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Responsible Investment continues to be at the heart of everything we do. We
remain convinced that our Partner Funds’ best interests are served through

%dU" @Y %JIy" 8"68U" ;>304 BYbAO&KEISY JA+>%IY" 3% I

W While the health pandemic
‘\V\?& understandably took centre stage in
A 2020 and to a degree overshadowed
the climate crisis, the latter clearly
came to the fore in 2021. The 2021 voting season
saw a new development in climate transparency
and dialogue with shareholders through votes on
climate transition across various sectors mostly in
the European market. While all these climate plans
passed at respective AGMs there was also notable
opposition from shareholders to some plans. We
expect more companies to follow suit during 2022
and we also expect investors to scrutinise these
plans at a more detailed level against evolving
climate risk management standards such as
the Climate Action 100+ (CA100+) Benchmark
assessment. See further detail on LGPS Central’s

involvement in CA100+ below under table 2.4.2.1
and in Section 4.1.2 below). In the US shareholders
expressed a clear desire for better climate risk
management at Exxon where three climate-savvy
directors were appointed to Exxon’'s board against
management advice, and at Chevron, with 61%
support for a proposal requiring Scope 3 targets.
See further detail in Section 5 below.

In the lead-up to COP26 LGPS Central co-signed
letters to 68 banks asking for Paris-alignment and
protection of biodiversity. Going forward, we aim
to strengthen expectations on companies across
sectors to protect nature and biodiversity as part
of their ongoing climate transition efforts. We also
take it upon ourselves to actively engage high-risk
commodity sectors to, over time, work towards

1 The COP26 (Conference of the Parties’ 26th meeting) event is a global United Nations summit about climate change and how countries are planning to

tackle it.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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portfolios that are free from commodity-driven deforestation.
%PSRKWMHI GPMQEXI GLERKI [I LEZI
Stewardship Themes that we prioritise for corporate and
policy engagement. These are plastic pollution, responsible tax
behaviour and tech sector risks. We see a greater focus and clarity
around what a “plastic transition” entails across key sectors and
welcome the announcement of negotiations for a UN treaty on
plastic pollution, advocated by businesses and investors including
LGPS Central. While tax transparency remains low, we have seen
some progress among companies LGPS Central has engaged
who are ready to provide greater transparency on tax payments
at country-by-country level. Our dialogue with tech sector
companies on social media content control has seen companies
take critical steps to assess and remove objectionable content.
Going into 2022, we will broaden the focus of the latter theme to a
human rights risk theme allowing greater attention to companies’
human and labour rights risk mitigation and management across
sectors. There is increasing acceptance in society of companies’
responsibility to respect human rights in supply chains and other
business relationships. This responsibility is clearly captured in
the UN Guiding Principles for Business and Human Rights, which
also apply to investors.

We actively monitor engagements undertaken by our external
managers. Topics covered in 2021 include, amongst others,
environmental management and climate change, energy
transition, greater focus and disclosure of health and safety within
ESG priorities, data protection and information security risk, and
forced labour issues in supply chains.

During 2021, LGPS Central continued in-depth climate risk
assessments for each individual Partner Fund and provided a
second iteration of Climate Risk Reports (CRR) bespoke to each of
them. We made several enhancements to the climate monitoring

service, which has run since end of 2019, to ensure it remains
aligned to the latest industry developments (see further detail

MR 8EFPI FIPS[ 8LI “RHMRKW MR
integrated into our climate engagement prioritisation. We released

our second stand-alone TCFD Report in 2021 and supported our
Partner Funds in producing their own TCFD-compliant reports.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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We were pleased to announce in January 2022, a commitment to

M HreRsKidvhYeuHInvestivient [BXfbliog taGret/zero greenhouse gas

emissions in accordance with the Institutional Investor Group on
Climate Change Net Zero Framework (see further detail under
Section 2.1.4 below).

We continue to implement our RI Integrated Status approach as we
expand our fund offering for Partner Funds, which has involved RI
due diligence across a suite of equity, private debt, private equity,
infrastructure, property and targeted return investment solutions.
We are proud to have developed a Global Sustainable Equity
Investment solution throughout the course of 2021, in direct
response to increased appetite from Partner Funds. The funds
are now expected to launch in Q2 2022 (see Section 3.2 below).
Going into 2022, we have grown our Responsible Investment &
JRKEKIQIRX 8IEQ XS XSXEP %ZI IQTPS]IIW
for an ESG data tool to enhance our ability to provide robust
challenge to our external managers and help us to understand
the ESG risks embedded in our investment portfolios (see further
detail in Section 2.1.4 below).

We have written this report in alignment with the UK Stewardship

"'SHI ERH XLI GSRXIRX VI%IGXW JIIHFEG(
FRC on our report for calendar year 2020. This year’s report has

been reviewed by the LGPS Central Executive Committee and
Board. The report has also been reviewed by relevant heads of
department to ensure the accuracy of process descriptions and
content. In 2021 our Responsible Investment function was audited

by KPMG, with a particular focus on the governance of Rl at LGPS
'"IRXVEP 8LMW VIZMI[ ERH GLEPPIRKI LEZI K
our reporting is fair, accurate and balanced and most importantly
informative in that it imparts critical information on our approach

to stewardship to our stakeholders.

= Ssob AW

XdWe SWdarsSV XW EVI HIN&/WESHOR |
Chair CEO
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Key achievements and progress across our stewardship activities in 2021

Responsible Investment Integration Climate Risk Monitoring Service
All Partner Funds have received
All product launches and a second iteration of a detailed
100% existing products have ‘PMQEXI 6MWO 6ITSVX
6- -RXIKVEXIH 7XEXYW TCFD Reports delivered to Partner

Funds in parallel.

Stewardship Theme Activity & Progress

CLIMATE CHANGE

"% &IRGLQEVO EWWIWWQIRX SJ JRKEKIQIRX [MXL WM\

March 2021 shows that 52% of the companies across technology,

world’s largest emitters have XIPIGSQQYRMGEXMSRW ¥“RERGI WIIW
RIX " IVSXKSEPW progress by two companies on

3RKSMRK IRKEKIQIRX [MXL FEROW enhanced tax transparency.

SR 4EVMW EPMKRQIRX ERH TVSXIGXMSR 'S WMKRIH E PIXXIV XS XLI )YVSTIER
S FMSHMZIVWMX] FEROW LEZI Parliament supporting a draft
VIWTSRHIH ERH GSRYVQIH XLI] [MPP TYHMWWAXXEZYIKSIRWYFPMG GSYRXV] F] GSYRX)\

-RZIWXSV IN\TIGXEXMSRW SR 4EVMW EPMKIQ\/IIII%VG)%RYWQXIﬁReK M%IXU )9
GSQQYRMGEXIH XS J)YVSTIER IRIVK] QEXIVMEP ERH
transportation companies.

