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DESCRIPTION OF PRINCIPAL ADVERSE IMPACTS OF INVESTMENT DECISIONS ON SUSTAINABILITY FACTORS 

Indicators applicable to investments in investee companies 

Adverse Sustainability Indicator Metric Impact 2022 Explanation Actions taken, and actions planned, and targets set for the next 

reference period. 

CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS 

Green-house 

gas emissions 

1. GHG emissions Scope 1 GHG emissions 188,955  We use MSCI for Scope 1 

& 2 data, as this is more 

timely, S&P Trucost for 

Scope 3 given 

longstanding 

environmental modelling 

capabilities. 

Some of our higher 

carbon names included 

our energy companies 

(EOG, and latterly 

ConocoPhillips).  

Industrials and chemical 

companies were also 

higher contributors. 

Our research, engagement and voting are informed by climate 

indicators such as corporate climate targets and alignment with the 

Paris Agreement, among other metrics.  

We engaged with all companies in the Fund to encourage them to 

set science-based climate targets. In Q4 2021 we contacted all 

companies in which we were then invested which had not yet 

committed to science-based climate targets (specifically those 

recognised by the Science Based Targets initiative (SBTi)). In Q4 

2022 we sent letters to the CEOs of all the companies then in the 

Fund, encouraging progress on ESG issues, including the 

establishment of science-based climate targets (SBTs).  

Over 2022, several companies that we have contacted as part of 

these efforts have committed to SBTs, comprising: Alphabet, Marsh 

& McLennan, MSCI and United Healthcare. Others have disclosed 

public support for this initiative, and the desire to work towards 

setting an aligned target (such as Ferguson and Air Products and 

Chemicals). In 2022 we committed to an interim target for 60% of 

the companies in the Fund by AUM to have committed to science-

based targets by 2025, rising to 90% by 2030.  

We are members of the Net Zero Asset Managers Initiative - an 

international group of asset managers committed to supporting the 

goal of net zero greenhouse gas emissions by 2050 or sooner. We 

Scope 2 GHG emissions 47,070 

Scope 3 GHG  emissions 3,287,827 

Total GHG emissions 3,523,852 

2. Carbon footprint Carbon footprint 342 

3. GHG intensity of

Investee

companies

GHG intensity of investee 

companies 

955 

4. Exposure to

companies active

in the fossil fuel

sector

Share of investments in 

companies active in the 

fossil fuel sector 

11% This metric includes 

railroad and waste 

companies which 

transport fossil fuels. 

5. Share of non-

renewable energy

consumption and

production

Share of non-renewable 

energy consumption and 

non-renewable energy 

production of investee 

companies from non-

69% 

Consumption 

We use CDP disclosures, 

which cover c.60% of 

the Fund.  
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renewable energy sources 

compared to renewable 

energy sources, expressed 

as a percentage of total 

energy sources 

For context, US 

electricity is c.20% 

renewable1 

are also members of CDP, and in 2022 led CDP’s climate-related 

engagements with all companies highlighted by CDP as high climate 

priorities, in which we were then invested. These companies 

comprised Berkshire Hathaway, Martin Marietta and Waste 

Connections – all significant contributors to our carbon footprint and 

GHG intensity metrics. 

We intended to vote for all reasonable climate resolutions and voted 

for these at Charter's annual general meeting (AGM). Due to an 

operational error we did not vote for these at Berkshire Hathaway, 

although we did write to the company highlighting our voting 

intentions before the AGM. This event is explained in greater detail 

in our 2H Responsible Investment & Engagement Report.  

We have binding exclusions on investment in companies deriving 

10% of revenue from: coalfired power and coal mining or oil sands. 

We see these  activities as among the most damaging to the 

environment, including with respect to climate change. 

65% 

Production 

This relates solely to 

Berkshire Hathaway’s 

utility subsidiary, which 

we are scaling up to the 

parent level for this 

calculation 

6. Energy

consumption

intensity per high

impact climate

sector

Energy consumption in 

GWh per million EUR of 

revenue of investee 

companies, per high impact 

climate sector 

0.8 AECOM significantly 

contributed towards the 

end of the period given 

its relatively high energy 

consumption but low 

exposure to high climate 

impact revenues. 

Biodiversity 7. Activities

negatively

affecting

biodiversity

sensitive areas

Share of investments in 

investee companies with 

sites/operations located in 

or near to biodiversity 

sensitive areas where their 

activities negatively affect 

those areas 

18% We make our own 

assessment of our 

companies’ impacts on 

biodiversity. We have 

taken a precautionary 

approach to this data 

point, requiring a high 

bar for companies 

showing their adherence 

to biodiversity impact 

management which 

none met in the period.  

We recognize the growing importance of biodiversity and assess 

the companies in the Fund with the greatest potential for impact 

based on the nature of their activities.  

