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About us

RBC Wealth Management UK & Cl is one of the UK’s leading providers of discretionary wealth management. We
have grown our business to become a trusted wealth manager, with our success built on the strength of our
talented team and client relationships. As part of RBC, we have the backing of a large, multinational bank to

further our work and reach more clients.

We specialise in helping clients protect and grow their
wealth by creating financial plans and investment
portfolios that meet personal and professional
objectives. Our clients have high aspirations for
themselves, for their families and their futures. We
support them in taking a responsible and long-term
view throughout their financial journey. While we have
a long-term asset owner mindset, aiming to preserve
value for our clients, we believe that for reporting
purposes our business model mainly fits within the
definition of asset manager.

About this report

Since 4 November 2024, RBC wealth management
operates through two platforms in the UK and Channel
Islands: RBC Brewin Dolphin and RBC Private Wealth
(both trading names of RBC Europe Limited). The
stewardship activities carried out by RBC Brewin
Dolphin now cover all the assets under management in
this region, referred to as ‘RBC Wealth Management UK
and CI’ for the purposes of this report.

This report relates to the stewardship activities in the
UK and Channel Islands of RBC Brewin Dolphin (which,
as detailed further below, resided within the legal
entity Brewin Dolphin Limited (BDL) until 4 November
2024) for the period 1)anuary - 31 December 2024 and,
additionally, to the activities of RBC Private Wealth for
the period 4 November - 31 December 2024.

Further to the purchase of the Brewin Dolphin group by
Royal Bank of Canada which completed in September
2022, BDL transferred, with effect from 4 November
2024 its UK client-facing staff, clients, client money

Lead by RBC’s Purpose of helping clients thrive and
communities prosper, we believe that focussing on the
long-term remains important to our success. Over time
we have seen the ebbs and flows of the markets, which
has taught us the importance of being a responsible
and sustainable business, and effective stewardship
helps to ensure that our investee companies think this
way too. We are committed to building on this strong
track record by delivering continued value to our
stakeholders.

and assets and licenced activities, to RBC Europe
Limited (RBCEL); and its UK supporting operations
and functional staff to Royal Bank of Canada (London
Branch).

Also, with effect from 4 November 2024, BDL completed
the transfer of its Jersey Branch client-facing staff,
clients, and client money and assets, to Royal Bank

of Canada (Channel Islands) Limited. As a result of
these transfers, BDL no longer conducts any regulated
activity in the UK or Jersey.

This Report makes up our annual application for
continued signatory status to the Financial Reporting
Council’s UK Stewardship Code 2020. This is the fourth
Stewardship Report published in respect of RBC Brewin
Dolphin’s activities for the past calendar year, and the
first to relate to RBC Private Wealth for the period since
4 November 2024. We continue to take steps towards
integrating our processes across RBC Brewin Dolphin
and RBC Private Wealth.




Our stewardship
activities

Our engagement and voting activity this year focused on a
range of issues and desired outcomes. This section, whilst
not a complete record, aims to showcase our stewardship
work. We have been careful to provide a balanced view,

by selecting examples where we achieved our desired
outcomes, along with engagements that perhaps did not lead
to a change as we had expected. It is important to reference
the latter, showing that stewardship takes time and effort.

We are also reporting on the work of some of our third-

party fund managers. Externally managed funds make up a
significant proportion of our funds under management, often
due to the preferences of clients. Therefore, the stewardship
work they do on our behalf, and how we monitor it, is at times
as or even more impactful than direct engagement from us.
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Voting activity

Votes over the year

We strongly believe in the importance of using our right
and responsibility to vote on behalf of our clients, the
beneficial owners, in respect of their investments held
via our nominee companies.

We vote on what we consider to be our core holdings,
which represent the following categories:

+ 75% of our listed holdings by FUM
+ Equities on our recommended buy lists
+ All covered investment trusts

+ All other holdings where we own at least 5% of the
share capital, and hold over £5m

D O

Number of
meetings

Meetings in
which we voted

Proposals recorded

1973

Meetings in which we
voted against
For management at least once

The below charts show the meetings at which our
analysts actively voted on our core holdings and some
of the decisions they took. We also show votes cast by
proposal category, to give transparency on the topics
that come up most often on agendas. Electing directors
remains the resolution that we see most often, which

is why it is a key mechanism for holding companies
accountable.

Meetings in which
we abstained at
least once

Meetings in which
we disagreed with
ISS at least once

Voting instructions

@ ror 1906
Against 66
Abstain 1



Engagement activity
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Our engagement activity this year once again has been broad in its scope, covering a variety of asset classes and
topics. Given our exposure, expertise and resources, the main asset classes covered have been direct equities and

collective investments, which includes investment trusts.

In the year to 31 December 2024, we had 22 direct engagements across 18 companies and investment trusts. While
these figures may appear to be relatively conservative, we consider our definition of engagement to be robust;
we only count as engagement purposeful interactions with a specific objective and where a particular change or

outcome is sought.

On top of the engagements outlined above, over the year we had an additional 21 meetings across 18 companies
covering ESG issues more broadly or focusing on other aspects of strategy. These additional conversations were
about providing feedback and/or information gathering exercises, however they are still important. They are
necessary for building relationships with senior management and board members and sharing our priorities
and broad expectations relating to stewardship and engagement. These conversations also pave the way for
meaningful engagement if we identify a material issue in the future.

Direct Equities

A key issue within our direct engagements this year
has once again been to understand the approach of
the company to ESG issues. Many of our interactions
focused on fundamental aspects of good governance
such as board composition and diversity. Remuneration
continues to be an important topic of engagement,
especially for UK companies that are required to seek
shareholder approval for their remuneration policies
every three years. The remaining engagements this
year focused on climate and transition strategies, and
other environmental and social issues such as nature-
related risks and supply chain transparency.

Some of these engagements are ongoing and not yet
at the stage where we can disclose details. We believe
that it is important to respect the confidentiality some
sensitive engagements require and will release further
details if and when it is appropriate to do so. However,
we are mindful of the need to balance confidentiality
with expectations for greater transparency. We provide
more visibility to clients and other stakeholders via our
Quarterly Stewardship Updates that include engagement
case studies, and as of 2024, more information on our
proactive engagement efforts as well.
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Internal case study

Company: Reckitt Benckiser

Theme:
Product safety, legal risk

Issue summary:

Towards the end of March 2024, a US court awarded $60m in compensation to the mother of a baby
who died of necrotising enterocolitis (NEC) after being fed Enfamil baby formula, produced by Reckitt
Benckiser subsidiary Mead Johnson. This is one of many lawsuits in the US against Mead Johnson and
another manufacturer of baby formula, Abbott Laboratories. The size of the compensation awarded by
the courts, the subsequent drop in share price of as much as 20%, not to mention the safety of infants
made this a material issue.

Objective:

Given that we are not greatly exposed to Reckitt Benckiser via our own shareholdings but it is held by
our fund managers, we wanted to understand their views on the issue, if they had engaged with the
company and any impact this situation might have on the investment case.

Action:

We engaged with the fund managers who hold Reckitt Benckiser on our behalf, asking them to provide
us with information on their engagements and views. We spoke to five fund managers, all of whom
answered our questions and shared insights that helped us to form a better view of the situation. In
addition, we engaged with the Chair of the company via The Investor Forum, alongside a group of other
investors. While being limited in what he could say due to the ongoing nature of the situation, the Chair
assured us that their products are backed by the medical community and that the board is committed
to achieving the best outcome at the end of this process. By undertaking this engagement, we were
able to hear firsthand how the company responded to questions and justified its actions. All fund
managers responded to our queries and we consider this engagement to be closed, albeit with further
ongoing monitoring.

Outcome:

We were satisfied with the quality of responses and noted that several fund managers had engaged
with the company and/or medical experts. What we took away is that while the situation is tragic

and there is a risk to the reputation of Reckitt Benckiser, the scientific evidence does not necessarily
back up the outcome of the court case and that Reckitt Benckiser will appeal the verdict. For the time
being, most fund managers continue to have conviction in the stock, but one fund manager has sold its
position in the company. We will continue to monitor the situation and engage again if necessary.
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Internal case study

Company: Ashtead

Theme:
Engaging and voting on remuneration

Issue summary:

Remuneration is a topic we often focus on when voting and engaging, as we believe in the importance
of correctly aligning the interests of management and shareholders. In previous years, Ashtead has
seen high levels of shareholder dissent regarding remuneration votes, and we have reported on this
and our approach in earlier stewardship reports.