PLASTIC POLLUTION TECHNOLOGY & DISRUPTIVE INDUSTRIES

8[S JIEV IRKEKIQIRX [MXL WIZIR MRZIWXSV WXVSRK GSPPEFSVEXMSR
TEGOEKMRK GSQTERMIW XLEX LEZI on social media content control

LMKL NTSWYVI XS VMWOW STTSVXYRMXMIWIGIMZIH 7XI[EVHWLMT -RMXMEXMZI SJ
stemming from plastic transition XLI =IEV E[EVH EX XLI 92 46-

sees high level of receptiveness to Awards for its success in engaging

investor concerns. three multinational giants.

Collaborative engagement to help combat microplastics ,Z YQER VMKLXW VMWOW IRKEKIQIRX MRMXM
pollution is seeing some progress. momentum after -RZIW XSV )\ T Iverepublisked, W

*

'S WTSRWSVIH PEYRGL SJ “%4VWX MRHYWX\H RV\%IAEW%%;%%K%FRKJ(%IRX [MXL .EG“:SSO S
. . nched Human Rights Policy,’and Amazon on their

prevent plastic pellet pollution.

VIGIRX ,YOQER 6MKLXW -QTEGX EWWIWWQIR

Broader Engagement

DEFORESTATION MODERN SLAVERY

0+47' MW E QIQFIV SJ XLI MRZIWXSV GSEPMZWERSVKXISWMISMEW IRKEKIH PEKKEVH *87
4SPMG] (MEPSKYI SR (IJSVIWXEXMSR% -4XLBEXWKERREMWRIH MRQIIX XLI VITSVXMRK VIU
QMH SJ XLI 9/ 1SHIVR 7PEZIV] %GX

Dialogue with the Brazilian government (Vice President, High success rate: All 61 companies have become compliant
'"IRXVEP &ERO +SZIVRSV ERH "SRKVIWW [MXL XLI 1SHIVR 7PEZIV] %GX MR XLI GSYVWI

'S WMKRMRK SJ WXEXIQIRX EX '34 GSQQMNXKIMERK XS XEBIOWW TVSNIGX JSPPS[MRK SR
EKVMGYPXYVEP GSQQSHMX] HVMZIR HIJS\20%0 Arfd 20213 FasXegurSiry 2022 to engage a further 46
EGXMZIXS[RIVWLMT *87) GSQTERMIW

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 5
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2020 in numerical order under four main headlines as follows:

\NCIP
g &

Purpose and governance

» Purpose, investment beliefs, strategy and culture
Governance, resources and incentives to support stewardship
'SR 2MGX SJ -RXIVIWX

-HIRXMY“ZGEXMSR ERH VIWTSRWI XS QEVOIX [MHI
Y%YRERGMEP WIWXIQ

WIWXIQMG VMW

Review of policies, assurance of processes and assessment of the effectiveness of activities

6-8
Investment approach
« Client communication on activities and outcomes of stewardship efforts
e -RXIKVEXMSR SJ QEXIVMEP )7+ MWWYIW MRGPYHMRK GPMQEXI GLE
e TMKREXSVMIW QSRMXSVY ERH LSPH XS EGGSYRX QEREKIVW ERH SV
QQ\\\\\CIP(@@
Engagement
* JRKEKIQIRX [MXL MWWYIVW
e AEVXMGMTEXMSR MR GSPPEFSVEXMZI IRKEKIQIRX XS MR“YIRGI MW
* JWGEPEXMSR SJ WXI[EVHWLMT EGXMZMXMIW XS MR¥%“YIRGI MWWY IV
QQ\NCID<6\

Exercising rights and responsibilities

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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PRINCIPLEo 2.1 Purpose, investment beliefs, strategy and culture

2.1.1 Purpose and values

LGPS Central Limited (LGPSC) is an FCA regulated institutional
investment manager responsible for the pooled assets of eight
Local Government Pension Funds in Central England. LGPSC
was formed in April 2018 and is owned equally by all eight of its
Partner Funds and is dedicated solely to the management of local
government pension scheme assets.

The aim of the Company is to use the combined scale of its
Partner Fund assets to reduce costs, improve investment returns,
strengthen governance and widen the range of available asset
GPEWWIW JSV MRZIWXQIRX « JSV XLI
pensioners, employees and employers. LGPSC Partner Funds
have combined pooled assets of approximately c.£49 billion. At

the end of the reporting year (2021), LGPSC had c.£23 billion in

Our values and behaviours are:

i46;0J8"0>86U ya JBd|>BJ

Working in partnership to deliver our
Clients’ and Shareholders’ long-term needs

=/ Always acting with integrity, transparency
and professionalism

s Doing the right thing

We are ambitious

Constructively challenging the status quo to
continuously improve how we operate

Combining a public service ethos with a
commercial business focus

Celebrate excellence

assets under management and advice invested in listed equities

EGXMZI ERH TEWWMZI “\IH MRGSQI
and infrastructure. The majority of pooled assets are invested in
PMWXIH IUYMXMIW ERH Y% \IH MRGSQI YRHIV
Scheme (ACS) fund structure.

TVM

The pooling endeavour is dependent on continuous dialogue and
collaboration; hence we refer to our clients as Partner Funds. All
LGPSC Partner Funds view RI&E as a “must have” and we build
on a proud tradition of Rl which has been spearheaded over

F | Raby xeaBsby m8iadbd? PattBet FUrRI§ WR dlIso seek to espouse

values as a Company that mirror expectations that we have of
investee companies and the wider investment value chain.

We are inclusive

)
©

B

Collegiate and collaborative, delivering
more as one team

Valuing and treating everyone equally

o

Listening to everyone’s ideas and using
their experiences to support growth

We are a great place to work

Staff are encouraged to be open, learn from
QMWXEOIW ERH KVS[ MR GSR¥%HIRGI

&
«0%

@ Individual trust and empowerment combined
with personal accountability and responsibility

Friendly, honest and supportive in
everything we do
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As an example, LGPSC Limited is a
member of the 30% Club, as well as
the Investor Chapter of the 30% Club.
We view diversity as integral to sound
decision making and we believe that the
most effective Boards of companies
include a diversity of skills, experiences and perspectives. This

[}
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governance. We support the newly established Asset Owner
Diversity Charter and will use the toolkit provided through the
charter to assess managers’ approach and processes to enable
diversity and inclusion throughout their organisations and
ZEPYIXGLEMRW

We have decided to develop a Modern Slavery Statement for
LGPSC, not as a legal requirement, but with a view to applying

ZMI[ MW VI¥%IGXIH FSXL MR SYV 6-) *VEQsh§MOprkdddd, MR aSothpary MR Kn investor engaging

Principles. LGPSC’s Board has 50% female representation, and
our Executive Committee has 20% female and ethnic minority
representation. LGPSC’s own BAME (black, Asian and minority
ethnic) population is 41%, the female ratio is currently 41% and
we have 16 different nationalities/cultures across our work force.