Based on this monitoring we take a risk-based approach to firm 

engagement, generally to encourage greater disclosure or to 

address specific shortcomings. 

In extreme cases we have avoided investments largely on the 

grounds of biodiversity impact. This occurred in 2021 in the case of 

a mining-related company, where management showed lack of 

concern for potentially severe impacts related to the firm’s 

1 In 2021, renewable energy sources accounted for about 19.8% of total utility-scale electricity generation. https://www.eia.gov/tools/faqs/faq.php?id=92&t=4   
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business model. In 2022 we bought a peer which we believe has 

better ESG credentials.  

We support CDP’s Forests programme. We were also co-signatories 

to CDP Forests requests at Amazon, Berkshire Hathaway, Home 

Depot, Ross Stores and Sherwin Williams. The CDP Forests survey 

includes numerous questions on biodiversity. In 2022 we voted for 

a deforestation-related resolution at Home Depot's AGM (the only 

one put before us) and corresponded with the company on this 

issue.  

In 2022 we became members of the Taskforce on Nature-related 

Financial Disclosures (TNFD) and intend to use this as a forum to 

help develop and share best practice on nature-related risk and 

impact. This framework relates to many areas highlighted by the 

PAIs, including biodiversity, water and waste. 

Water 8. Emissions to

water

Tonnes of emissions to 

water generated by 

investee companies per 

million EUR invested, as a 

weighted average 

0.07 This data is all estimated 

by S&P Trucost given 

their environmental 

modelling capabilities 

and lack of consistent 

company reporting.  

We support CDP’s water programme, which covers water risks and 

impacts across areas including pollution, stress and usage. 

In 2022 we were co-signatories to the CDP Water survey request for 

Alcon, Amazon, Fortive and Ross Stores. 

Waste 9. Hazardous waste

ratio

Tonnes of hazardous waste 

generated by investee 

companies per million EUR 

invested, as a weighted 

average 

7.2 We use company 

reported data given 

difficulties of estimation.  

We have undertaken more limited research and engagement on 

hazardous waste per se – as there is a compliance-related 

component to this category (for instance Health Care firms may be 

required to treat waste as hazardous). But we have engaged more 

widely on the topic of waste. This includes a focus on plastic waste 

(some of which may be hazardous but is unlikely in these cases). 

We encouraged both Amazon and McDonald's to consider 

expanding their plastics policies, and voted for related resolutions 

in 2022. 
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INDICATORS FOR SOCIAL AND EMPLOYEE, RESPECT FOR HUMAN RIGHTS, ANTI-CORRUPTION AND ANTI-BRIBERY MATTERS 

Social and 

employee 

matters 

10. Violations of

UN Global

Compact

principles and

Organisation for

Economic

Cooperation and

Development

(OECD) Guidelines

for Multinational

Enterprises

Share of investments in investee 

companies that have been involved 

in violations of the UNGC principles 

or OECD Guidelines for 

Multinational Enterprises 

4.3% We use a third party 

assessment from ISS, 

although we may 

disagree with their 

conclusions. 

We continue to monitor all potentially serious controversies on at 

least a monthly basis. Any companies flagged by our data provider as 

potentially in breach of these norms are highlighted in our internal 

ESG report. Such changes must be investigated and discussed with 

the PMs. 

Ultimately, determining whether a company’s actions are materially 

misaligned with these norms is a matter of judgement. Amazon has 

been flagged by our data provider ISS for anticompetitive conduct, in 

breach of these norms. However, the case is being contested, and our 

research and engagement with both Amazon and the data provider 

has led us to a different determination – that it is not in breach of 

these norms. This is more fully explained in our 1H Responsible 

Investment & Engagement Report. 

11. Lack of

processes and

compliance

mechanisms to

monitor

compliance with

UN Global

Compact

principles and

OECD Guidelines

for Multinational

Enterprises

Share of investments in investee 

companies without policies to 

monitor compliance with the UNGC 

principles or OECD Guidelines for 

Multinational Enterprises or 

grievance/ 

complaints handling mechanisms 

to address violations of the UNGC 

principles or OECD Guidelines for 

Multinational Enterprises  

46% We carry out manual 

checks for corporate 

commitments and 

policies related to UN 

Global Compact pillars. 

In general, we encourage greater transparency on ESG issues and 

their oversight – which considerably overlaps with UN Global 

Compact Principles. This is perhaps especially important for smaller 

companies. One example from 2022 was a Board level discussion with 

TopBuild highlighting a path forward on ESG strategy and disclosure.  

Likewise, much of our research, voting and engagement activities 

focus on the four core themes highlighted in the 10 UN Global 

Compact Pillars, which comprise: Human Rights, Labour, Environment 

and Anticorruption.  