Objective:
Participate in company engagement regarding remuneration, to help ensure our views as shareholders
are considered and the remuneration policies are aligned with shareholder interests.

Action:

We engaged with the company prior to the AGM, who contacted us as part of their remuneration
consultation. Engaging gave us a chance to hear rationales and provide our feedback, which was
taken into account by Ashtead’s final policy. Ultimately, we voted in favour of amendments to the
remuneration of Ashtead’s executive management, against the recommendations of Institutional
Shareholder Services (1SS), our proxy voting provider.

Outcome:

We were encouraged by the fact that Ashtead had engaged a significant proportion of its shareholders
and appreciate the challenges it faces in recruiting and retaining talent as a U.S.-based company listed
in the UK, where remuneration is somewhat more modest. The engagement has given us confidence
that the new policy brings remuneration levels more in line with U.S. peers, and we believe it is positive
for shareholder value creation. This helps with talent retention, while maintaining a strong degree of
shareholder alignment through long-term incentives.
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Collective investment funds

Because of the nature of our business, many of our
clients own a combination of third-party funds and
direct equities. As a responsible investor, we believe
that stewardship must extend beyond our direct
investments and into the funds we own as well. When
we have engaged with fund managers on ESG issues,
these often focus on ESG integration practices, whether
they are industry leading or falling below average. We
may also speak to them about their own engagement
activity and reporting.

Investment Trusts

As a listed collective investment, investment trusts

act as a third-party fund in their investment activities
but are set up as a company with a board of directors,
AGMs and the potential governance issues that come
with such a structure. We are significant owners of
many of the UK’s largest investment trusts. Therefore,
and as highlighted in the previous voting section, our
influence can be great. As a result, for the second year
running, we reached out to our largest holdings at the
end of 2023 in an engagement campaign on governance
expectations. The letter resulted in a number of
engagements with investment trust boards over the
course of 2024, and subsequently the building of better
relationships.

Controversy tracking

With respect to third-party funds, our primary method
of monitoring the activities of such entities is through
our controversy tracking initiative. This enables our
specialist global manager research analysts to work
with the managers of our approved list funds, to help
ensure that companies to which we are indirectly
exposed are being correctly monitored and engaged
with where appropriate. We receive inputs from
Sustainalytics, other reputable news outlets and on
an ad-hoc basis from members of our Sustainable
Investment Advisory Group who are tasked with
providing feedback on our controversies process and
monitoring the tracking and decision-making. We
may also on occasion engage on controversies based
on feedback from our investment managers, who
represent the client voice.

In 2024, our process highlighted seven controversies
that we felt warranted further engagement. In total,
we contacted 27 fund managers to confirm their
awareness of the issue, rationale for continuing to
hold the company in question, engagement efforts
and next steps. These controversies represent real-
world issues that have the potential to affect not only
investment returns but wider society. These include, for
example, supply chain transparency, plastic pollution
and bribery allegations. Through this process, not only
do we encourage better outcomes for the underlying
companies, but we also effectively monitor funds’ ESG
and stewardship processes.

It is not just a case of simply highlighting controversies
to fund managers. Our Global Manager Research team
requests detailed responses from managers, explaining
their position on the controversy, any engagement
work they are undertaking and any impact it might
have on the rationale for continuing to own the stock.
Some responses have been exceptional, whereas some
have been lacking in detail, which has led to further
interactions with management to express our concerns
and suggest improvements to processes.

Engaging with asset managers

In 2024, we were very active in monitoring the asset
managers with whom we work. Over the year, a number
of asset managers have withdrawn from collaborative
initiatives such as Climate Action 100+ and the Net
Zero Asset Managers Initiative. As members of

Climate Action 100+ and firm believers in the value

of collaborative engagement, we reached out to the
asset managers to whom we are exposed to better
understand their rationales.

Once again, in 2024, we carried out our climate
engagement project using the Transition Pathway
Initiative (TPI) dataset to identify companies not
aligned with the goals of the Paris Agreement.
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Internal case study

Company: UnitedHealth Group

Theme:
Data security

Issue summary:
Earlier in 2024, UnitedHealth’s subsidiary Change Healthcare suffered an unprecedented data hack,

which saw private patient information, such as medical data and payment information, stolen by
hackers.

Objective:
We used our controversy tracking process to understand how third-party managers were dealing with
this issue and if they have engaged with the company.

Action:

As investors via our third-party funds, we engaged with fund managers who hold UnitedHealth Group
to assess how they are monitoring the company’s response. We reached out to a total of six fund
managers, and as we have come to expect, they all responded.

Outcome:

We learned that one fund had sold the holding earlier in the year. The general consensus among the
others was that the disruption the data breach caused to the highly complex U.S. medical industry

was severe, and may have led to some customers diversifying by using another provider alongside
UnitedHealth. However, given the low level of revenue that Change Healthcare contributes to its parent
company UnitedHealth, the overarching investment thesis for the stock remains intact. A couple of

the responses lacked sufficient detail and one quoted out-of-date information. As a result, further
discussions were conducted with managers, and expectations of higher standards were communicated.



10 | RBC Wealth Management UK & CI

Internal case study

Company: Multiple asset managers

Theme:
Monitoring of Climate Action 100+ members who withdrew from the initiative

Issue summary:

Over the course of 2024, some asset managers announced they had left Climate Action 100+. Whilst
the number of entities represented a small proportion of remaining members, their numbers and AUM
alone were not insignificant and we felt it was important to speak to those whose funds we hold for our
clients.

Objective:
To understand the rationales behind the departures, so as to identify trends and any red flags if they
did exist, and discuss the impact of departure on climate stewardship.

Action:

We communicated, via email or in person, with a number of asset managers as departures were
announced over the year. We explained to them that, given our position as their client, we wanted

to ensure that the interests of our own clients were being considered and protected. We questioned
not only the rationale for leaving CA100+ but also their commitment to other initiatives that they
were a part of. The discussions were held on a confidential basis, so as to help ensure a constructive
dialogue and get the most accurate reflection, which could be translated into our own monitoring and
investment decision-making processes.

Outcome:

We heard various reasons for leaving, which included misalignment of values and philosophy, legal

and regulatory concerns, and enhanced in-house capability. While we gained a deeper appreciation

of the issues the asset managers might be facing, and how they came to the decision to depart,

we did not identify any red flags with the initiative itself and continue to see its value. While we

remain nonprescriptive in terms of which initiatives our managers choose to join, we reinforced our
expectations for them to maintain high standards of stewardship and showcase their efforts to address
systemic issues, such as climate, using all possible levers at their disposal.



Responding to systemic risks

Systemic risks pose a threat to an entire industry

or system, such as the financial system, or even the
economy as a whole. Our extensive and ongoing
macroeconomic research allows us to identify these
systemic risks, both existing and future, which can be
slow-building or acute in nature.

2024 was another challenging year for investors
globally. The world was once again buffeted by
economic, geopolitical and weather-related shocks,
which, coupled with the number of national elections,
created challenging conditions for investment. There
were, and still are, many sources of uncertainty and
stress for the markets. These include multiple ongoing
conflicts, extreme weather events and subsequent
volatile energy prices. As investment managers, it is our
job to position portfolios to best protect, and grow, the
value of our clients’ assets.

We consider that we are well placed to respond to
these risks from an investment point of view, by
adjusting our internal asset allocation and stock
selection accordingly.

Our Asset Allocation Committee meets monthly to
review the current market and geopolitical situations
and where necessary or prudent, alters our tactical
asset allocation in an effort to position portfolios to
maximise risk-adjusted returns. The Asset Allocation
Committee will take into account issues such as those
listed above, alongside more acute shocks and longer-
term risks. This past year has seen the Asset Allocation
Committee increase exposure to gold and government
debt and reallocate some of our equity exposure
geographically in response to changing market
dynamics.
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A vital part of stewardship is the promotion of a
well-functioning financial system. The separation of
ownership from management has the potential to
create conflicts of interest, especially considering the
misalignment of priorities, where management usually
has a shorter time horizon than shareholders. Our work
on governance, as outlined throughout this document
and specifically in the next section, promotes the
transparent running of companies. For example,
aligning the compensation of management with longer-
term company performance, or even sustainability
metrics, can help to remedy, at least in part, this
conflict.

