voted: 189

Approx. size: £1.0bn*

* Size of Fund as at 31 December 2021

https://www.bordertocoast.org.uk/sustainability/
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BHPGroupLimited/ PLC(OverseasDeveloped,UKListedEquity&UKListedEquityAlpha)

BHPGroupPlc is a globalresourcescompanyfocusedon extractingandprocessingminerals,oil andgas
primarilyin AustraliaandtheAmericas.

Whatdid wedo?WevotedagainsttheClimateTransitionActionPlan.

Ourview: Despitethe fact thatCIQǃtClimateTransitionActionPlanprovidedthoroughdiscussionof its
climate-relatedconsiderationsandCapExspending,wehadconcernsregardingthe levelof ambitionof the
emissionsreductiontargetsandtheiralignmentwith thegoalsof theParisAgreement. In particular,theplan
hadlimitationson howit will achieveits emissionsreductiontargetson scope3 emissions. Also,the plan
referencesthe useof offsets to meetall its targetswhile remainingunclearof the qualityandamountof
offsetsthatwill beused.

Votingoutcome: Theproposalreceivedaround85%in shareholdersupportat the AGM; substantiallylower
than someotherTransitionPlans. However,BHPhavebeenopento constructiveengagementprior to the
AGMandweexpectthis to continuethroughdirectdialogueaswellasengagementviaCA100+andLAPFF.

MicrosoftCorporation(OverseasDeveloped&GlobalEquityAlpha)

Microsoft Corporationis a U.S. based multinationalcorporationthat develops,licenses,and supports
software,services,devices,andsolutionsworldwide.

Whatdid we do?Microsoftsaw a total of five shareholderresolutionscoveringa varietyof social factors
includinghumanrights,employmentrightsandgender/racialequality. Wesupportedtheproposalaskingthe
companyto reportonmedianpaygapsacrossraceandgender.

Ourview: Thisproposalraisedthe importanceof ensuringequalworkfor equalpay,nomatterthegenderor
the racial background. Despitesomeprogressbeingmadein closingthe genderpaygap,recentresearch
showsthat menandwomenin techcompaniesarestill not gettingpaidequally. Similarly,the researchalso
foundthat thereis a highracialpayinequityin the techindustry. Thoughwerecognisethat the companyis
disclosingthestepsit's takingto promotepayequality,wealsoconsiderit highlyimportantfor companiesto
takefurtheractionto resolvetheissue.

Votingoutcome: Theproposalreceivedover40%supportfromshareholders,reflectingtheimportanceof the
topic. Wealso supportedthe shareholderproposalaskingthe companyto releasea transparencyreport
assessingthe effectivenessof thedpnqbozǃtworkplacesexualharassmentpolicies. Weacknowledgethe
importanceof the issueto employeesandthat it entailsreputationalrisks that canharmshareholdervalue.
Wesupportedtheproposalalongwith78%of shareholdersandwill monitorcompanyprogress.

Brampton, Cumbria



Virtual Meeting: 16%
Call: 13%
Letter: 65%
Email: 1%
Other: 5%

UK: 72%
North America: 9%
Europe: 11%
Asia Pacific: 6%
Emerging Markets: 1%
Middle East: 1%

Environment: 69%
Business Strategy: 7%
Governance: 10%
Social: 9%
ESG General: 4%
Global Controversy: 1%

External Managers: 17%

Robeco: 15%

Portfolio Managers: 5%

LAPFF: 63%
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Webelievethat engagementis an importantcomponentof activeownership. Our
engagementstrategy includes several different strands to engagingwith our
investeecompanies:

Å Internally: Our internal portfolio managersengagedirectly with companies
withintheirportfolios.

Å Externally: Ourappointedmanagersengagewith companieson ourbehalfand
providedetailsaspartof theirreportingcycles.

Å In Partnership:

Å Robecois our voting and engagementpartner. Theyengageon our
behalfwith companieswe own globallyacrossseveralESGthemes.
Thisallowsus to betterfulfil our stewardshipobjectivesas anactive
shareholder.

Å LAPFFengageson behalf of its members,who are local authority
pensionfundsandpools,to maximisetheirinfluenceasshareholders.

Å Other Collaborations: Partnershipsallow us to collaboratewith like-minded
investorsandbodiesto createa strongervoiceon ESGissues. Weworkwith
severalRIinitiatives whichsupportour ESGareasof focus. Furtherdetail on
ourcollaborativeinitiativesis availableonourwebsite.

723
ENGAGEMENTS
Engagement activity covering
period 01.10.21 to  31.12.21

QUARTERLY STEWARDSHIP REPORT  QUARTERLY ENGAGEMENT

Breakdown of engagements

Breakdown by topic

Breakdown by region

Breakdown by type

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

Thisquartersaw our engagementpartner,Robeco,launcha newengagementthemefocusedon triggering
climateactionat companiesthat havea largecarbonfootprint andassessedas laggingin their efforts to
transitiontowardsa low-carbonbusinessmodel.

Theengagementaimsto encouragecompaniesto meetexpectationsin eightengagementobjectives,which
are aligned with the Net Zero Benchmarkof the ClimateAction 100+ initiative. In addition, for those
companiesidentifiedto be developingnewcoal powergenerationplans,a ninthengagementobjectivewill
prioritise the transition to clean energysources. This theme representsan expansionof the Net Zero
Emissionsengagementthemelaunchedin 2020, whichfocuseson highcarbonemittingcompaniesthat are
laggingin transitioningto netzero.

To launchthe theme,Robecosent a letter outliningexpectationsfor the continuedevolutionof climate
strategiesto theCEOsof 170companies,whichBorderto Coastsupportedandco-signed.

EngagementThemeClosure:LivingWageintheGarmentIndustry

In 2019, Robecolaunchedan engagementprogramwith companiesin the garmentindustryto encourage,
support,assessand monitor target companieson their commitmentto pay a living wagein their supply
chain. Engagementwascarriedout throughthe PlatformLivingWageFinancials(PLWF),a coalitionof 18
financial institutions,using their influenceand leverageto engagewith investeecompanieson this topic.
Althoughthisengagementthemehasclosed, wewill continueto keepprogressonlivingwageunderreview.

Fiveof ourportfoliocompanieswereincludedin the scopeof the engagement(Adidas,BurberryGroup,The
HomeDepot,InditexandNike). Theprogramfocusedonhowcompaniesupholdthepaymentof livingwages
acrosstheir business; how this is supportedby responsiblepurchasingpracticesand meaningfulindustry
collaborations; and the responsewhenincidentsare identified. After threeyearsof engagement,positive
progresswasseenin severalareasacrossthesector,for example:

Å Adidas: Sawnotableperformancein transparency,with supplierlists publiclyavailable,alongsidedetail
onhowriskassessmentsfor sourcingcountriesareconducted. Thereis a thirdparty-managedcomplaint
processfor explicithumanrightsrelatedissues,withtheresultsdisclosed.

Å Burberry: Improvedits livingwagepolicy,includinga comprehensivelivingwagedefinition,developedin
collaborationwith theLivingWageAssociationandAssociationof CharteredCertifiedAccountants.

Å Inditex: Has a strongpresencein leadingindustrycollaborationsand engagementwith trade unions.
Theyhavealso strengthenedsocial dialogueand collectingbargainingagreementsto improvewage
levels.

QUARTERLY STEWARDSHIP REPORTENGAGEMENT INFOCUS

Great Ouse, Bedfordshire


