BlackRock.

St Andrew’s Healthcare
Pension Scheme

Engagement Policy
Implementation Statement

31 March 2022



1.

Introduction

Under the Occupational Pension Schemes (Investmentand Disclosure) (Amendment) Regulations 2019, the
Trustee is required to produce an annual Engagement Policy Implementation Statement (“EPIS”). This
statement outlines how, and the extenttowhich, thepolicies relatingto stewardship, votingand engagement
as outlined inthe Statementof Investment Principles (“SIP”) have been followed.

This statement covers the Scheme’s accounting year to 31 March 2022. It is intended to meet the updated
regulationsand will beincludedinthe Scheme’s Report&Accounts. In preparing this statement, the Trustee
has taken advice from their professional advisers.

The Trustee has appointed BlackRockas the adviser and Fiduciary Manager (“the Manager”) and appointed
Isio as the strategic oversightadvisor (“the OversightAdvisor”). This statementdetails some of the activities
taken by the Trustee, the Manager and the investment managers during the period, including voting
statistics, and providesthe Trustee’s opinion onthe stewardship activities over the period.

Policies

The Trustee’s relevant policies regarding stewardship, voting and engagement are outlined in the SIP. The
most recent version of the SIP is publicly available being publishedonline and will be updated from time-to-
time. The SIP can befound online here.

The Trustee delegates theday-to-day investment decisions and assetallocation to the Manager. The Trustee
retains responsibilityfor the strategic investment objectiveand oversightof the Manager, with support from
the Oversight Advisor.

The Trustee updated the SIP in October 2021 to reflect the new Fiduciary Managementarrangement, and as
suchthe policiescontainedinthe updated SIP arethose which are relevant to this Statement.

Scope of this statement

The Trustee acknowledges that the extent to which the policies in relation to stewardship, voting and
engagement can be applied varies acrossthe portfolio. For example, in general, voting rights are notattached
to fixed income securities,while the applicability tothe LDI portfoliois limited. Nonetheless,the Trusteeand
the Manager expect all investment managers totake an activeroleinthe stewardship of investments where
relevant.

This statement demonstrates that the Scheme has adhered to its investment principles and its policies for
managing financially material considerationincluding ESG factors and climate change.

Scheme activity

During the period, the Trustee appointed BlackRock as the adviser and Fiduciary Manager (“the Manager”)
for the Scheme, as well as the Scheme’s investment manager. Over the financial year, the Scheme fully
disinvestedfrom Cantillon, Orbis, CQS and Aberdeen Standard (“the Legacy Managers”)in order to transition
to the new Fiduciary Management arrangement at the end of2021. As ofthe end of the period the Scheme’s
assets areinvested inarange of funds managed by BlackRock and otherinvestment managers.

Dueto thetransitionto the new Fiduciary Management arrangement and the associated significant change
in investment strategy, the SIP was updated in October 2022. This Statement covers the assets that have
been held since the transition and the activity undertaken on behalf of the Scheme inrespect ofthose assets.
Voting statistics have beenincluded forthe full period with the intention of providing greater comparability
across future versions of this statement.

The SIP includes the Trustee’s policy on Environmental, Social and Governance (“ESG”) factors and
stewardship. This policy sets outthe Trustee’s beliefs on ESG and the processes followed by the Trustee in
relationto voting rights and stewardship.

The Trustee receives ESG reporting in the quarterly investment report, which includes aggregate and asset
class level reporting of ESG scores relative to an appropriate benchmark. The Trustee uses this to measure
how the overall Scheme assets are invested and assessthe metrics over time.


https://www.stah.org/assets/Uploads/STAH-Pension-Scheme-Statement-of-Investment-Principles-October-2021.pdf

The Manager rates each underlying strategy based on the strength of their ESG policies and actions and
provides a summary of the ESG scores to the Trustee on a quarterly basis, as part of the investment report.
This allowsthe Trusteeto establishhow each underlying manager scores from an ESG perspectiveas well as
measure relative improvements quarter on quarter.