We understand that as an asset manager, we don’t exist
in isolation, and stewardship is not just about votes
and company engagement. Therefore, we are very
aware of different market dynamics and, where needed,
actively engage in dialogue with policymakers through
our industry association memberships. We attempt

to contribute towards making the UK market more
competitive, while maintaining its integrity and world-
leading standards, and balancing the risk to investors
and society from corporate failures.

Where appropriate, RBC Brewin Dolphin will contribute
to the policymaking process for the benefit of our
clients and their long-term interests. For example, this
year we hosted other wealth managers for a roundtable
with the Financial Reporting Council to provide
feedback on proposed changes to the UK Stewardship
Code, and contributed to a consultation from the

PRI. We also continued our work with the Investment
Association Stewardship Committee, FRC’s Stakeholder
Insights Group and various PRI Reference Groups,
feeding into consultation responses and responding
ourselves directly when needed.
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Our stewardship priorities

Reacting to company-specific controversies and
engaging around AGMs are important parts of
stewardship, and go hand-in-hand with proactive
engagement on key, systemic issues. Such issues, for
example climate change or diversity, often require
working with others over years to help correct market
failures and reduce risks. We consider this important
for protecting and enhancing the value of our clients’
assets, a key objective of our stewardship programme.

Over the past few years, a number of ESG issues have
come to the forefront, affecting our investments and
clients in various ways. However, our resources are
not infinite and trying to address every single issue
or controversy is not the most effective means of
promoting and supporting change. This has led to the

development of our four stewardship priorities, through

which we can prioritise engagements to maximise the
positive benefits we can achieve.

Climate

In 2024, events linked to climate change were, once
again, one of the biggest threats we faced. Wildfires,
floods and unprecedented heat waves, even compared
to the year before, caused disruption not just to daily
life but also to companies. Risks posed to businesses
may play out in lower returns to shareholders, as
companies must budget more for insurance or

adapt to changing regulation or customer demands.
Compounding these issues, little progress was made at
the COP29 UN Climate Change Conference in November
2024.

Supporting the transition to a low-carbon economy
remains a key priority for our stewardship work.

We have carefully considered climate-related votes
at AGMs since the development of our responsible
investment approach in 2020. In 2024, we published
our first Taskforce for Climate-Related Financial
Disclosures (TCFD) report and developed internal
guidelines to help us assess climate transition plans
put forward to company shareholders for a vote.

Our programme of proactive engagement focuses on
four broad themes that, in our view, encompass the
most material ESG issues and most pressing systemic

risks.

As part of our work on our stewardship priorities,

we have developed a climate and nature watchlist.
Through our analysis, we have prioritised engagement
with companies responsible for 59% of our directly
held financed emissions in 2024. This has taken the
form of extensive research into each company’s
current situation and future goals, and the plan they
have in place. Our aim is that each company on

our watchlist, and eventually all companies where
climate is a material risk, will have a credible climate
transition plan. Furthermore, we expect these plans

to incorporate their approach to nature, on the
understanding that nature and climate are inextricably
linked issues.
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Internal case study

Company: Multiple third-party funds

Theme:
Paris Agreement Alignment

Issue summary:

Climate change is one of the biggest challenges facing our investee companies. We are cognisant of the
potential risks involved if no action is taken and how this might affect the value of our clients’ assets.
For the past three years, we have engaged with our external fund managers regarding their exposure to
companies and the actions (or lack thereof) such companies are taking with respect to climate change.

Objective:

To question our third-party fund managers on their exposure to companies not showing as aligned
with the goal of the Paris Agreement, according to the Transition Pathway Initiative (TPI1)". This goal
aims to keep global temperature rises to 1.5°C, to avoid the worst effects of climate change. We want
to understand their views on the risk this mis-alignment poses, as well as explore their approach to
climate stewardship in more general terms.

Action:

Using the TP1 and via our fund managers, we identified our indirect exposure to companies flagged

as ‘not aligned’ with the goal of the Paris Agreement. We reached out to 44 fund houses, covering

103 funds, which hold approximately 96 companies showing as not aligned. We asked managers to
comment on various parts of their process, including how they have assessed the attempts of these
companies to reduce emissions and the financial implications of failing to comply with global pledges.

We were pleased that all fund managers responded and we identified the need to escalate our concerns
with the fund managers scoring the lowest marks and push for a better, more thorough approach.
Throughout the year, we held further meetings to provide feedback to managers and question them
further on their approach. These meetings provided deeper insights into how resources, such as large
stewardship teams, can sometimes mask superficial efforts, compared to genuine commitment from
smaller teams with less resources. We also explored challenges in integrating climate concerns at the
fund level when firm-wide standards are lacking. We observed the defensive nature of some climate
policies versus more proactive, belief-driven approaches. Importantly, these meetings allowed us to
challenge managers that are lagging compared to their peers, and encourage more robust climate
stewardship practices.

Outcome:

As an ongoing engagement campaign, this will be repeated in 2025. What we have learned from this
work is where strengths and weaknesses lie among our external fund managers, and have gained some
new insights into some of the companies highlighted as being not aligned by TPI.

1) The Transition Pathway Initiative (TP1) is a global, asset owner-led initiative which assesses companies’ preparedness for the transition to a low-
carbon economy.
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Company: Vale SA

Theme:
Mining giant aims to rebuild trust through enhanced risk oversight

Issue summary:

Vale is a diversified global mining company, headquartered in Brazil, producing iron ore, nickel, copper,
coal, and other minerals and metals. We have engaged the company consistently in the last 2 years on
the remediation and mitigation efforts following the catastrophic tailings dam collapses at Brumadinho
in 2019 and Samarco in 2015. Both tragedies resulted in loss of life, environmental damage, and
widespread community impacts.

Action:

We met with Vale’s Climate and Social lead this quarter. We spoke about how the company is improving
its risk management practices and, crucially, what Vale is doing to restore its social license to operate.
We also asked for an update on its victim compensation. Vale has been prioritizing the elimination of
its highest-risk tailings dams, while building out new global safety standards. The company is making
progress on compensating victims and restoring communities, though the Samarco reparations process
remains complex, with lawsuits still threatening the company’s bottom line. On the environmental
front, Vale is taking firm steps towards net-zero, announcing $6-8 billion in investments to achieve its
Scope 1and 2 emissions targets and is evaluating approaches for Scope 3 emissions.

Outcome:

While Vale still has significant work ahead, we appreciate the openness of our dialogue and the
company’s intent to learn from the disasters. Enhancing governance transparency, tightening safety
oversight, and prioritizing environmental resiliency are crucial to regaining investor confidence. In our
view, Vale’s community engagement and victim compensation programs will be critical to fully restore
its social license. Proactive management of emerging legal cases and social risks will remain an area of
focus for the company. We will continue monitoring Vale’s progress through ongoing engagement.

1) This, and all subsequent Engagement Provider case studies featured in this Report have been written by Columbia Threadneedle reo® and as a
result any reference to we/our/us refers to Columbia Threadneedle reo®, not RBC Wealth Management UK & CI. All actions, opinions and statements
made in the featured Engagement Provider Case Studies are those of Columbia Threadneedle reo® and not of RBC Wealth Management UK &

Cl. While information presented in this Engagement Provider Case Study is believed to be factual, its accuracy is not guaranteed by RBC Wealth
Management UK & CI.
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Company: Waste Connections Inc

Theme:
Addressing environmental stewardship: emissions, recycling and PFAS management

Issue summary:

Waste Connections (WCN) is the third-largest waste manager in the US, with a large presence in

rural America. It has a key role in enabling a circular economy and mitigating environmental impacts
like emissions and plastic pollution. In light of these environmental risks, we engaged with the VP of
Engineering & Sustainability to discuss WCN?s net zero strategy, recycling initiatives, and approach to
managing PFAS (Per- and polyfluoroalkyl substances) exposure.

Action:

We were keen to assess the company’s emissions management strategy, including their view on
expanding their Renewable Natural Gas (RNG) processing capabilities. We were interested to learn
that WCN is exploring technologies to better model and capture fugitive emissions from landfill. It is
also spending aggressively on RNG facilities for enhanced biogas generation. We discussed earnings
opportunities available from recycling, as well as PFAS related regulations expected to be enforced
in the US. While WCN’s lack of ambition on recycling may prove to be a missed earnings opportunity,
we still expect some focus here with enhanced recycling goals due to previous targets not having
factored in the increased use of recycling robots or developments at new facilities. In light of this,
more quantitative data on its emissions reduction roadmap as well as recycling efforts would be
welcome. Finally, WCN intends to process at least 50% of its leachate (ie contaminated water in solid
waste landfills) on site which is likely to position them well given pending legislation on wastewater
and the Comprehensive Environmental Response Compensation and Liability Act. It is encouraging
to note that they are also partnering with wastewater treatment plants and vendors on the use of
foam fractionation technology in order to improve PFAS management. We believe this is a potential
commercial opportunity for the company and will monitor its progress.

