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Our Mission:
To advance sustainability and

create prosperity through
positive impact investments.




Transparent, accountable and long-term
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Red-lines: built-in not bolted on
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Our experience

Comprehensive across E, S & G
Clear and linked to specific action

Well-governed companies address vast
majority of red-lines

Creates deeper knowledge about
companies

Excellent platform for engagement
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Insensitive to sector differences

Quite prescriptive (though comply or
explain provision)

Voting against sometimes feels heavy-
handed

UK focus limits application to other
geographies

Compliance/disclosure frame may be
limiting



Next steps

e Apply to UK and European holdings

¢ Adapting red-lines
— Some have been overtaken by events (climate change)
— Some are not directly applicable to European markets (takeover panel)
— Aligning with our/ISS policies
* ‘Overboarding’ criteria for NEDs as well as executive directors

* Absolute limit on remuneration (US$10m)

¢ Focus on performance not disclosure (eg tax and diversity)

e Focus E and S criteria by sector (eg SASB framework)
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“Shareholder engagement 1s neither
g00d nor bad 1n 1itself: 1t 1s the
character and quality of that

engagement that matters.”

The Kay Review of UK Egquity Markets
& Long-term Decision making, July 2012







Executives are pressured by short-termism

8/

of executives and directors of executives and
feel most pressured to directors say short-term
demonstrate strong pressure has increased
financial performance over the past 5 years
within 2 years or less

Source: Rising to the challenge of short-termism, FCLT Global, September 2016
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of executives and directors
at companies without a
strong long-term culture
say their company would
delay a new project to hit
quarterly targets even if it
sacrificed some value




Economic impacts of short-termism

Revenue Earnings Economic profit Market cap.

Average job creation
Annual cumulative jobs added

Long-term (n=164)
All others (n=451)

+20,000

+10,000

Starting
employment |_
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Source: Measuring the economic impact of short-termism, McKinsey & Company, February 2017
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