Our Company is a member of the Employers Network for Equality
& Inclusion, and we participate in a number of work streams of

companies and in our procurements. We currently assess
external managers’ compliance with the Modern Slavery Act in the

WIPIGXMSR TVSGIWW 8LI TVSGYVIQIRXW JSHF

the EU (OJEU) process that is adopted by all English public sector
entities, but dates from the time the UK was part of the EU. We
continue to be a part of an investor collaboration engaging FTSE
350 companies on Modern Slavery Act compliance (see Section

XLl (MZIVWMX] 4VSNIGX TVSQSXMRK KSSHATY betoM @é $oRndz tuiveRtly | afis Mv@dteR Kompanies to

ethnicity, working families and an early careers programme
(mentoring potential graduates from socially disadvantaged
communities). When selecting external managers for LGPSC
investment mandates, we expect both good in-house diversity
across the organisation, and we expect that the manager
integrates diversity in their ESG assessments of companies they
invest in. Diversity is one element of our broader assessment of
a given manager’s culture and ethos and we view strong diversity
across gender, culture and ethnicity as indicative of overall strong

voluntarily comply with the Modern Slavery Act if they fall below
the revenue threshold. However, we still view it as appropriate
to set a high standard for ourselves as a Company as well as to
protect our stakeholders from any reputational risk. We perceive
the level of modern slavery related risk to our business as low
from the outset and will develop a proportionate approach to this
which covers all parts of the business.

2.1.2 Responsible Investment integral to our asset management operations

At inception of LGPSC in April 2018, we established & VE Q | [ S V Ohe RI&E Framework is applied in a manner that promotes these

J SV 6which builds on the investment beliefs of the Company’s
eight Partner Funds. The Framework establishes two high-level
objectives for all LGPSC RI-related efforts. These are:

o Primarily, to support investment objectives;

objectives both before the investment decision (which we refer
to as the Selection of investments) and after the investment
decision (the Stewardship of investments). Furthermore, we aim
to be Transparent to all stakeholders and accountable to our

© 7IGSRHEVMP] XS FI ER INQTPEV Jsv o FRAIFROWP eoyaseiasgy R activities.

services industry, promote collaboration, and raise standards
across the marketplace.

Manager Selection
IMA/side letter

Internal

Integrated Analysis

Engagement

Policy-driven

Co-filing

Direct/Partnerships

Industry Participation

Manager Monitoring

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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We take the view that strong RI policy and action increases our ability to protect and grow stakeholder value. Against this premise, key
targets of our RI efforts are to:

0 Integrate material environmental, social and governance factors into investment decisions both pre and post investment

e -R%ZYIRGI GSVTSVEXI| FILEZMSYV EX GSQTER] ERH WIGXSV PIZIPW XLVSYKL IRKEKIQ
listed equities

@ Participate in and contribute to industry-wide best corporate and investor practices

e Enhance trust with our stakeholders through ongoing dialogue and a high level of transparency

The strategy to meet the key objectives and the way we aim to measure success against them, is described in the Sections below of this
document. Table 2.1.2.1 shows, at high level, our objectives and how we measure achievement against them.

TABLE 2.1.2.1: SUMMARY OF TARGETS, STRATEGIES AND MEASURES OF SUCCESS

TARGETS STRATEGY MEASURES OF SUCCESS (MOS)

Integrate material (1Rl ER 6- -RXIKVEXIHVIPIZERX TVSHYGXW EGLMIZI ERH QEMRXEMR
ESG factors into TXEXYW ETTVSEGL.3SWw ETTVSZIH F] XLl -RZIWXQIRX 'SQQMXXII ERF
investment decisions each fund prior to GLIGOIH UYEVXIVP] F] XLI 5YEVXIVP] 4SVXJSPMS 61

launch and through

711 7IGXMSR FIPSI
MXWxPMJIG]GPI

-R%ZYIRGI GSVTSYEKEKIQIRX ERH %GLMIZ]l XLI QENSVMX] SJ 1S7 PMWXIH MR 7IGXMSR
behaviour voting at company 7XI[TEVHWLMTx8LIQIW
and sector levels

Participate in JRKEKIQIRX WGCGXMZI GSRXVMFYXMSR XS XLIQI VIPIZERX MRHYW X
and contribute to at industry and MRMXMEXMZIW SJ VIPIZERGI XS 0+47 *YRHW

MRHYWXV]xWXERHEMWH® xP I ZIPW  contribution to a minimum of three public consultations or policy
MRMXMEXMZIW SR WXERHEVHW VIKYPEXMSR [MXL Q
XLIQI VIPIZERX ETTPMGEXMSR

711 7IGXMSR FIPS|

Enhance trust Transparency and 61KYPEV 7XI[EVHWthiéetimeslpér yearyin addition to an
[MXLxWXEOILS P Hiis¢lggure %RRYEP 7XI[EVHVWMRIPMRISWXL 9/ 7XI[EVHWLMT 'SHI

5YEVXIVP] 6- QIIXMRKW [MXL 4EVXRIV *YRHW

%RRYEP 6- IZIRX JSV 4EVXRIV *YRHW XS EPPS[ HME
FYMPH ORS[PIHKI « 6- 7YQQMX LIPH SR 3GXSFIV
46- VITSVX MR PMRI [MXL 46- 4VMRGMTPIW JSV 6I1W
*VEQI[SVO EGLMIZMRK E LMKL WGSVI 0+47' VIGIMZ
VITSVX ERH EVI WXMPP E[EMXMRK XLI SYXGSQI

%%* VITSVX MRGPYHMRK XIWXMRK SJ XLI EGGYVEG]
MQTPIQIRXEXMSR SJ 6- TVSGIWWIW

711 7IGXMSR FIPS[ JSV QSVI HIXEMP

During 2021, we have achieved the majority of these measures of success as is evidenced in the relevant sections of this report (see
references in the right-hand column of the above table).

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority lO
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2.1.3 A “One-for-eight” model

Since inception, LGPSC’s RI&E function has implemented a “one
for eight” model. This means that we operate one framework, one
service offering, one approach, that delivers the same service to
our eight Partner Funds. This aligns well with the overarching
goal of the pool, which is to reduce costs, improve investment
returns, strengthen governance and widen the range of available
asset classes for investment while implementing high quality
RI services. We label this “Mandate Services”. One of the core
functions of the pool is to provide Partner Funds with investment
opportunities suited to their investment needs as these evolve.
As part of our Mandate Services, we apply an all-encompassing
RI Integrated Status(RIIS) approach to any fund at launch and
through the lifespan of that fund. Through RIIS we ensure that

M\: 20,
i LGPS Central Limited
S

~

to deployment/selection of asset managers and their ongoing
monitoring. RIIS is described in more detail in Section 3.2 below.