Outcome:

In our view, an ambitious environmental strategy could benefit WCN in meeting their public climate and
recycling commitments as well as developing new revenue streams. WCN expects to achieve its climate
targets through enhanced modelling, the capturing of fugitive emissions, and the electrification of their
fleet. RNG facilities are also expected to enhance revenues & generate carbon offsets. Their expansion
of their recycling offering is currently muted, but we will continue to encourage greater ambition,
especially once US Extended Producer Responsibility regulations are enforced. WCN is unique in setting
targets on leachate treatment on-site we will monitor progress on this with great interest.
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Company: Procter & Gamble Co

Theme:
Innovations in sustainable product design, but questions remain

Issue summary:

Procter & Gamble (P&G) is a multinational consumer goods company specializing in a wide range of
personal health, personal care and hygiene products. As a leading consumer goods company, P&G faces
significant environmental challenges, including climate change, plastic waste, and deforestation risks in
its supply chain. We engaged with the company to understand its strategies for addressing these issues
and promoting sustainable practices.

Action:

We attended P&G’s ESG investor update, led by the CEO, CFO, sustainability, and legal leads, to review
progress on a range of material topics, including plastics, deforestation, and climate change. The
company presented examples of embedding sustainability into product design, such as dissolving
facial tissues and low-temperature, dry detergent pods, which can help reduce energy, water use, and
greenhouse gas emissions during use. P&G also discussed its efforts to address plastic waste, including
conducting a life-cycle assessment of its plastics sourcing and finding considerable advantages for
recycled materials. However, the company acknowledged challenges in securing sufficient volumes of
recycled materials. On deforestation, P&G stated that it is engaging with suppliers and is confident in
complying with the new European Union deforestation regulation, although specific details were not
provided.

Outcome:

It was positive to note that product development is providing a range of improvements through
substitution and light-weighting, contributing to reducing environmental impacts. However, we have
concerns over the effectiveness and scalability, particularly regarding securing sufficient recycled
plastic feedstock and assessing nature impacts from plastic pollution. For a company highly exposed

to deforestation risk, we would have welcomed more detail on its assessment of coming regulation.
While the company update was welcome, we plan to engage on the details of its strategies and progress
in addressing these critical environmental issues. Nonetheless, P&G demonstrates a commitment to
sustainable product design and responsible sourcing practices.
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External Fund Manager Case Study'

Manager: Trium Capital LLP
Fund: Trium ESG Emissions Improvers Fund
Asset class: Alternatives

Company: Saint-Gobain

Theme:
Sustainable products & Regulatory advantage

Background:

Compagnie de Saint-Gobain (SGO) is a leading global producer and distributor of sustainable and light
construction materials, including insulation, flat glass, plasterboard, roofing, mortars, construction
chemicals, and other building materials.

The company’s products enable energy and resource efficiency in buildings. Saint-Gobain’s energy-
efficient and recycled building materials leave the company well-positioned to benefit from regulatory
and customer support promoting the decarbonisation of buildings.

Objective:

Engage with Saint-Gobain to further understand the impact of their products on a building’s life-
cycle emissions and performance, and how they can fully benefit from the EU Green deal in sales and
valuation.

Action:

We began our engagement with Saint-Gobain in September 2019 by meeting with the sustainability
team. Between 2019 and 2024, we met with CEO Benoit Bazin and CFA Sreedhar Natarajan several

times individually and at investor conferences. We also joined Saint-Gobain’s Capital Markets Day in
October 2021, where the management introduced its new strategy. We were also invited to an ESG call
organized by management in February 2022, and in 2023 we joined the field trip at two of the company’s
production plants and its R&D innovation centre.

Outcome:

We were interested in discussing Saint-Gobain’s sustainable products and their impact on a building’s
life cycle emissions and performance. One sustainable solution we discussed with management was the
environmental footprint of using glass in high buildings. This was an area of interest for us as glass can
have a lower environmental footprint than steel and concrete if it is used in the buildings as specified.

Following our discussion, as the CEO assured us, the management of each segment introduced many
examples of sustainable solutions, which in total, account of 72% of the group’s sales during the last
Capital Markets Day.

Additionally, we are interested in how Saint-Gobain and its sustainable products can fully benefit from

the EU Green Deal. We believe Europe can be a leader in sustainable buildings, and European countries
will be able to prevent “carbon leakage” due to imported building products. We discussed this vision with
Saint-Gobain and focused on which regulatory changes are the most important. We also discussed how to
stimulate demand for environmental products and increase awareness of best practices.

Overall, we are pleased with our conversations with management so far and will continue to discuss these
topics in 2025.

1) This, and all subsequent External Fund Manager Case Studies featured in this Report has been written by the Manager named in each case
study, and as a result any reference to we/our/us refers to the Manager, not RBC Wealth Management UK & Cl. All actions, opinions and statements
made in the featured External Fund Manager Case Studies are those of the respective Manager and not of RBC Wealth Management UK & CI.
While information presented in each External Fund Manager Case Study is believed to be factual, its accuracy is not guaranteed by RBC Wealth
Management UK & Cl.
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External Fund Manager Case Study

Manager: Ninety One
Fund: Global Environmental Fund
Asset class: Equities

Company: Schneider Electric

Theme:
Decarbonisation - resource efficiency & electrification

Background and Objective:

Schneider Electric provides energy-management and industrial-automation solutions, playing a

key role in the efficient buildout of data centres. It supports the global shift toward electrification,
decarbonisation, and digitalisation through its EcoStruxure platform. In 2024, Global Environment
portfolio managers Deirdre Cooper and Graeme Baker, alongside sustainable equity analyst Yuxin Lin,
engaged with Schneider’s chairman to assess progress on the company’s Scope 3 emissions targets and
its alignment with SBTi goals.

Action:

Schneider recently set an ambitious goal to cut its top 1,000 suppliers’ CO emissions by 50% by 2025.
While commendable, we sought clarity on feasibility and accountability. The chairman highlighted that
each target is backed by concrete plans and that achieving them is a long-term priority. Importantly,
Schneider ties these targets to financial incentives:

+ Along-term incentive plan for 60,000 employees is linked to meeting Scope 3 targets, with financial
repercussions for underperformance.

+ The CEO’s variable compensation includes a 20% weighting to Schneider’s sustainability impact
score, which is reported quarterly.

We view this remuneration linkage as best practice for achieving science-based targets. Additionally,
the chairman confirmed that rather than severing ties with underperforming suppliers, Schneider will
support them in improving their carbon profiles.

We also stressed the importance of carbon avoided as a key performance indicator (KP1) and
encouraged Schneider to enhance disclosures on the drivers of this metric. This KPI is critical to our
investment case, as Schneider’s growth is underpinned by demand for its decarbonisation solutions.

Outcome:

This engagement reinforced Schneider’s strong commitment to its environmental goals. We believe its
approach—linking sustainability to financial incentives and engaging across its supply chain—is best-in-
class. We will continue to monitor its carbon avoided disclosures and delivery against SBTi commitments
to ensure progress remains on track
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External Fund Manager Case Study

Manager: BNY Mellon
Fund: BNY Mellon Sustainable Global Dynamic Bond Fund
Asset class: Fixed income

Company: Cemex

Theme:
E - Climate transition risk and net zero strategy

Issue summary:

Cemex is a significant GHG emitter and has significant exposure to climate risks. It has set ambitious
2025 emission reduction targets and signalled willingness to discuss scaling down coal usage. Being

in an industry that is emissions-intensive, the company’s business model is exposed to transitions
risks and opportunities and are important strategic priorities for business resiliency and the long-term
success of the company.

Objective:
Increase stringency of 2025 emission reduction targets and provide clarity on a target date for scaling
down the use of pet coke and coal.

Action:

The company is exposed to coal consumption and other energy-intensive fuels like pet coke. It

is challenging to bring this exposure down and will take a few years. It has an ambition to use a
significant number of alternative fuels in their energy mix by 2030 at the expense of coal or pet coke.
We encouraged the company to keep focusing on replacing pet coke and coal as this could have sizable
impact on emissions.

We also encouraged the company to increase the ambition around the 2025 emission-reduction target
that the company has already achieved.