As of year-end, 6 of the 11 active strategies had an ESG score of “Advanced”, the highest rating. The
remaining strategies scored “Aligned”. The Trustee iscomfortable thatthese scores are a strong reflection of
their beliefs with all managers having the two highest scores (Advanced and Aligned). Furthermore, the
Trustee recognises that the Manager is engaging with the underlying managers to ensure they work to
furtherimprove their ESG policies and actions overtime. As part of the Trustee’s ESG policy, the Manager is
required to request theunderlying managers’ policies and their adherence tothem. The Manager reviews the
policies of each underlying manager to ensure that these are appropriate.

The Trustee expects the Manager to continue to work with underlyingmanagers in order to ensure those on
the weaker side of voting and engagement take action to make improvements. The Manager has
acknowledged that all managers have been taking steps to improve both theirvoting and engagement and
“best in class” continues to evolve. The Trustee will be closely monitoring developments over the coming
years.

The Trustee receives additional support and advice from their Oversight Advisor in matters related to ESG,
including monitoring of the Manager’s approach to implementing the policies withinthe SIP and approach
toengagement.

Voting and Engagement

The Trustee has delegated to the Manager the responsibility of collecting the stewardship and engagement
reports of the underlying managers and assessing the suitability. The Trustee also expects the Manager to
monitor the underlying manager’s activity to ensure compliance and confirm that it remains a suitable
investmentforthe Scheme. The Trustee is comfortable that under the governance structurethe responsibility
sits with the Manager to communicate with the underlying managers and on a regular basis collect
information as required.

Due to the timing of the transition to the Manager, this statement covers the assets held by the Scheme at
the end of the reporting year and exclude the Legacy Managers that were terminated during the reporting
year.

The Manager has noted that there is variability between managers in the extent of their engagement and
voting policies, with equity managers generally having made more progress than fixed income. This
Implementation Statement focuses primarily on the Scheme’s equities managers, though examples of
engagements by some of the Scheme’s fixed income managers are also included in the appendix of this
document.

The section below details the investment managers’ approach to voting and engagement as well as some
examples of significant engagements these managers have made overthe 12 months in respect tothe funds
inwhichthe Schemeis invested.

In addition, summary voting statistics in respect of the Scheme’s equities funds over the year to 31 March
2022 have beenincluded. Voting statistics have been reported over the one-year period to 31 March as this
likely to result in greater coverage across investment managers and therefore also provide greater
comparabilityand consistency going forwards.

BlackRock:

The Scheme has a portion of its Growth assets invested in funds managed by the Manager. Given the
Manager’s appointmentas both the fiduciary manager as well one of the investment managers, the Trustee
recognises theimportance of ensuring that the Manager’s own policies and actions are appropriate for the
Scheme.The Manager publicises its own policies as well as quarterly updates online (which can be accessed
here) which the Trustee has visibility of. This includes details of any changes to policies and also reports at
anaggregate level the impact of its voting and engagement. The Trusteeis comfortable that thetransparency
of the Manager in publicising reports and developments online ensures alignment with the interests of the
Scheme.


https://www.blackrock.com/corporate/about-us/investment-stewardship

Whilstitis importantto monitorthe activities of the Manager ata highlevel through this publicly available
information, itis alsoimportant to monitor the votingand engagement activities undertaken on behalf of the
Trustee by the Manager ona moregranular level.

With the exception of the BlackRock European Equities fund, the Scheme’s BlackRock equities funds are
passive (i.e. index) strategies. In respect of passive strategies, there is a wide universe of underlying
companies which may number in the hundreds if not thousands. Where strategies are actively managed,
investments are typically more concentrated. As such, ownership is more concentrated for actively managed
strategies and therefore there will be fewer resolutions in which to vote. In addition, actively managed
strategies havetheoptiontosellholdingsin companiesatits discretion.Forthesereasons, in the context of
passive strategies, itis important thatvoting and engagementrights are exercised and that this is monitored.
An example of a significant votein respect of the BlackRock European Equities fundis included below.The
summary voting statistics below illustrate that the voting rights attached to the underlying investments in
theseinstances have been exercisedto alarge extent.