While still in a phase where Partner Fund assets are transferring

XS 0+47' [I EPWS SJJIV WSQI GYWXSQMWE
deliverables; “Call-off Services”. These include assistance with

6-) TSPMG] HIWMKR YTHEXI 6- WTIGM%4G X
TIRWMSR GSQQMXXIIW ERH EH LSG UYIVMIW
related matters. We have continued our Climate Risk Monitoring
Service (CRMS) which is bespoke to each Partner Fund and
tailored to their strategy and asset allocation. CRMS and how this

has evolved in the last year is described in further detail in Section

2.4. below.

6- SEFNIGXMZIW EVI VI%IGXIH EX MRGITXMSR SJ RI[ JYRHW XLVSYKL

2.1.4 Looking ahead

Looking ahead, LGPSC recognises the growing importance of sustainability to the investment process and the evolving demands of
our stakeholders. Signals from government and consumers are becoming clearer and analytical tools and the outputs they produce are
becoming more sophisticated. Key areas of focus during 2021, and going into 2022, is to action LGPSC’s commitment on net zero and
Paris alignment as well as extend climate risk analysis at portfolio level to a broader set of ESG risks. We are committed to ensuring that
SYV GPMQEXI EREP]WMW ERH FVSEHIV )7+ EREP]JWMW VIQEMR %X JSV TYVTSWI| ERH M|

Net zero commitment

In January 2022 we announced a commitment to transition
LGPSC'’s investment portfolios to net zero greenhouse gas
emissions (GHG). This commitment will provide additional
focus and transparency to our response to the current climate
emergency. It will help frame our conversations with external
managers and with our investee companies, reinforcing our
expectations around climate risk management and establishing
parameters around the decarbonisation of our investment
portfolios. We will utilise the Institutional Investor Group on
Climate Change’s (‘IIGCC’) Net Zero Investment Framework to
achieve net zero emissions across our internally and externally
managed portfolios by 2050 (or sooner), focusing initially on
Listed Equities, Corporate Bonds, Sovereign Bonds and Real
Estate. In addition, we will have an interim target where we
will aim to achieve a 50% reduction in GHG emissions by 2030

%U>"BB3"0>84=0yJid% RO|haRdYy U" &48;">J6" '

to extending our focus to include other asset classes as reliable
data become available and to provide attractive investment
opportunities in the renewable energy and green tech sectors to
match our Partner Funds’ demands.

ESG data tool

jA0 0¥%bad yRA JV|4RS %o 44R0 6">0 %UUABBS J"d B>

and data going beyond climate risk metrics and will procure

this during Q2/Q3 of 2022. This will help identify ESG risks and

opportunities of investments, at a stock level and portfolio level.

The service is expected to cover, at a minimum, investment in
yBJARBA=0yJIy&aBd¥% RBU">;">%JA4|haRSY U" &»3 U

are expected to include ESG stock ratings, comparative scoring

on material ESG risks and opportunities, a portfolio level tool, as

well as qualitative ESG research to provide underlying context.

The tool will be used for proactive monitoring and reporting on

the ESG characteristics of LGPSC funds, with the potential to

create an annual in-depth ESG reporting service, akin to that of

the CRMS. Furthermore, the tool will help us challenge external

managers on their stewardship and engagement activities

and prioritisation of stewardship resource. It can also be used

"I to enrich our voting and engagement prioritisation in-house,

helping to uncover which companies are exposed to risks
beyond climate change, such as modern slavery, human rights,
responsible tax behaviour and circular economy.

%X XLI WXEVX SJ [ YRHIVXSSO ERRYEP VIZMI[W SJ SYV 6- ) *VEQI[SVO ERH :SXMR
and to strengthen our position on diversity and climate change performance. We expect UK companies to have at least 33% female
representation on their boards and to be reporting ethnic minority representation at board level. We review these expectations annually
so that they remain both realistic and demanding. We have also re-set our expectations of investee companies in terms of climate
change management quality score against Transition Pathway Initiative assessments, expecting a score of 4 (highest available). This
VI%IGXW FSXL XLI YVKIRG] [MXL [LMGL GSQTERMIW RIIH XS EHHVIWW GPMQEXI| GLERKI

We undertook a review at the start of 2021 of resourcing within the LGPSC RI&E Team to make sure that both people and systems
resourcing is in line with the Team business plan and associated deliverables. As a result of this review and through discussion with our
Partner Funds, we have — during Q1 of 2022 — strengthened the resource for the RI&E Team with a Senior Stewardship Analyst, taking

XLI 6- ) 8IEQ XS %%ZI| TISTPI

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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PRINCIPLE e 2.2 Governance, resources and incentives to support stewardship

2.2.1 Organisation and lines of communication

Figure 2.2.1.1: LGPSC Organisational Structure and Communication on Rl-related matters

LGPSC Board

LGPSCRI &
Engagement Policies

LGPSC Executive
Committee

LGPSCRI&E
Practices

Partner Funds

PAF RIWG

LGPS Central

LGPSC RI & E Team

Committee

Client Joint Partner Funds

PRI Report

Annual Stewardship
Report

@ Board/Committee/Team

Policies, Processes & Reports Quarterly

Performance Reports

External Parties

Stewardship Updates

@ Meetings

* LGPSC’s Board approve and monitor on a regular basis, -
LGPSC’'s RI&E Policy, which is overseen operationally by Hermes (see Section 2.2.4 below), takes part in RIWG
LGPSC's Executive Committee (see Section 2.2.2 below). QIIXMRKW XS TVSZMHI KVERYPEV HIXEMP

« 3YV SVKERMWEXMSREP WXVYGXYVI VI%IGRW MRE$VIPEE SPEAWE | BV RMEHERGT SR X
[LIVIF] 0+47' 4EVXRIV *YRHW LEZI HMVIdghipRhgightened untestyy
dialogue with LGPSC on the overall stewardship effort through ~ + The Client Joint Committee (JC) meeting is held annually. At

LGPSC's external stewardship provider, EOS at Federated

a Practitioners’ Advisory Forum (PAF) at the high level, and
through a Responsible Investment Working Group (RIWG)
which assesses Rl matters in more detail.

The RIWG feeds into the PAF which is made up of Client Fund
3%GIVW ERH QIIXW QSRXLP]

As from January 2021, Rl matters are a standing item on the
agenda of the PAF due to increasing stakeholder interest and
concern on various ESG issues, including climate change.
The RI&E Team provides an update on its activities during the
meeting and an update on broader Rl developments.

The RI&E Team also attends the PAF Investment Working

the JC meeting in January 2022, 12 questions from members
of the public regarding RI were read and answered during the
meeting. We see increased attention to RI over the last years
(In 2019 the JC received one RI-related question, whereas 18
Rl-related questions were received in 2020).

LGPSC provides reporting to shareholders and stakeholders
through regular stewardship updates (voting and engagement),
quarterly performance reports (ESG integration, engagement
and voting as part of performance assessment), annual PRI
report and Annual Stewardship Report.