Outcome:

On both points, the company acknowledged our arguments but highlighted that target setting is a
complicated exercise that involves multiple factors, and they are comfortable with the current challenging
nature of their targets without making the transition plan a race towards unrealistic targets. This is a
continuous discussion.
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External Fund Manager Case Study

Manager: Nuveen
Fund: Global Real Estate Carbon Reduction Fund
Asset class: UCITS Public Real Estate

Company: AvalonBay Communities, Inc.

Theme:
Climate Risk Management

Issue summary:

Buildings owners are exposed to material climate-related transition risks, or the financial and
operational challenges stemming from a shift towards a low-carbon economy. This includes increased
costs for upgrading properties to meet increasingly stringent energy standards, potential regulatory
penalties for non-compliance, and market risks as properties that fail to meet new standards may lose
value or attractiveness to tenants.

On the other hand, the energy transition also presents opportunities that offer financial and
competitive advantages to property owners, in addition to risk mitigation. Green building projects may
unlock financial incentives, which can offset initial investment costs and lead to long-term savings

for property owners. Furthermore, energy efficiency improvements can decrease utility bills, reducing
operating costs for tenants. Additionally, these enhancements can improve a company’s market
positioning and reputation, and future-proof against regulatory changes to improve a portfolio’s long-
term viability and resilience.

Objective:

To maintain property value and competitiveness, it is essential that REITs proactively monitor their
portfolios’ exposure to transition risks and opportunities and integrate findings into their decision-
making processes. Nuveen believes that doing so will best position companies to manage risks and
reduce emissions, while improving their bottom line.

Action:

AvalonBay Communities, an owner of apartment buildings in the US, is a property owner that has
recognized the climate-related risks and opportunities their portfolio faces and begun to assess and
integrate them into their business planning. Nuveen engaged with AvalonBay in 2024 to encourage the
company to further assess, monitor and disclose its portfolio’s exposure to transition risks, building on
historical assessments. In particular, we expressed interest in seeing market-level risk exposure and
additional disclosure surrounding how these assessments inform capital allocation decisions.

Outcome:

AvalonBay’s most recent reporting provides additional detail on its process of identifying and assessing
new or emerging regulatory, technological, market-related, and reputational climate-related transition
risks. This process analyzes its portfolio’s exposure to asset stranding risk and regulatory risk to inform
the company’s mitigation strategy, capital planning, and investment decisions. These improvements
demonstrate enhanced transparency and AvalonBay’s commitment to systematically manage climate-
related transition risks, more closely aligning with our expectations.



Nature

Nature, as a subject, encompasses issues such

as biodiversity loss, deforestation and ecosystem
disruption. The destruction of natural habitats has
pushed many species to extinction, altering delicately
balanced ecosystems. With more than half of global
gross domestic product (GDP) dependent on nature in
one way or another as of 20231, the loss of species and
natural environments pose a systemic risk to the global
economy.

Nature Action 100, a collaborative engagement initiative
of which we are part, cited a 2021 World Bank report
that estimates that protecting nature could avoid a
global GDP decline of $2.7 trillion? annually by 2030.
Given this importance, understanding nature-related
risks and opportunities should be a priority for long-
term investors. Our nature-related work this year has
included the analysis of our holdings. Understanding
how we are exposed to high-risk sectors, from both an
impact and dependencies perspective, is a concrete
way of determining how and when to engage.

Furthermore, we have made progress with our Nature
Action 100 work. Following the release of Nature Action
100’s inaugural benchmark assessment, we analysed
the results for the three companies that we work with.
The below case study details our work with Costco via
our engagement group, and we have also initiated our
engagements with Nestle and Unilever, with whom we
are engaging on an individual basis.

1) https://www.pwc.co.uk/press-room/press-releases/more-than-half-of-global-gdp-is-exposed-to-material-nature-risk-.html
2) https://www.worldbank.org/en/news/press-release/2021/07/01/protecting-nature-could-avert-global-economic-losses-of-usd2-7-trillion-per-year
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Internal case study

Company: Costco

Theme:
Nature and biodiversity

Issue summary:

As a member of Nature Action 100, we are part of the engagement group for Costco, the world’s third-
largest retailer. The initiative brings together 230 investors with over $230 trillion in AUM, and targets
100 companies in sectors with significant impacts and dependencies on nature.

Objective:

The goal of Nature Action 100 is to support greater corporate ambition and action on tackling nature
and biodiversity loss. The objective of our engagement with Costco is to encourage them to enhance
their existing approach to nature loss, including assessments of their supply chain and setting targets
where appropriate.

Action:

Our engagement group has met several times throughout the year, undertaking research into how
Costco is approaching nature, their ambition, governance and disclosures so far, using the Nature
Action 100 benchmark assessment as an input. We had our first meeting with the company during the
year to establish the relationship and have also exchanged a number of emails.

Outcome:

We see this as a multi-year, ongoing engagement as the changes we believe are necessary will take
time to implement. However we are encouraged by the drive of our engagement group, the access to
the company that some of them already have and the responsiveness of the company so far. As a small
shareholder in the UK, access to such a large U.S. company would have been most likely impossible
without the backing of Nature Action 100.
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Company: Costco Wholesale Corp

Theme:
A holistic approach to sustainability risks

Issue summary:

Costco is an American multinational corporation operating in over 800 locations. As a major retailer
with a global supply chain, Costco faces various environmental and social risks, including climate
change, deforestation, and labour standards issues. We engaged with the company to understand its
strategies for mitigating these risks and ensuring responsible business practices.

Action:

We spoke with Costco’s investor relations directors about how the company manages social and
environmental risks in its operations and supply chain. The discussion covered topics such as climate
risk assessment, supply chain monitoring, and board oversight of sustainability issues. Costco
highlighted its comprehensive supply chain risk assessment and monitoring processes, which involve
internal teams and third-party auditors taking a risk-based approach. The company is involved in
initiatives addressing modern slavery in various industries and has implemented additional age
verification measures following recent cases of child labour in the U.S. market. Finally, we also
discussed Costco’s efforts to integrate sustainability aspects into purchasing practices, such as
collecting greenhouse gas data from suppliers, addressing deforestation and human rights issues, and
improving traceability in commodity supply chains.

Outcome:

Costco’s sustainability program appears well-tailored to the risks it faces, with a holistic approach

to managing environmental and social issues across its operations and supply chain. However, we
encouraged the company to provide additional reporting on the relative investments and contribution
of energy efficiency measures in its climate transition plan. While the board receives briefings from the
sustainability director, we suggested further exploring ways to strengthen board oversight and exposure
to sustainability issues. Overall, we believe that the company is responding well to risks but we would
encourage further integration into purchasing practices and a focus on identifying nature-specific
metrics.
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External Fund Manager Case Study

Manager: Liontrust Fund Partners LLP
Fund: Liontrust Sustainable Future Global Growth 2 Acc
Asset class: Equity

Company: Trex, Inc.

Theme:
Nature

Background:

Trex manufactures non-wood decking and railing products from waste wood fibres and recycled plastic,
upcycling 400 million pounds of plastic each year from post-consumer waste. Although the products
mimic wood, they require less maintenance and last longer. Since investing in Trex, the team has had
several discussions with the company about the opportunities for improved circular practices, mainly
related to its considerable and vertically integrated plastic recycling facilities.

However, in 2024, the team wanted to learn more about the sourcing of its wood fibre. The waste
wood used in Trex’s products comes from several streams, including lumberyards, sawmills, flooring,
and cabinet makers. The company stated in its sustainability reporting that it sources a significant
percentage of wood fibre from suppliers whose wood products are certified by leading forestry
management organisations, but did not provide further details or proportions.

Objective and Action:
To better understand the company’s wood sourcing practices, ensure that wood fibre is from certified
sources, and encourage improved reporting of the proportion of reclaimed wood from certified sources.

Following a meeting with the CEO in January, the team set up a meeting with Trex’s VP of Marketing

and ESG Development and the company’s Sustainability Manager for a more detailed discussion

on its sourcing of reclaimed wood, among other sustainability topics. At the meeting in March, the
company reiterated that it believed much of its reclaimed wood comes from certified sources, but it
could not provide the percentage as this wasn’t known. The team encouraged the company to confirm
with suppliers and requested more information, including the proportion of wood fibre from certified
sources. In the meeting, Trex committed to investigating this with a view to providing this information.
Trex explained that in addition to lumberyards and furniture makers, some of the waste wood it sources
comes from orchards after trees are cut down at the end of their fruitful life, which are often otherwise
burned or composted.