The Manager’s approach to voting is described in the table below, along with summary voting statistics for
the Manager’s equities funds.

BlackRock sees its investment stewardship program, including proxy voting, as part of its
fiduciary duty to and enhance the value of clients’ assets, using our voice as a shareholder
ontheir behalfto ensure that companiesarewellled and well managed

The BlackRock Investment Stewardship team does this through engagement with
management teams and/or board members on material business issues including
environmental, social, and governance matters and, for those clients who have given
BlackRock authority, through voting proxies in the best long-term economic interests of its
clients.

BlackRocKk's proxy voting process is led by the BlackRock Investment Stewardship team
(BIS), which consists of three regional teams — Americas (“AMRS”), Asia-Pacific (“APAC"),

Approachto and Europe, Middle East and Africa ("EMEA”) - located in seven offices around the world.

voting The analysts with each team will generally determine how to vote at the meetings of the
companies theycover. Votingdecisions are made by members ofthe BlackRock Investment
Stewardship team with input from investment colleagues as required, in each case, in
accordance with BlackRock's Global Principles and custom market-specific voting
guidelines.

Whilst BlackRock subscribes to research from the proxy advisory firms Institutional
Shareholder Services (ISS) and Glass Lewis, itis just one among many inputs into its vote
analysis process, and it does not blindly follow their recommendations on how to vote.
BlackRock does not follow any single proxy research firm’s voting recommendations. It
subscribes to two research providers and uses several other inputs, including a company’s
owndisclosures,inits voting and engagementanalysis

Atthe 26 May 2021 annual meeting there were a number of key resolutions. The key topics
were Climate risk, board quality and effectiveness, corporate political activities.

Chevron Corporation (Chevron) is a global integrated energy, chemicals, and petroleum
company, operating through the upstream and downstream segments. BlackRock

Chevron Investment Stewardship (BIS) has along history of constructive engagement with Chevron
Corporation wherewe discuss corporate governance and sustainability topics thatwe believe drive long-
(American term shareholder value. This has included climate risk, corporate strategy, and human
Energy capital management, among others. We have found Chevron to be receptive and open to
Company) shareholder feedback and BIS has had regular engagement with independent members of

Chevron’s Board. We therefore do not currently have concerns about the company’s
governance and oversight practices.

Oneshareholder proposal requested that Chevron “substantially reduce the greenhouse
gas (GHG) emissions of their energy products (scope 3) in the medium- and long-term




future.” The Board recommended voting AGAINST the shareholder proposal. BlackRock
voted FOR the shareholder proposal.

Importantly, the proposal states that “[t]Jo allow maximum flexibility, nothing in this
resolutionshall serve to micromanage the Company by seeking to impose methods for
implementing complex policies in place of the ongoing judgement of management as
overseen by its board of directors”. Currently, Chevron discloses the scope 3 emissions
from the use of its products. It supports a price on carbon and aims to increase its
renewable products offerings in order to help customers lower their carbon footprints.
BIS believes that companies in carbon intensive industries should aim to set scope 3
emissionsreductiontargets. It is particularly important to assume responsibility, where
reasonable, for the complete emissions profile of the company as the world transitions
to a low carbon economy. We understand that this is still a relatively nascent practice,
especiallyin the U.S.

It is increasingly clear that companies will need to take action to reduce their scope 3
emissions and that targets will need to be clear and achievable, not just aspirational.
Chevron’s European peers such as Equinor, BP and Shell have already begun to
undertake this endeavor. BlackRock believes that the companies that critically evaluate
their current baseline, set rigorous GHG emissions reduction targets, and act on an
accelerated timeline are those most likely to avoid operational disruptionin the future.
In ourassessment, Chevron is onthe right path and we have confidence in management
and the Board in their intention to continue to critically assess these issues.
Nonetheless, BIS supported the proposal, which is clear and not prescriptive,to reflect
our desire to see the company continue to evolve its approach and demonstrate
progress on these challenging topics.