+VSYT XS %“IPH ER] UYIWXMSRW VIPEXIH XS 6- QEXXIVW

At quarterly PAF RIWG meetings, Partner Funds are given
updates and can scrutinise LGPSC’s implementation of
engagement and voting activities, integration of ESG across

JYRHW EW [IPP EW 'PMIRX WTIGM¥G WIVZMGIW WYGL EW XLI "PMQEXI

Risk Monitoring Service.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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2.2.2 Board oversight and ownership across the organisation

LGPSC's Board is responsible for approving and monitoring
implementation of the RI&E Policy (RI&EP). We have established
a Board-level KPI that 100% of relevant products achieve and
maintain RI Integrated Status, and regular updates on progress
are provided to the Board. The Board meets at least six times
a year. RI&E, including climate change, is a regular item on the
Board’s agenda.

During 2021, the RI&E Team provided LGPSC'’s Board with an
overview of the Company’s latestTCFD reportas well as regular
updates on the Company’s stewardship effort and the Climate
Risk Monitoring Service. Alongside on-going oversight and
knowledge building, Board members sometimes get involved
in our broader RI effort e.g., through speaker assignments or in
ongoing engagements. During Q1 of 2021, the Chair of the Board,
Joanne Segars, took part in a meeting with the Vice President of
Brazil, representing LGPSC as a member of the investor coalition
“Investor Policy Dialogue on Deforestation” (see further detail
under Section 4.1.3 below). LGPSC Board members were involved
in LGPSC'’s International Women's Day event in March 2021 and
also took part in LGPSC’s RI Summit later in the year. Our Chair,
Joanne Segars, represents LGPS Central on the newly established
Occupational Pensions Stewardship Council.

We believe it is critical that RI is owned and practiced across
LGPSC. As such, the RI&E Team performs a coordinating function
relying on regular interaction with colleagues in asset class teams,

included for example review of LGPSC RI&E related policies,
becoming a founding member and Board member of TPI Ltd
(established October 2021), and ongoing discussions on LGPSC's
net zero commitment (see Section 2.1.4 above).

LGPSC's RI Integrated Status (RIIS) approach inherently requires
and allows detailed dialogue between the RI&E Team and
the relevant Asset Class Team from inception of a fund and
throughout its lifespan. This approach also ensures that the RI
approach taken for a given fund or asset is co-sponsored by the
Director of RI&E and the relevant Investment Director, reinforcing
a shared ownership to Rl integration. RIIS could be viewed as an
MR LSYWI JSVQ SJ "6- GIVXMY“GEXMSR %
elements: Beliefs, Documentation, Process, Reporting and Review.
See further detail on RIIS under Section 3.2 below.

[LM

There is no variable pay at LGPSC. LGPSC staff are incentivised
to integrate stewardship and investment through the
JSPPS[MRKXQIERW

Investment Directors have Rl and ESG integration objectives
included in their semi-annual Personal Development Reviews

Training and knowledge sharing: As an example, during Q4 of
2021 the RI&E Team provided a training session to all LGPSC
staff on net zero and divestment vs engagement, which
had very high attendance and inspired a lot of questions
ERHXHMWGYWWMSR

MR XLI FVSEHIV -RZIWXQIRX 81EQ ERH E G Vsl WAFaeNEa3keq 1o hipkaboyt Rigfand sustainability

including Operations, Legal, HR and Compliance. The RI&E Team
VITSVXW XS XLI 'LMIJ -RZIWXQIRX 33%GIV
is a member of the Investment Committee, the Private Markets
Investment Committee and the Senior Management Team. RI&E
related matters are regularly brought to the LGPSC Executive
Committee for discussion and approval. During 2021 this has

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

initiatives as part of smarter working as we have moved into a

._3RI[8§|3/4&/{V[I%V)&I\<I/R§,<J Ee\{V)ERKIQIRX QMH
* Going forward, all job descriptions for staff at LGPSC will
VI%IGX 6- MRXIKVEXMSR
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2.2.3 Dedicated in-house stewardship resources

Going into 2021, the RI&E Team consisted of an Investment Team members come from diverse academic backgrounds and

(MVIGXSV 7XI[EVHWLMT 1EREKIV ERH X[ Speclishhd &crosbYird rEaRagenantx Rl policy development,
FSXL SJ [LSQ EVI [SVOMRK XS[EVH XLIM\ESG%ntagration Nhip@E:Xahd\piRvate7markets, stewardship and
Considering increasing expectations from Partner Funds in terms  engagement across the value chain and climate expertise. We
of breadth and depth of the RI service, and to deliver key strategic welcome this diversity and breadth of perspectives. The Team
projects while covering for key person risk, we decided to expand leverages a strong network among peer investors both in the UK
XLI 8IEQ XS %ZIl 6IGVYMXQIRX XSSO TP E&adglbbHly, MRl as investe&didpanies, industry associations
as of February 2022 we have expanded the Team with a Senior and relevant regulatory bodies.

Stewardship Analyst.

2.2.4 External stewardship resources

With limited in-house resources we have contracted an external other EOS’ clients at Client Advisory Councils hosted twice a year.
Stewardship Provider, EOS at Federated Hermes, to provide global Through this regular dialogue, we can ensure that our values
voting and engagement services. Following a comprehensive due remain aligned (see Section 3.3.2 below with a detailed review
diligence process EOS were selected as their beliefs align well of EOS’ services during 2021). EOS also engages with regulators,
with LGPSC’s and Partner Funds’ beliefs. We share a view that industry bodies and other standard setters on our behalf to shape
dialogue with companies on ESG factors is essential to build a capital markets and the environment in which companies and
KPSFEP “Y“RERGMEP WIJWXIQ XLEX HIPMZIVWeskQ Gavi Spetdte @dskstinab. VIXYVRW

for investors, as well as more sustainable outcomes for society. We expect our external managers to engage investee companies
EOS reports on voting and engagement activity across relevant on our behalf on material issues including ESG factors. We receive
ACS funds on a quarterly and annual basis. Outside of reporting, quarterly data from external fund managers on the number of
we regularly interact with EOS both one-to-one, for instance engagements undertaken and the weight in portfolio. See further
through voting season on contentious votes, and together with  detail under Section 3.3. below.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 14
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LGPSC'’s approach to managing and mitigating risks associated
[MXL GSR-LMGXW SJ MRXIVIWX MW SYXPMR
interest policy. This is made available to all staff and Partner

Funds of LGPSC. The policy is designed to ensure fair outcomes

JSV 4EVXRIV *YRHW ERH XS IRWYVI XLEX 0+
responsibilities to its pool partners in terms of how their assets

are managed.

The policy was signed off by the LGPSC Investment Committee,
Executive Committee and Board when implemented. The policy is
reviewed annually and changes to the policy are approved through
the same governance process.