Verdict:

In June, Trex published its latest sustainability report, where it reported the proportion of waste wood that
is from certified sources; in 2023, of the wood shipments to its Virginia facility, 98% of reclaimed wood came
from certified sources, which gave us increased confidence in its sourcing practices and strong exposure to
the sustainable investment theme of delivering a circular materials economy.

Now that the team has this information, it is following up on other aspects related to wood fibre sourcing

to understand whether the company plans to track this for its other facilities, to find out where the small
percentage of uncertified wood fibres are from, whether they could be certified over time or if Trex is
considering changing suppliers to have a fully certified supply chain. The team would also like to know more
about the certifications used by its suppliers, for example, the proportion of wood fibre certified by FSC and
other certifications such as PEFC.

This engagement has been useful in ascertaining the risks and opportunities from Trex’s wood fibre sourcing
practices, giving us greater confidence that the company is managing this topic well and continues to lead
the field in its use of upcycling materials. Overall, the company’s sustainability rating was maintained, and
the team added to the position in the funds opportunistically throughout the year on weakness.
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External Fund Manager Case Study

Manager: Baillie Gifford
Fund: Baillie Gifford Positive Change
Asset class: Equities

Company: Deere

Theme:
Accounting for and preventing biodiversity loss

Objective:
To raise awareness of the problem of biodiversity loss, to encourage the development of new and
impactful products to address the challenge, and to advocate for improved disclosure.

Engagement:

We first engaged with Deere on biodiversity loss in 2020. Since holding Deere in the portfolio, we have
spoken to the company about this issue on seven different occasions, across all company levels. At
first, our discussions were high-level and aimed to raise awareness of the challenge, however this has
developed into more nuanced discussions on the role the company’s precision agricultural tools could
play and its role in expanding access to mechanisation in emerging markets.

Through our meetings, we learnt of the trials Deere was undertaking to expand the use of cover crops,
which can enhance biodiversity and protect soil health. We discussed opportunities for supporting
carbon markets and sustainable farming practices. In 2024, we continued the conversation by
discussing ways to improve their Task Force on Climate-related Financial Disclosure reporting, drawing
upon learnings from the Task Force on Nature-related Financial Disclosure.

Outcome:
Over our engagements, we have seen the company go from disclosing a minimal awareness of biodiversity
loss to demonstrating a strong understanding of how it affects its key stakeholders.

As the company formalised its approach to ESG in 2020, we saw the integration of biodiversity loss as a topic
to be managed. In 2021, as the company started to focus more on impact reporting, we saw the inclusion of
biodiversity-related impacts from using their products, such as savings of agricultural chemicals through
See & Spray. This year, we saw Deere disclose its plans to undertake a CDP (Carbon Disclosure Project)
assessment of its biodiversity-related risks and opportunities (the CDP is an international not-for-profit
organisation that operates the world’s largest environmental disclosure system. Through this system,
organisations receive comprehensive assessments of their environmental impact and performance).
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Human rights

We believe a fundamental respect for human rights
should exist in every company, as set out in the United
Nations Guiding Principles on Business and Human
Rights. Human rights, put simply, are the basic rights
and freedoms that apply to all of us, and those that are
most relevant in a corporate setting include issues such
as modern slavery, child labour and working conditions.
Failings in protecting human rights can seriously harm
individuals and communities, and can lead to poor
staff and customer retention, directly and indirectly
impacting the success of a company. We have seen the
impacts of poor treatment of staff and communities

at a number of corporates, both on a human level and
reflected in the financial assessment of the company in
question.

Environmental issues are always prominent on the
stewardship agenda, but expectations on social
issues have also risen, along with a recognition of
their importance. We have found that even when
climate change seems to be the most material risk for
a company, other issues such as community relations
can come to the fore. The nexus of climate and human
rights is well documented and our work does not
operate in silos, but considers all relevant issues
across all topics.

The concept of a ‘just transition’, defined by the
International Labour Organization (ILO) as ‘greening
the economy in a way that is as fair and inclusive as
possible to everyone concerned, creating decent work
opportunities and leaving no one behind’, is a clear way
in which human rights, climate and nature intertwine.
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Internal case study

Company: Amazon.com

Theme:
Workers rights

Issue summary:

n the run up to its AGM, Amazon had been in the media for alleged workplace-related violations,
including anti-union coercion in their UK fulfilment centres. Two shareholder proposals had been
put forward at the AGM, requesting third-party assessments or audits on working conditions and the
company’s commitment to freedom of association and collective bargaining.

Objective:
As with all votes for companies within our voting process, our aim was to examine in detail the
proposals and determine if a vote for or against was in the best interests of our clients as shareholders.

Action:
We voted in favour of both requests. We felt that the reputational risk associated with poor employee
relations was material to the company. Furthermore, we decided that the additional disclosures would

be beneficial to shareholders, in helping to assess workplace safety and the overall treatment of
employees.

Outcome:

The resolutions received strong support with 31% of shareholders supporting both. Given this high
support, quite above the industry averages for shareholder proposals this year, we expect to see
management take this on board and provide the requested information to shareholders. In the event
that they do not, we will consider escalation at next year’s AGM.
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Internal case study

Company: Multiple

Theme:
Modern Slavery

Issue summary:

With human rights as one of our priorities, and with an increased scrutiny on companies around this
subject, we joined the Rathbones Votes Against Slavery initiative earlier this year.

Objective:

To assess the risk of non-compliance with the UK Modern Slavery Act, section 54, which requires
companies of a certain size to produce a Modern Slavery Statement. This statement must outline
the steps being taken by the company to identify and prevent modern slavery in its operations, must
be approved by the Board, reviewed annually and published on its website. Given the lack of legal
consequences for non-compliance, the initiative aims to identify and highlight non-compliance,

citing the importance for investors and introducing the possibility of escalation for continued non-
compliance.

Action:
We compared Rathbones’ comprehensive list of companies assessed with those in our own nominee

and voting process. After conducting our own due diligence, we signed letters for two companies within
our voting process.

Outcome:

The engagement has led to an increase in the number of companies with compliant modern slavery
statements.
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Company: Adobe Inc

Theme:
Adobe’s leading approach to Responsible Al

Issue summary:

Adobe is one of the largest software companies in the world, offering a suite of products and services
used by creative professionals, businesses, and customers to create, manage, measure, optimise
content and experiences. Artificial Intelligence (Al) is embedded in many of its offerings and has the
power to drive greater innovation and monetization opportunities. With this in mind, their approach to
Responsible Al was high on our engagement agenda.

Action:

We held a dialogue with Adobe’s Investor Relations and General Counsel to learn more about the
company’s approach to Responsible Al. We asked about the company’s governance approach as well
as requesting further details on its impact assessment. We also discussed areas of biggest potential
risks and how the company approaches mitigating them. Several years ago, Adobe formed an Al ethics
governance committee which is responsible for conducting an Al ethics review every time an Al feature
is proposed. It involves identifying potential harm and bias and multiple tests to minimize and eliminate
these risks where possible. In order to measure the success of its efforts to mitigate Al bias or harm,
the company tracks the percentage of outputs that are categorised as harmful. Adobe provided context
about its Firefly tool (its generative machine learning model used in the field of design) which is trained
solely on its licensed assets in order to reduce copyright related risks. It also mentioned that a wide
variety of teams are involved in the oversight of testing to ensure diversity of perspectives are taken
into account. Beyond social issues, the risks on the environmental side in relation to Al are believed to
be more nascent. Nonetheless, the topic is addressed at the Board level when considering the potential
impact on its net zero commitment.

Outcome:

Overall, it is clear the company has been ahead of the curve on Responsible Al which presents a
revenue opportunity, competitive advantage, and the opportunity for proactive risk mitigation. We
were encouraged by the constructive dialogue, using the opportunity to better understand Adobe’s
leading approach. We will take some of these findings and outcomes into our internal Responsible Al
assessment framework as Responsible Al remains a key topic for 2024. Engagements such as these are
key for us to continuously evolve our understanding of how companies are thinking about Responsible
Al and to learn and share good practices as we encourage industry-
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Company: ArcelorMittal SA

Theme:
Engaging on worker safety after the deadly fire in Kazakhstan

Issue summary:

ArcelorMittal is the second largest steel-producer globally, with manufacturing facilities in 16 countries
and customers in 155. 46 of ArcelorMittal’s (MT) employees were killed in a fire at its Kostenko coal
mine in Kazakhstan which was triggered by a methane-gas explosion on October 28th, 2023. The
explosion is the most severe industrial accident in Kazakhstan’s independent history and triggered the
nationalization of all MT’s assets in the country, consisting of 8 coal mines, 4 iron ore mines and 1 steel
plant.