The Kroger Company, or simply Kroger, is an American retail company that operates
(either directly or through its subsidiaries) supermarkets and multi-department stores
throughout the United States.

At the 29 June meeting there was a Shareholder proposal to “Assess the Environmental
Impact of Non-Recyclable Packaging”. The Board recommended voting AGAINST this
shareholder proposal. BlackRock voted FOR this shareholder proposal because we

The Kroger believeit could accelerate Kroger’s progress on addressing the use of plastic packaging

Co. in its operations.

(American

Grocery BIS acknowledges the efforts Kroger has made to address its exposure to natural

Retailer) capital-related risks, specifically in connection to the packaging of its “Our Brands”
products. However, while the company has committed to establishing 2030 goals and
provided intentions to reduce the non-recyclable packaging for its “Our Brands”
offerings, it has yet to finalise its 2030 strategy details and lags some of its peers that
have made more robust commitments to reduce the overall use of plastic in both their
operations and supply chain. As a result,we believethat supporting this proposal could
accelerate Kroger’s progress on improvingits packaging and waste management.

Yearto 31 March 2022

::fr::)l:)zo‘:k Votable proposals 972

Equities % of resolutions voted 80%

(Active) % of resolutions votedagainstmanagement 11%
% of resolutions abstained 1%

BlackRock Yearto 31 March 2022

US Equities Votable proposals 608

(Index) % of resolutions voted 100%

% of resolutions voted againstmanagement 3%




% of resolutions abstained 0%
BlackRock Yearto 31 March 2022
UK Equities Votable proposals 15,223
(Index) % of resolutions voted 97%

% of resolutions votedagainstmanagement 5%

% of resolutions abstained 2%
BlackRock Yearto 31 March2022
Asia Pacific Votable proposals 3,374
Equities % of resolutions voted 100%
(Index) % of resolutions votedagainstmanagement 12%

% of resolutions abstained 0%
BlackRock Yearto 31 March 2022
Japan Votable proposals 6,051
Equities % of resolutions voted 100%
(Index) % of resolutions votedagainst management 3%

% of resolutions abstained 0%
iShares FTSE Yearto 31 March 2022
MIBETF Votable proposals 430

% of resolutions voted 100%

% of resolutions voted againstmanagement 23%

% of resolutions abstained 0%




Other investment managers

The approach to voting and engagement of the Scheme’s other equities managers, Schroders, Wellington,
American Century and JP Morgan, are detailed below. These managers are appointed in relation to the
Scheme’s equity holdings.

Schroders:

The overriding principlegoverning Schroders’ approach to votingis to actin the bestinterests
of its clients. Schroders’ voting policy and guidelines are outlined in its publicly available
Environmental, Socialand Governance Policy. Schroders evaluatesvotingissuesarising and,
where it has the authority to do so, votes on them in line with its fiduciary responsibilities in
what it deems to be the interests of its clients. In applying the policy, Schroders considers a
range of factors, including the circumstances of each company, performance, governance,
strategy and personnel.

Itis Schroders’ policy tovote all shares at all meetings globally, exceptwhere there are onerous
restrictions — for example, shareblocking. Schroders utilises the services of ISS and the

Approach Investment Association’s Institutional Voting Information Services (‘IVIS) in conjunctionwith
its own research and policies when formulating voting decisions. With regards to abstaining
from votes, Schroders’ preference is to support or oppose management and only use an
abstention sparingly. Schroders may abstain where mitigating circumstances apply, for
example where acompany has taken some steps to address shareholderissues.