LGPSC employees, including senior management and members
SJ XLI NIGYXMZI GSQQMXXII EVI VIUYMVIH
QEREKIQIRX XVEMRMRK SR ER ERRYEP FE
adherence to its standards. This training includes guidance on
[LEX GSRWXMXYXIW E GSR¥2MGX SJ MRXIVIW
contained within the LGPSC Compliance Manual. It is readily
EZEMPEFPI XS EPP WXEJJ [LIXLIV [SVOMRK J

When LGPSC appoints external managers, a thorough due
diligence process is undertaken. This includes consideration

of the external managers process and procedures around the
lEREKIQIRX SJ 'SRY“MGXW SJ -RXIVIWX ;I |
XS LEZI VSFYWX GSRXVSPW ERH TVSGIHYVI
management and to demonstrate commitment to managing
GSRY“MGXW JEMVP]

LGPSC only manages Partner Fund assets, and all our active

portfolios are managed externally. LGPSC staff are not

remunerated through a bonus scheme. These two factors are key
QMXMKERXW MR XIVQW SJ GSR%:.MGX VMWO
&h¥% ; aB6"60 " }yUJIJBO"68A Ja>4aBJ
b"yR¥% UAd"68U" }yUJldy 8Juad;>"UaBBd"0O

managers to Sustainable Equities Fund

A member of the RI&E Team serves on the Sustainable

Investment Advisory committee of a well-known Sustainable

Investment Manager. This relationship was always considered

to be symbiotic, as it provides a development opportunity for the
QIQFIV SJ WXEJJ [LMGL FIRI%"AXW 0+47' ERF

government pension perspective to be heard in the wider asset
QEREKIV MRHYWXV] 4SXIRXMEP GSR¥»Y=MGXW

outset, and it was agreed that should a situation arise whereby

the manager in question applied for an LGPSC mandate, the RI&E

team member would not be involved in the selection process.

Unsurprisingly this manager put forward a mandate proposal

when LGPSC was selecting managers for its Global Sustainable

JUYMX] *YRH 0+47' QEREKIH XLMW TSXIRXM

that the employee in question was not involved in the selection

process; neither the formulation of mandate requirements nor

the manager assessment and scoring process. The selection

15
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process was established with precise and clear selection criteria
and each manager was selected on their application alone.
Furthermore, the process was constructed and executed by the
Active Equities Team at LGPSC with input from the Director of
RI&E. The application of this robust and independent process
resulted in the asset manager in question being selected to
manage one of the mandates within the fund structure. The
employee in question will not have any involvement in the ongoing
assessment of the manager post appointment in respect of ESG
integration or stewardship. We consider that this process was
managed in the best interests of our Partner Funds and their

M\: 20,
i LGPS Central Limited
S

~

We expect our proxy voting providers to be transparent about
GSR%2MGXW SJ MRXIVIWX ERH XS MQTPIQI
XLI] QEREKI XLIWI GSR2MGXW WYGL EW 'L
QEREKIQIRX TSPMGMIW ERH GSR¥%MGXW VI
2021, EOS at Federated Hermes — LGPSC's external stewardship
provider — applies an enhancement to its service to further improve
XVERWTEVIRG] F] MRIJSVQMRK ZSXMRK GPM
GSR%2MGXW SJ MRXIVIWX [LIR )37 TVSZMHIW
3Rl WYGL GSR¥%:MGX [SYPH FI [LIR )37 VIGS
VIPEXMSR XS GPMIRXW.. WTSRWSV GSQTERI
EOS’ independence in assessing this stock is needed.

FIRIVGMEVMIW 8LI WIPIGXMSR TVSGIWW g5V dubfidyFatatabit 7TRFREEKIWWMT csrRMGXwW

that matched the mandate criteria most closely and had a clear
and demonstrable process delivered by an experienced and stable
XIEQ [IVIXWIPIGXIH

Appointment of Transition Manager for the Global
Sustainable Equities fund

All colleagues involved in the appointment process were required
XS GSQTPIXI

policy )37 GSR¥“MGXW EVI
MRXIVIWX TSPMG] ERH GSRYMGXW SJ MRXI
TSPMG] WXEJJ VITSVX ER] TSXIRXMEP GSRY
to be assessed and, when necessary, the register is updated. The
GSR%2MGXW SJ MRXIVIWX VIKMWXIV MW VIZM
a regular basis.

QEMRXEMRIH MR

E GSRZMGXW SJ MRXIVIWX HiirGeBEINM ¥ prSiSiorBdf IR I ECSR ¢ EsX G R

EWOW GSPPIEKYIW XS TVSZMHI HIXEMPW ISGPERfo B&8Rés MBISW [MXL ER] SJ XLI

potential transition managers for assessment by the compliance
8IEQ
particularly in the form of existing business relationships and
previous periods of employment with the investment managers
SR XLI WLSVXPMWX
recorded, they can be managed.

Voting

LGPSC operates a one for eight service model. This ensures that

8LI ETTVSEGL XEOIR MW XLEX GSRgM&iela ddidistenMetdoMEticeRd aff didit¥drtner funds

IRWYVMRK XLEX RS GSR®-2MGXW EVMWI
they get from the RI&E Team.

MR >

W PSRICEW XELIWIp fiiyRodol P8R4 Bréviadd'Cifdie’ Risk Repdits to all eight

Partner Funds, as part of a Climate Risk Monitoring Service that

we have made available to them. For the 2021 provision of the

"'SR%MGXW SJ MRXIVIWX GER EVMW I HY VM Raneserviees wafrliewed thepsanpe dgliverordeeas 1ass vear.

instance be the case where a proxy voting provider also provides
other services to corporates or possibly in some circumstances

where they engage with and provide voting recommendations in
relation to a pension scheme’s sponsor company.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

This is to ensure consistency and fairness among Partner Funds

and to avoid some receiving reports six months apart or others 14
months apart.
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2.4.1 Stewardship Themes

2.4.2 Climate Risk Monitoring Service

-R GPSWI GSPPEFSVEXMSR [MXL MXW 4EV Xirafe ‘agtRHfilurd® is 41’ staBdAbul lendrtXrv ¥iskHhe world

four core Stewardship Themes that guide the pool’'s engagement
and voting efforts. These are climate change, plastic pollution,
responsible tax behaviour and ‘tech sector’ risks. These themes
have been chosen based on the following parameters:

« Economic relevance
« Ability to leverage collaboration
« Stakeholder interest

Identifying core themes that are material to the Partner Funds’
investment objectives and time horizon, that are likely to have
broader market impact, and that are perceived to be of relevance
to stakeholders, helps us prioritise and direct engagement. We
fully acknowledge that the spectrum of ESG risks is broad and
constantly evolving. However, and in agreement with our LGPSC
pool partners, we consider it appropriate to pursue these themes
over a three-year horizon, at a minimum, while conducting annual
reviews to allow for necessary adjustments or changes. This

helps us build strong knowledge on each theme, seek or build
collaborations with like-minded investors, identify and express

consistent expectations to companies on theme-relevant risks

and opportunities, and to measure the progress of engagements.
Furthermore, we take the view that engagement on a theme needs
to happen at multiple levels in parallel: company-level, industry-
level, and policy-level. With our long-term investment horizon, we
take a whole-of-market outlook and changing the “rules of the
game” through industry and policy dialogue is as important, if not

more important, than individual company behaviour. In Section
4.1.2 below, we give a detailed overview of engagement activity
and progress for each Stewardship Theme. In Section 2.5, we
provide information on the annual review of Stewardship Themes
that was carried out during Q4 of 2021.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

faces in likelihood and impact according to recent reports from
the Intergovernmental Panel on Climate Change. If ‘business as
usual’ continues, the world could heat up by about 5 degrees
by 2100 which would have catastrophic environmental impacts
ERH GEYWI TVSJSYRH WSGMIXEP HEQEKI E
harm. A Paris-aligned transition to a low-carbon economy would
lead to lower economic damage and for long-term investors is
preferable to alternative climate scenarios. We believe investors
can best encourage this transition through a combination of a)
understanding the risks to their portfolios at a granular level, b)
stress-testing portfolios against various temperature scenarios,
c) identifying tools and actions that can be taken to address and
minimise risk. In January 2022, we announced a commitment to
achieve net zero across our assets under stewardship by 2050
(see Section 2.1.4 above). Our climate risk monitoring service is a
key building block in ongoing work toward this goal.

Since 2020 LGPSC has conducted in-depth climate risk
assessments for each individual Partner Fund and provided an
annual Climate Risk Report (CRR) bespoke to each of them.
The CRR is designed to allow each Partner Fund a view of the
climate risk held through their entire asset portfolio accompanied
by proposed actions each could take to manage and reduce that
risk. To facilitate disclosure in line with the Task Force on Climate-
Related Financial Disclosures (TCFD), the CRR is deliberately
structured to align with the four TCFD disclosure pillars.

2021, was our second edition of the CRRs to Partner Funds. We
made several enhancements to the climate monitoring service

to ensure it remains aligned to the latest industry developments

and therefore the best assessment on climate-related risk we

can provide to our clients. We particularly wanted to emphasise
TVSKVIWW QEHI EKEMRWX XLI “RHMRKW SJ
Partner Funds a view on their direction of travel. Table 2.4.2.1
TVSZMHIW E WYQQEV] SJ XLI QIXLSHW [I YW
material climate-related risks and opportunities, alongside
outlining the improvements we made to the service in 2021.

17



[}

NNy,
N
LGPS CENTRAL LIMITEIANNUAL STEWARDSHIP REPORT021 LGPS Central Limited
—

~

TABLE 2.4.2.1: METHODS OF ASSESSING CLIMATE-RELATED RISKS AND OPPORTUNITIES

SECTION

Governance

Strategy

Risk Management

Metrics & Targets

ANALYSIS 2021 ENHANCEMENT
The purpose of this section is to identify areas ;1 TVSZMHI E TVSKVIWW YTHEXI EKEN
in which the Fund’s governance and policies can recommendations and considerations issued
further embed and normalise the management MR XLI YaVWX VITSVX ERH WYKKIWX J

SJ GPMQEXI VMWO ;I TVSZMHI E exteAdibhf tBeJFuht totiMd RdAsidey,
documentation from the perspective of climate

strategy setting and issue recommendations on

how the Fund could improve its governance of

GPMQEXI VIPEXIH VMWO

I EWWIWW XLI INXIRX XS [LMGL XUIHMRHRSW VMWROMWI 'PMQEXI 7GIRE"
and return characteristics could be affected by a MR XLI VITSVXW %W E XST HS[R
set of plausible climate scenarios. This includes analysis it is more suited to a biennial review.

ER IWXMQEXMSR SJ XLI ERRYEP GIPMRXDRIHVKXBEXIEMWMX 'PMQEXI 7GIR
MQTEGX SR VIXYVRW EX JYRH ERHREWWEIR GRIEWWIRBBERPHYGXIH E PMX

and climate stress tests (to explore the potential on the techniques that the Fund could consider
MQTEGX SJ E WYHHIR GPMQEXI VIREEGMMRKMGE JYVXLIV QEREKI GPMQ
movement). An external consultant provides alternative asset classes.

analytical support for this section.

&EWIH SR XLI VITSVX “RHMRKW [l TWSZMWHIl E FIWTSOI IRKEKIQIRX YT
'PMQEXI 7XI[EVHWLMT 4PER [LM Gdr eddh bRtKeMdmripahiesliricluded in the

areas in which stewardship techniques could '"PMQEXI 7XI[EVHWLMT 4PER 8LI WIG
be leveraged to further understand and manage MHIRXM¥YIW XLI VEXMSREPI SFNIGXN
GPMQEXI VIPEXIH VMWOW [M XL M Bf thel nga§evhint, siengSde &kuing a

plan includes plans to engage both individual TVSKVIWW YTHEXI ;I QEOI YWI SJ XL
companies and fund managers. "% FIRGLQEVO EW OI] XSSPW XS Q

GSQTER]XEGXMZMX]

;] GSRHYGX E FSXXSQ YT GEVFSRhY shaster pggovki¥sh Gowtparative

analysis at the company and portfolio level. For EREPIWMW IN\EQMRMRK XLI QIXVMGW
XLl QSWX TEVX JSYV X]TIW SJ GrEpoRE SRinstvhBPdafeddmemds of the
are utilised: portfolio carbon footprint, fossil WIGSRHXxVITSVX

fuel exposure, weight in clean technology and
GPMQEXI VMWO QEREKIQIRX ZME XLI 8VERWMXMSR
4EXL[E]X-RMXMEXMZI

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 18
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Having recently completed the 2021 reporting cycle, LGPSC has in collaboration with our Partner Funds to crystallise these into
conducted a review to identify further improvements to the service. WTIGMY4G TSSP PIZIP [SVOWXVIEQW )\EQTP
JRLERGIQIRXW XLEX [I EMQ XS QEOI XS X ltdken incMdg®MiXg/ joMtR&tRer Fuhd Responsible Investment

- -RGPYWMSR SJE q' WGIREVMS MRXS xQay. ielgpgingan #rgaiRdE2021 3 b Rerorvandyssuing a Net

Zero Statement for LGPSC made with the full support of all eight
Partner Funds. Furthermore, the CRRs identify companies that
JEGI E LMKL PIZIP SJ GPMQEXI VMWO ERH E

© 21 EHHMXMSRW XS XLI WYMXI SJ GEVRSRMMBURIR ! ThEMEi¥atoh I¢tdSirtdbrtengagement
the shift towards measuring alignment with net zero, such prioritisation and as a result, we are enhancing our involvement in
as % of portfolio with net zero targets, % of portfolio revenue ongoing CA100+ engagements to cover as many, if not all, such
derived from fossil fuels, % of portfolio revenue derived -\, |\ 1, gk % GSQTERMIW 8LI WEQI GSQTERMI
from clean technology and absolute carbon emissions/ included in LGPSC’s Voting Watch List of companies that are
“RERGIHXIQMWWMSRW given particular scrutiny ahead of AGM (see Section 5.2 below).
3YV 4EVXRIV *YRHW LEZI YWIH XLI Y4RHMRKW SJ XLIMV '66W XS
develop individual Climate Strategies covering governance, 2.4.3 Attendance and contributions to
beliefs, objectives, strategic actions and reviews in relation to  Industry dialogue, partnerships and building
their climate-related risk. To date, seven of our Partner Funds of standards
have published Climate Strategies, with one more upcoming in
2022. Aside from strategy setting, the CRRs have also been used
to facilitate TCFD disclosure (which seven of our Partner Funds
have achieved to date); formulate Climate Stewardship Plans;
conduct training sessions on climate change; initiate governance
and policy reviews; and for exploring potential investments in
sustainable asset classes.