Action:

MT reached out to us following the accident to explain the remediation actions taken, and to outline
what went wrong along with the lessons learnt. We have previously spoken to the company about its
chequered safety record in Kazakhstan, as there have been consistent indications that the company

is not handling occupational safety effectively for example with 14 fatalities in 2022 and 4 fatalities
before October 2023. MT quickly outlined the remediation steps taken after the accident, including
providing immediate support for families, such as a payment equivalent to a 10-year salary, payment for
children’s education up to the age of 23 and repayment of all personal loans of the families impacted.
Regarding what went wrong, MT highlighted the “complex” geology of the region as well as the “risk-
taking culture” as exacerbating risks. We challenged the company on this, as these are in no ways risks
that we believe should have been outside of MT’s due diligence and safety reviews as it stands, we view
these two explanations as inadequate at justifying what went wrong, particularly considering the scale
of the accident and the endemic safety issues in the region. We requested evidence of how MT will
ensure that its 33,000 employees- who are now being transferred to a nationalized company - will not
be exposed to even worse work conditions. The company state they want to ensure a good legacy for
MT in the region, however this will be a challenge, with the Prime Minister of Kazakhstan stating on the
day of the disaster that MT is the “worst” investor in Kazakhstan’s independent history.

Outcome:

We are disappointed by the explanations provided by MT on what went wrong, particularly considering
the safety record in the region which should have provided ample warning of the need for significant
improvement on safety monitoring and procedures. MT state more information will be provided after
the ongoing third-party audit of the whole company’s safety practices is published, due in mid-2024. We
will re-engage the company on safety after its publication.
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Company: GSK PLC

Theme:
Diversity in clinical trials at GSK

Issue summary:

GSK is a global bio-pharmaceutical company which manufactures innovative medicines and vaccines.
Upcoming US regulatory requirements due to take effect in 2024 will push the industry to include
diversity planning in their trial protocol or justify why this is not necessary. In our view, being under-
prepared for this might result in novel drugs and therapies not being approved by the FDA, which poses
a very material risk to drug manufacturers and Contract Research Organizations (CROs). As part of our
diversity in clinical trials engagement project, we organized a call with GSK’s Senior Vice President of
Global Clinical Operations to learn more about the company’s work on diversity in clinical trials and
preparations for stricter regulation.

Action:

We discussed the upcoming regulatory requirements on diversity in clinical trials and how GSK
prepares for compliance. The company has a dedicated team that works on diversity in clinical trials,
which ultimately falls under the Chief Scientific Officer. While work on trial diversity costs time and
effort, GSK considers this a continuous learning curve for the company. They stressed that this is the
right thing to do for patients and communities and that financially, the cost of getting it wrong will be
more substantial. They also consider it a crucial part of their ambition to reach 2.5 billion patients

by the end of 2030. The company shared a number of insightful case studies, for instance on how it
works together with patient advocacy groups to assess and better understand patient needs as well as
increasing the availability of Decentralized Clinical Trials (DCT). Finally, GSK shared more insight into
how they collaborate with CROs, that they expect these to adhere to GSK’s third-party vendor rules and
that GSK is not interested in working with CROs who do not work on improving diversity in clinical trials.

Outcome:

The key take-away from this conversation was that diversity in clinical trials is increasingly
embedded in the company-wide strategy. GSK feels confident about their preparedness for regulatory
requirements, having made efforts to increase diversity in clinical trials for over 15 years. This is
evidenced by successful progress on their target to have 100% of 2023 phase 111 trials contain a
proactive strategy to enroll appropriately diverse trial participants, consistent with the disease
epidemiology. We consider GSK a leader in this space and will monitor further developments.
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Company: Koninklijke Philips NV

Theme:
A focus on human capital management and the quantification of access to health

Issue summary:

Philips is a Dutch healthcare conglomerate which offers a range of products across different business
divisions: diagnosis and treatment, connected care and personal health. Building on previous
engagements, we met with Philips’ Head of Sustainability and IR to discuss the 2024 proxy, human
capital management and Philips’ access to healthcare methodology.

Action:

We followed up on earlier conversations on human capital management as employee morale and
satisfaction has been negatively impacted by the ongoing corporate re-organization. We believe that
recent news that ASML is exploring further expansion in the Eindhoven tech-hub area in Netherlands
is a direct risk to Philips human capital, as technical staff at Philips could be enticed to ASML. We
therefore believe that retention should be a priority for Philips Executive leadership. Philips seemed
confident in their current focus on creating a culture of responsibility and maintaining high quality
standards while ensuring a positive and supportive culture. We reiterated our concerns on Philips’
access to health methodology which calculates how many lives the company has improved through its
products. Philips aims to improve the lives of > 1 billion people. In comparison, Siemens Healthineers’
access to health strategy strives for “260 million patient touchpoints” which we believe is a more
realistic target. Against a backdrop of increased regulatory focus on ESG claims and greenwashing,

we stated our concerns that the lives improved claim opens the company up for greenwashing claims.
Philips acknowledged our concerns while also sharing the challenges inherent to measuring health
impacts, something the wider industry also struggles with, as there is no universal metric and data can
be sparse. While there is no guarantee that Philips will change this framing, we were encouraged by
their reception of our concerns. We will continue the dialogue on measuring health impacts.

Outcome:

We have always been appreciative of Philip’s openness to our feedback, their reflections and insightful
answers. We shared our Human Capital Framework after the call, and have also been asked to
participate in the company’s stakeholder consultations on its 2030 supplier sustainability targets.
Having had a number of extensive conversations with Philips, we have been increasingly confident

in Philips? actions to effectively re-organize the business, learn from the past and begin restoring its
market position. Effective human capital management will depend on execution, but the Executive
Leadership team appears to be fully aware of this. We will continue to follow Philips’ reorganization
with great interest.
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Company: Amazon.com Inc

Theme:
Still reluctant to shed light on Responsible Al

Issue summary:

Amazon is a leading online retailer and web service provider that offers a range of products and
services to customers from electronic devices, media content and on-demand technology services. The
company is part of our Responsible Governance of Artificial Intelligence (Al) project as it uses Al across
its operations from personalised product recommendations, Alexa voice shopping, powered search

to optimization in the warehouse. It’s encouraging the company has also outlined Al opportunities
particularly how it is using Al to advance its sustainability goals from reducing packaging use to
identifying damaged items to prevent waste.

Action:

We had an in-person meeting to discuss the company’s approach to Responsible Al in further detail.
We gained further insight to the Board’s oversight and scope of responsibilities with respect to
Responsible Al. The whole Board is well aware of the interest in Responsible Al and the Nominating
Governance committee has oversight of the topic. It was encouraging to note that a few members of
the Board including the Lead Independent Director has policy experience which helps with monitoring
policies and regulations around Responsible Al. While there is no specific Responsible Al committee
as the company has various different use cases, there is a group of people from different disciplines
(including the Legal department) who provide their insight and views on the topic. The company also
states that it conducts risk assessments, although it did not elaborate further, stating that nothing

is currently publicly disclosed. We encouraged enhanced disclosure in order to support investors

in understanding the company’s approach more fully. We learnt that these risk assessments or
“vulnerability” mechanisms are not limited to cybersecurity and are designed to cover broader ethical
issues, although no specifics were divulged. Amazon has not disclosed any safety issues but asserts
that it is an iterative process and the company is conducting a significant amount of testing.

Outcome:

Amazon has made progress with its public commitments to Responsible Al such as the White House
Voluntary Al commitments signed in 2023. It has a Responsible Al policy and model scorecards that

is limited to Amazon Web Services but we are optimistic that there will be more disclosure on the
operationalization of Responsible Al principles beyond this division. This is important to enhance wider
customer trust and adoption to scale Al. We also encouraged publication of further information on

its human rights impact assessment process on Responsible Al, and the consideration of quantitative
impact measurements to demonstrate how its use of Al can drive sustainable outcomes. We will
continue to monitor progress on its Responsible Al framework and process.
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External Fund Manager Case Study

Manager: M&G
Fund: M&G Japan Fund
Asset class: Equities

Company: Keyence Corp

Theme:
Modern Slavery (human rights)

Issue summary:
M&G engaged with the Japanese electronics company on the theme of social disclosure with a focus on
modern slavery.