For certain holdings of less than 0.5% of share capital in the USA, Australia, New Zealand,
Japan,and Hong Kong, Schroders has implemented a custom policy that reflects the views of
its ESG policy and is administered by Schroders’ proxy voting provider, ISS. Schroders votes
on both shareholderand management resolutions.

The Schroders Sustainable Investments team contacted a number of European companies
that are key to driving the transition towards net zero greenhouse gas emissionsto:

e Set an ambitionto achieve netzero emissions by 2050 or sooner, covering scope 1,2
and most relevantscope 3 emissions

Cez e Set short-, medium-, and long-term targets aligned with the goal of limiting global
(Energy warmingto 1.5C, again coveringscope 1,2 and most relevant scope 3 emissions
distribution e Produceand publishadetailed transitionplan setting outhowthe companyintends to
company) meet its emission targetsand overarchingnet zero ambition.

As Cez has already set anet zero ambition, Schroders encouraged the companyto continue to
develop its interim targets and transition plan. All the companies Schroders contacted are
included inthe CA100+ net-zerocompany benchmarkand were held by Schroders on 30 June
2021.

The Schroders investment team arranged a call with Huuuge to outline a number of ESG
concerns. Theseincluded:

e Aweak board structure with just five members, of whom two are independents and

Huuuge no female representation. Schroders recommended they increase the size of the
(Polish game board andimproveitsstructure.

developer and e Not being compliant with Warsaw Stock Exchange (WSE) Best Practices. A number
platform) of theissues here can be easily addressed.

o Targets formanagementcompensation beingunclearand not sufficientlylong term
focused. We asked for more transparency with regards to management
compensation.




e Huuuge has said it will take Schroders’ feedback onboard, and Schroders looks
forward to seeingits ESG strategy, whichis currently being formulated.

Schroders
EM Equities

Yearto 31 March 2022
Votable proposals 1,801
% of resolutions voted 94%%,
% of resolutions votedagainstmanagement 6%
% of resolutions abstained 5%

Wellington:

Approach

Wellington votes according to its Global Proxy Voting Guidelines and employs a third-party
vendor, Glass Lewis, to perform administrative tasks related to proxy voting. Wellingtondoes
not automatically vote proxies either with management or in accordance with the
recommendations of third-party proxy providers, ISS and Glass Lewis. Wellington has its
own ESG Research Team, which provides voting recommendations. Based on these
resources and in conjunction with Wellington’s Global Proxy Voting Guidelines, individual
portfolio managers have authority to make final decisions on voting. There is no “house
vote”. Wellington’s proxyvoting system allows different votesto be submitted for the same
security. Various portfolio managers holding the same securities may arrive at different
voting conclusionsfortheir clients’ proxies.

Viavi
Solutions
(Network
testing,
measurement
and assurance
company)

Viavi Solutions manufactures testing and monitoring equipment for networks. Wellington
initiated a position in the company in March 2021, given the company is likely to benefit
from a multi-year upgrade cycle with a strong balance sheet and attractive risk/reward
valuation. Viavi proposed a shareholder vote in October 2021 related to executive
compensation. Specifically, they proposed a CEO remuneration plan designed to act as a
retention mechanism given the CFO had recently departed the company. The plan entailed
several components, including a performance-based award based on a sustained share
price increase. However, Wellington felt the target for this share price increase was too low
and arranged an engagement with the company to communicate its thoughts on the
proposal. Ultimately, the company decided not to change the target for this share price
increase, and Wellington voted against the proposal as we felt the target was too low to be
consideredinshareholders’ bestinterests.

Wellington
Small Cap
Equities

Yearto 31 March 2022
Votable proposals 1,586
% of resolutions voted 98%
% of resolutions votedagainstmanagement 2%
% of resolutions abstained 0%

American Century:

Approach

American Century’s (ACI) Guiding ESG Principle are outlined in its ESG Policy and are as
follows:

ACl’s primary missionis to deliver superior, long-term, risk-adjusted returns for clients. ACI
focuses on material ESG issues, which are financially material. ACl seeks to integrate the
analysis of potential risks and opportunities associated with ESGissuesintoitsfundamental
research process. ACl's goal is to mitigate downside risks and capture upside potential
without compromisingits fiduciarydutyto actinthe bestinterestof clients.