We are also seeking to share best practice on encouraging the 

monitoring of, and adherence to, these core principles. Examples of 

this include our membership of CDP and TNFD, outlined above. In 

addition, in 2022 we joined the Investor Alliance on Human Rights, 

which has aims aligned to pillars 1 & 2 of the UN Global Compact.  
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12. Unadjusted

gender pay gap

Average unadjusted gender pay 

gap of investee companies 

22% We use UK gender pay 

gap reporting. This data 

set is consistent and 

can be checked against 

UK averages (around 

14% for mean pay gap)2 

but may not represent a 

global view. Around 

40% of companies 

report this. 

Given limited data quality on this issue, we have seldom used this as a 

particular data point in our engagement. However, it may be used to 

“sense check” our views. 

We also systematically monitor perceptions around gender equality 

using US based rating firm InHerSight. Poorly scoring firms receive a 

lower weighting in our internal ESG report to prompt further research 

and engagement.  

We voted for select diversity, equity and inclusion-related proposals 

this AGM season, noting the performance of the company among 

other factors in our decision making – we voted for related resolutions 

at Charter’s AGM, for instance. Our rationale is described in full in our 

1H 2022 Responsible Investment & Engagement Report.  

13. Board gender

diversity

Average ratio of female to male 

board members 

in investee companies, expressed 

as a percentage of all board 

members 

32% Board gender diversity 

in the US is around 30% 

for the Russell 1000.3 

We consider Board gender diversity when making voting decisions, 

which may influence our voting on diversity related resolutions, or 

more generally inform our view on the quality of governance at a 

company. As per the above, we explain related voting in our 1H 2022 

Responsible Investment & Engagement Report. 

We have also made some more specific recommendations to 

enhance Board diversity – for instance during our engagement with 

Formula One, which has made good progress on expanding the 

diversity of its audience and talent pipeline. 

In 2022, we also voted for alternative Board candidates at McDonald's 

- who would have enhanced both the company’s sustainability

expertise and Board gender diversity.

2Source ONS – see 2022 provisional edition of this dataset. Total Table 1.12 (cell D6) 

https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/annualsurveyofhoursandearningsashegenderpaygaptables  
3 Woman on Boards. 2022 Gender Diversity Index Report, p.13. https://5050wob.com/wp-content/uploads/2022/11/5050-wob-annual-report-11142022.pdf  
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14. Exposure to

controversial

weapons (anti-

personnel mines,

cluster munitions,

chemical weapons

and biological

weapons)

Share of investments in investee 

companies involved in the 

manufacture or selling of 

controversial weapons 

0% We have binding 

exclusions on 

investments in such 

companies. 

N/A 

OTHER INDICATORS FOR PRINCIPAL ADVERSE IMPACTS ON SUSTAINABILITY FACTORS 

Table 2 

Additional climate and other environment-related indicators 

Adverse Sustainability impact Metric Impact 

2022 

Explanation Actions taken, and actions planned, and targets set for the next reference 

period. 

Indicators applicable to investments in investee companies 

CLIMATE AND OTHER ENVIRONMENT-RELATED INDICATORS 

Emissions 4. Investments in

companies

without carbon

emission

reduction

initiatives

Share of 

investments in 

investee 

companies without 

carbon emission 

reduction initiatives 

aimed at aligning 

with the Paris 

Agreement 

50% We use companies without 

SBTi commitments or targets 

for our assessment. 

As described above, we engage with all companies in the Fund to 

encourage them to set science-based climate targets.  
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Table 3 

Additional indicators for social and employee, respect for human rights, anti-corruption and anti-bribery matters 

INDICATORS FOR SOCIAL AND EMPLOYEE, RESPECT FOR HUMAN RIGHTS, ANTI-CORRUPTION AND ANTI-BRIBERY MATTERS 

Adverse Sustainability impact Metric Impact 

2022 

Explanation Actions taken, and actions planned, and targets set for the next reference 

period. 

Indicators applicable to investments in investee companies 

Social and 

employee 

matters 

4. Lack of a 

supplier code of 

conduct 

Share of 

investments in 

investee 

companies without 

any supplier code 

of conduct (against 

unsafe working 

conditions, 

precarious work, 

child labour and 

forced labour) 

19% We manually check all the 

companies in the Fund for 

public supplier codes of 

conduct covering these key 

issues. 

We have begun to engage with companies which have not disclosed their 

supplier code of conduct, or where this is lacking reference to key human 

rights issues.  

We believe these gaps are generally due to lack of transparency as opposed 

to poor supplier standards. For instance, we understand that CoStar, which 

does not have a public supplier code of conduct, will publish this in 2023. 

In addition, in 2022 we joined the Investor Alliance on Human Rights, which 

we hope will help us develop our approach to supply chain related 

engagement.  
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