Objective:

Keyence Corp was identified as a candidate for engagement on modern slavery as it operates in an
industry of high risk and we were unable to find adequate information on how the company manages
this risk for us to be reassured that they have measures in place to mitigate this risk. Therefore, the
internal asset manager requested that the company reviews and provides information on its social
disclosure, with a specific focus on measures to prevent/manage instances of modern slavery within its
large and complex supply chain.

Action:
M&G met with management representatives from Keyence; M&G shared links to resources to aid with
improvements

Outcome:

Following meetings with management over a 15 month period, the engagement is considered a success
and the company has updated its disclosure relating to HRDD, has identified ‘forced labour, slavery and
bonded labour’ as some of their top risks, with some measures taken with suppliers.

Keyence is aware of the UK Modern Slavery Act and abides by the necessary disclosures relating to
this; the company’s Human Rights Policy was approved by the Board in 2022. In addition, the company
has introduced a human rights policy / guidelines for its suppliers, which is part of the supplier
agreement / contract. Any suppliers (including their subcontractors) found to be in breach will have a
set time window in which to address and remediate. If after the period they, or their subcontractors,
continue to be in breach of the guidelines the company will terminate the contract and stop working
with the supplier. Keyence engineers visit partner sites to ensure they are abiding by the supplier code
of conduct (conduct interviews with employees etc).



Governance

Good governance is the cornerstone of a well-run
company. Corporate governance encompasses the
structure, remuneration, transparency and generol
corporate behaviour of the board. Engagements

in this space can include issues such as board
diversity, remuneration policies, political lobbying or
independence amongst board members.

With strong governance expertise on our team, we are
well-positioned to identify poor governance practices
and engage in a thoughtful and knowledgeable manner
as showcased in case studies throughout this report.

Internal case study

Company: Hipgnosis Songs Fund

Theme:
Poor board oversight

Issue summary:
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Therefore, governance underpins all our engagement
and voting activities as a cross-cutting theme. Our
voting and monitoring processes are designed to
identify governance red flags. The relationships
developed by our analysts with their respective
companies often facilitate timely engagements.

Our engagements on severe governance failures, while
relatively rare, are prime examples of stewardship as a
means of protecting the value of our clients’ assets.

This has been an ongoing engagement that we reported on anonymously in 2023. Now complete, we
are able to disclose more details about our work. Over the course of the past two years, there had been
significant issues faced at the asset level (song royalties) compounded by poor oversight by the board.
Multiple engagements did not yield results, with a proposed sale of assets that we felt sure would

undermine shareholder value.

Objective:

Continued escalation with the board, including a refreshed board and trust wind-down.

Action:

As reported last year, we voted against the continuation of the trust, voted against board members
considered accountable for failure to represent our interests, and met with prospective replacement
board members prior to the AGM to assess skills and understand their approach. The board was
suitably refreshed, and we continued our dialogue with the new board members. 1n 2024, we supported
a proposal to accept a much-improved cash offer for the company, following a bidding war.

Outcome:

We are pleased to have closed this engagement. The refreshed board was able to deliver a wind-
down of the trust following a fairer offer for the assets, thus returning the best possible value to

shareholders.
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Internal case study

Company: Smithson Investment Trust

Theme:
Good governance, continuation vote

Issue summary:

Offering a continuation vote at an AGM is considered good practice for investment trusts, giving
shareholders the opportunity to vote on whether the trust should continue to operate, change its
objectives or liquidate entirely. Smithson Investment Trust decided last year not to put such a vote on
their AGM agenda, a decision that was met with criticism from some analysts and investors.

Objective:

We wanted to understand the rationale for not offering a continuation vote, and to express our view
that one was indeed necessary. The trust’s prospectus states that if it is trading at a discount to its net
asset value of more than 10%, a continuation vote must be considered. The average discount for the
preceding year had been 10.9%, which the Chair suggested was more of a market issue than specific to
Smithson Investment Trust.

Action:

We met with the Chair of Smithson Investment Trust, and clearly outlined our view that a continuation
vote was necessary due to the size of the discount and that we believed withholding such a vote was
inappropriate and misguided. We had a constructive conversation with the Chair, and felt that our
views had been heard.

Outcome:

The day after our meeting, it was announced, that following feedback from shareholders, a
continuation vote would be put on the agenda for the upcoming AGM. We were pleased that our views,
alongside those of other shareholders, were listened to and taken into account by the board.
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Company: Alibaba Group Holding Ltd

Theme:
A fully independent Nominating and Corporate Governance Committee

Issue summary:

Alibaba Group is the second largest e-commerce retailer in the world. We have concerns that its
governing structure allows Alibaba Partnership to appoint a simple majority of members to the Board.
By controlling the Partnership, the founder (Jack Ma) can control the Board while only holding as little
as 4% of shares in the company. According to the company’s Articles, the Nominating and Corporate
Governance Committee only has the right to nominate the rest of the candidate seats on the Board.
Hong Kong Stock Exchange (HKEX) deemed Alibaba as having unequal weighted voting rights and
barred Alibaba from 1PO in 2013. However, after Alibaba raised US$ 25 billion on the New York Exchange,
HKEX changed its own listing rules and welcomed a secondary listing in 2019.

Action:

Both the founders, Jack Ma and Joe Tsai, have been involved with the nominating committee

since listing with their committee memberships also allowing them to influence the nomination of
independent directors on the Board. We expect to see a nomination committee without any founding
member’s interference to ensure a certain degree of Board independence. Therefore, we have been
engaging with Alibaba on director nomination rights since November 2022. We raised this concern
with ACGA's investor group focused on Alibaba, and also mentioned our expectation of having a

fully independent nomination committee to Alibaba in September 2023. Many minority shareholders
and proxy advisors have also expressed reservations related to Joe Tsai’s nomination committee
involvement.

Outcome:

Joe Tsai, the current executive chair, stepped down from the nomination committee after the recent
AGM in August, with the result that the committee is now fully independent. Despite his departure from
the committee, we still have concerns about the Partnership’s ability to appoint up to a simple majority
of Board members, and will continue to engage on this point. Alibaba has also recently successfully
upgraded the secondary listing status in Hong Kong to a primary listing, but it was able to acquire
exemptions from HKEX which prohibits other shareholders from proposing new director’s for election or
existing director’s be dismissed. We will continue to advocate for shareholder’s rights and monitor this
development.
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External Fund Manager Case Study

Manager: Baker Steel Capital Managers
Fund: SVS Baker Steel Gold & Precious Metals Fund
Asset class: Equities

Company: Endeavour Mining

Theme:
Corporate governance

Issue summary:

Endeavour Mining, a mid-cap LSE-listed gold mining company and a holding in the Baker Steel Gold and
Precious Metals Fund, announced in early January 2024 that its CEO was dismissed due to an irregular
payment instruction he had issued. This had been identified as part of a review of previous acquisitions
and disposals, which found that he had repeatedly made attempts to conceal and misrepresent the
circumstances of the payment.

Objective:

As a specialist fund manager in the mining sector, Baker Steel is conscious of the harms from financial
crime to both company value and broader society. In our targeted engagement with Endeavour, we
sought to gain assurance that the issue was isolated and not a symptom of wider corporate governance
failings within the company, while encouraging the Board and new CEO to ensure the investigation they
carried out was comprehensive.

Action:

Immediately following the announcement of the dismissal, we arranged a call with the company’s
Chairman to request further details and ensure that the Board was addressing the situation
appropriately. Whilst we considered that the Board was doing so, we felt that there remained some risk
and decided to reduce our holding. In February, as we considered our remaining position, we held an
in-person meeting with management, including the new CEO, to seek an update on the investigation
and the Board’s and management’s response as well as to again emphasise the importance of rigorous
internal controls. At the meeting, the new CEO noted that the investigation was nearing completion, and
the company was committed to strong controls and corporate governance practices, including the right
tone from the top.

Outcome:

As a result of this meeting and the company’s handling of the incident, we subsequently added back to
our position in Endeavour and have re-engaged on corporate governance in more recent meetings with
management. In March, Endeavour announced that the investigation had concluded and confirmed
the misconduct of the former CEO as an isolated case. In addition to the clawback of remuneration it
had announced previously, the company confirmed it was reviewing internal controls and had made
adjustments to controls relating to mergers and acquisitions activity.
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