ACI states that “in addition to conducting business with the highest ethical standards and
complying with all applicable laws and regulations, our ESG approach is regularly reviewed




against industry investment stewardship and governance standards and other ESG
methodologiestoensure alignmentwith our processes.”

American Century subscribes to the proxy voting services of Institutional Shareholder
Services ("ISS"), including their proxy voting platform, voting advisory services, and vote
disclosure services. While American Centuryreviews and considersISS’s research, analysis,
and recommendations, it votes proxy using the ISS voting platform in accordance with the
ACl’s proxy voting policies, which can differ from those of ISS.

Bloomin'
Brands, Inc.
(American
Restaurant
Holding
Company)

Bloomin' Brands, Inc. is a restaurant holding company that owns several American
restaurant chains, which is based in Florida, USA. At the annual meeting on 18 May 2021
there was a proposal which would require the Board to issue a report, within a reasonable
time, outlining if and how it could increase the scale, pace,and rigor of its efforts to reduce
its total contribution to climate change, includingemissions fromits supply chain.

American Century voted forthe proposal. It was of the view that shareholders would benefit
from additional information on how the company is managing its climate related risks,
includingitssupplychain's impacton greenhousegas emissions and deforestation.

The votewas passed.

American
Century
Small Cap
Equities

Yearto 31 March 2022
Votable proposals 1,601
% of resolutions voted 93%
% of resolutions voted againstmanagement 11%
% of resolutions abstained 1%

JPMorgan

Approach

JP Morgan has an explicitly stated investment stewardship philosophy, believing that the
companies they engage with will produce better long-term financial results, while
simultaneously contributing to animproved society. JP Morgan’s stewardship activities are
based on proprietary environmental, social and governance research, driven by both their
broad investment teamsinadditionto adedicated Sustainable Investingteam.

The business employs regional heads of stewardship to work with local teams, while the
Global Head of Sustainable Investing, Jennifer Wu, oversees the global stewardship effort.
With regards to engagement, JP Morgan conducts approximately 500 dedicated ESG
engagement meetings peryear.

These discussions inform companies of JP Morgan’s views, and guide JP Morgan’s voting
decisions. JP Morgan has explicit proxy voting guidelines and provides a transparent
overview of its voting activities. In 2020, JP Morgan voted at approximately 8000
shareholder meetings across 80 markets.

Shenzhou
International
Group
Holdings Ltd.
Chinese
clothing
manufacturer

In the past two years, JPM has been actively engaging with the company on its ESG
disclosure,whichitseesthe needtoimprove, particularforits carbon footprint. In May 2021,
JPM wrote a letter to the board chairman to summarize its ESG suggestions including
recommendations on climate disclosure. In late 2021, the company responded to CDP
climate change surveyfortheveryfirsttime. It discloses its Scope 1 and Scope 2 emissions
and a 42% reductiontarget by 2030 from 2020 level of Scope 1+2 emissions. JPMwelcome
Shenzhou’s response to the CDP survey and its acknowledgment of the importance of
climate change management. JPMis looking forwardto more initiatives from the company
inclimate change mitigation and more detailsinits climatedisclosure.




Yearto 31 March2022

Votable proposals 208
JPM China % of resolutions voted 100%
Equities % of resolutions votedagainstmanagement 9%

% of resolutions abstained 0%

6. Concludingremarks

The Trustee is comfortable that the policiesin the SIP have been followed overtheyear to 31 March 2022. As
this is the first year the Implementation Statement has beenproduced since the move to a fiduciary
management arrangement, the Trustee expects thatthe format and content will evolve overtime, in line with
guidance and to reflect any future changes inthe SIP.

The October 2021 SIP expanded the Trustee’s policy in order to incorporate an updated Stewardship Policy
as well as amore comprehensive policy on“Engagements with Asset Managers”. The Trustee will continue to
receive further training in relation to ESG issues and will evolve policies over time, including more widely
across the Scheme’s assets.

The Trustee recognises the responsibility that institutional investors have or promote high standards of

investmentstewardship and will continue to use the influence associated with the Scheme’s assets in order
to positivelyinfluence the Scheme’s investment managers.
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Appendix 1 - Fixed Income Engagement Examples

Manager

Neuberger Berman— EM Debt (LC)

Examplel

Turkey:
Maintopic: Video meetings with Central Bank of Turkey management (Apr-21and Oct-21)
Side topic: Central bankindependence

Outcome: Weraised inour first meetingwith the new managementin April 2021 their
commitment to institutional continuity and independence following the previous governor’s
dismissal the month before and inline with our concerns onthe overall deterioration of rule of
law in Turkey. The presentation by the research department put significantemphasis onthe
need to keep tight monetary policy given domesticdemand trends, and the new governor
himself stressed that despite his earlier publicviews about looser policy and backgroundas a
former ruling party member of parliamenthe would ensure institutional continuity and not
involvepoliticsin decision-making. By oursecond meeting in October 2021, these assurances
had not held, with the centralbank having beguna highly controversial monetary easingcycle
inlinewith PresidentErdogan’s continued public interference in favour of lower rateseven
thoughinflationwas ontherise domesticallyand globally, and various global central banks
had eithersignaledor beguntightening of monetary policy. Various credible policymakers had
also left the bank, including the head of research and two deputy governorsthat we had spoken
toinApril. The governorwas defensive and said the decision lastmonth and guidance to cut
moreincoming months wasdriven by data. These poorpolicychoicesled to acurrency
meltdowninthe fourthquarter and year-endinflation moving to 36% from 19.6% when the
easing cycle had started,hamperingfutureeconomic growth and the health of the financial
sector. We have reduced our exposure to Turkey in hard and local currency funds through the
year.

Example 2

Poland
Maintopic: Government plansto address climatechange, reductionof coal sharein the energy
mix and deforestation.

Outcome: Climate and Environment Minister Kurtyka gave an extensive review of Poland's
climate and energy reformplans,whichentail a mix of coaluse reduction and boosting the
share of renewables.He underlined"bottom up" progressled by the private sector that has seen
expansioninoffshorewind power and solar energy. Poland nowexports 4 billion eurosinsolar
batteries (1.7% of exports) and supplies 46% of the zero-emission busesinthe EU. The most
challenging areais the coal sector,withthe overall mining sector employing 80,000 people.
Recently an EU courtsidedwith the Czech Republic onthe Turow brown coal mine, ordering its
closuredueto environmental reasons. Minister Kurtyka expects a negotiated solutiontothe
issue and that the government’'s non-abiding with the ruling is only because the court went
beyond whatwould have been expected inatemporaryruling. The governmentis committedto
reduceits share of coal inthe energy mixfromthe current 70% to 12% by 2040 but also
acknowledges that repurposing 80,000 peopleis unrealisticwhile highlighting that this
number has dropped from 400,000 in 1989 when the country moved away from communism.
Weraised that while Poland performs wellinthe environmental indicators overall, deforestation
appears to bean area thatit scores low. We have also highlighted our thermal coal policy for
corporatesand thatitis onlyamatter of timethat there willbe expectationforasovereigncoal
policy. While Poland's long-term plans are ambitious, morereductionin coal relianceina
shortertime framewould be beneficial in not losing accessto climatefinancing.

Wefinditto be constructive that the Ministryis communicating with investors proactively as
Poland comes under more scrutiny dueto itsreliance on coal.We hold local currency bonds
from Poland and remain keento continue engagingthe governmentfurther on deforestation,
coal reliance and other climateissues.

Manager

T. Rowe Price—Global High Yield

Examplel

Ecopetrol
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Ecopetrolis anoil and gas exploration and production companythatis majority-owned by the
Colombian government. We engaged with the companyto discuss its new sustainability
strategy and climate road map.

The purpose of our engagement with Ecopetrolwas to discussits sustainability strategy and
climateroad map afteritreleasedan updated sustainability strategy thisyear. The updated
strategy callsforanetzerotarget forscopel and 2emissions by 2050 and includeslong-term
targets and road maps for climate, water, and local development where Ecopetrol aimsto be a
best-in-class energy company.

In additiontothescopeland 2 emissionstarget, Ecopetrolhas set atargetto reduce scope 3
emissions by 50% by 2050 as well as short-and medium-term targets that are alignedwith
national-leveltargets in Colombia. It plansto reduce flaringand increase the use of renewables
and technologyto better detect methane emissions. After 2030, Ecopetrolwill relyon emerging
technologiessuch as carbon capture and storage, hydrogen, and batteries. The companyalso
aims toreduce emissions inits up- and downstream value chains.

Ecopetrol seeks to increasethe reuse and recyclingof water, another priority inits
sustainability strategy.Certainregionsin Colombiasufferfromelevated waterstress, and the
company does notwantto add to the problem.

The company’s ESGdisclosureisalignedwiththe Global Reporting Initiative and Sustainability
Accounting Standards Board reporting frameworks, and itis workingonaTask Force on
Climate-Related Financial Disclosures report. It has also made submissionsto the Carbon
DisclosureProjectforthe climate change and watersecurity modules.

The engagementinformed ourinvestmentresearch and allowed us to update our Responsible
Investing Indicator Model (RIIM).Despitenot beingin linewith a 2050 net zero target,
Ecopetrol’scomprehensivesustainability strategyand greenhouse gas reduction targets
comparefavorablyto otherquasi-sovereign oil and gas companies.

Manager

Wellington Global HighYield

Examplel

Viavi Solutions

Viavi Solutions manufactures testing and monitoringequipment for networks. We initiateda
positioninthecompanyin March 2021, giventhe companyis likely to benefitfroma multi-year
upgradecyclewith astrong balance sheet and attractive risk/reward valuation. Viavi recently
proposed ashareholdervotein October 2021 related to executive compensation. Specifically,
they proposed a CEO remuneration plan designed to act as aretention mechanism given the
CFO had recently departed the company. The plan entailed several components, includinga
performance-based award basedon asustained share priceincrease. However, we felt the
targetforthis share priceincrease was toolowand arranged an engagement with the company
to communicate ourthoughts onthe proposal. Ultimately, the companydecided notto change
thetarget forthis share priceincrease,and we votedagainstthe proposal as we felt the target
was too low tobe consideredin shareholders’ best interests.

Example 2

Builders FirstSource

As of 31 December 2021, we have an overweight exposureto Builders FirstSource. The
company manufacturesand supplies building materials and provides construction servicersto
professional homebuilders, remodelers and consumersinthe US. From an “E” perspective, the
company has someinnovative products, such as READY-FRAME, that helps reduce waste and
value chainemissions. As the largest US supplier of building products,the companyplans to
seta greenhouse gas (GHG) reduction targetto further reduce emissionsfromtheir largefleet
of trucks.BLDR has aResponsible Supply Chain policy with top suppliers workingwith
organizationsthat certify the sustainability of raw materials. From an “S” perspective, the
company views human capital to be the key, where they focus on Diversity, Equity&Inclusion
and safety performance. Froma“G” standpoint, we are pleased to see the significant
financial/accounting and industry experience amongst their board members, but prefer to see
morediversity. Furthermore, webelieve their compensation planis reasonable with annual
bonus driven by adjusted EBITDA, working capital and operating objectives, such as safety. We

12



are comfortablewith our currentoverweight exposure and will continue to engage/monitor the
company.
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