- Enhance the company progress updates to demonstrate a
more robust link between engagement and outcomes

LGPSC is an active participant in the debate on good corporate
and investor practice. We value collaboration with peer investors
and with industry initiatives, which gives a stronger voice and
more leverage in engagement. Taking part allows us to access
data, research and tools available to members — and at the same
XMQI MR%YIRGI JYVXLIV HIZIPSTQIRX SJ XLI

. Table 2.4.2 below is a list of organisations and initiatives that
In 2021, we continued to explore areas of convergence and . . . .
LGPSC is an active member of and includes a brief assessment of

it h of the eight bespoke CRRs t
commonally across each of e eight bespoxe S0 XLII%GMIRG] SJ XLI MRMXMEXMZI ERH SYXG
JEGMPMXEXI GSPPIGXMZI EGXMSR EW E TSSP ;1 MHIRXM%IH E RYQFIV S43

recommendations that featured in all of the CRRs and worked

TABLE 2.4.3.1: PARTICIPATION IN INDUSTRY DIALOGUE

ORGANISATION/ ABOUT THE EFFICIENCY AND OUTCOMES

INITIATIVE NAME ORGANISATION/INITIATIVE

PRI OEVKIWX 6- VIPEXIH SVKERMWBEXMSWXERHEVH FIEVIV SJ KS!
globally. Helps with research, 6- 0+47' LEW FIIR E QIQFIV SJ 46-
TSPMG] MR%YIRGI ERH G S\WRGFISMEXRM B XLI TSSP ;I ZMI[ OH
IRKEKIQIRX (YVMRK TEMXMGMTEXMSR MR 46- XLVSYKL

,JJEH SJ 7XI[EVHWLMT L E WarFanral report and through membership of
E QIQFIV SJ XLI 46- APEWAMGWVOMRK +VSYTW EW GPIEVP]
i SVOMRK +VSYT ERH XLI 4#6S S8RKSMRK 6- HIZIPSTQIRX ERH °

i SVOMRKxXx+VSYT 7XI[TEVHWLMT 8LIQI IRKEKIQIRXW
lIGCC -R“ZYIRXMEP EWWIX S[RIV-ERH.BPWAEXTSVEXI| IRKEKIQIRX ER
(Institutional Investor Group on QEREKIV KVSYT 9WIJYP X8gagenieM Qrégkammes are both highly
Climate Change) change research and policy ZEPY|l EHHMRK XS 0+47'..W [SVO S

MR»“YIRGI (YVMRK O+@ZERKEHSR FILEPJ SJ EPP 4EVXRIV

SJ 7XI[EVHWLMT LEW FIIRhas aCle@rpukpose and seems attentive to

of the Corporate Programme QIQFIV RIITHW ERH MRTYX --+"" IRK

Advisory Group. FVSEHP] [MXL WXEOILSPHIVW JSV

TSPMG] QEOIVW MR XLI PIEH YT X¢
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Cross-Pool RI Group within LGPS 'SPPEFSVEXMSR KVSYT E Ghis3sVvd gool fotuid todallow discussion

TSSPW ERH JYRHW -RGPYHXWIRYRM®I QMRHIH MRZIWXSVW

ERH TSSP STIVEXSVW 0+ #hTHe sk regulatory environment and

7TXITEVHWLMT [EW :MGI 'L #wiM ¥intlal expelktations from Partner

group during 2021. *YRHW ERH FIRI“"GMEVMIW SR 6-
MRXIVIWX ERH SV YVKIRG] MRGPY
commitments for investors, human rights
VMWOW FMSHMZIVWMX]xIXG

The Local Government Pension 0+47' ,IEH SJ 7XI[EVHW L MDOisddssloris during 2021 have centred

Scheme Advisory Board QIQFIV SJ ER 6- %HZMW S ¥rpun/tBemes such as just transition,
XS 7% & XLEX [EW JSVQIH BERTHGX MRZIWXMRK ERH 1,'0+..W
start of 2021. Discussions are introduce TFCF aligned reporting across

LIPH SR 6- VIPIZERX TSPMGMTWERRMHW ERH *YRHW
standards that will have direct or

MRHMVIGX MQTPMGEXMSRW JSV 0+47 JYRHW
ERHXTSSPW

Transition Pathway Initiative (TPI) Analysis of companies based on 84- MW E LMKLP] YWIJYP XSSP XLE
XLIMV GPMQEXI VMWO Q Edré&cHy Q inffo¥n engagement and voting
quality and their carbon SR FILEPJ SJ 4EVXRIV *YRHW ;I Z
TIVISVQERGI| 84- EREP]WMIWMXMZIP] 84-..W GPSWI GSPPEF
VIWIEVGL XIEQ EX 07) +VERXLERYVMRK ERH MR XLI V
6IWIEVGL -RWXMXYXI SR 'PMREIX&IRFBH QEVO *VEQI[SVO [LMG
XLI )RZMVSRQIRX MW L M é&valBdtiondk é&mphhi progress against
ERH GEVVMIW MRHYWXV] MRMMWWRERMKRQIRX SR OI] TEVEQI?
0+47' ,IEH SJ 7XI[EVHW L MattipmsWlisclosures).

E QIQFIV SJ XLI 84- 7TXIIVMRWYTTSVX XLI TPERRIH INTERWM

Committee during H2 2021, and research through the establishment of a
since October 2021 a member Climate Transition Centre.

of the Board to the newly formed
84-xOMQMXIH

CDP "(4 MW E RSX JSV TVS¥X Gur Ewnbirshi bECOP is in support of
runs the global disclosure system SRKSMRK [SVO JSV GEVFSR IQMW\
for investors, companies, cities, across companies and sectors, and to tap
states and regions to manage their MRXS EREP]WMW ERH VIWIEVGL ;I
environmental impacts. "(4..W [SVO SR HIJSVIWXEXMSR M

"*SVIWX GLEQTMSRW TVSKVEQQI %
aim to tap into for our current and future
engagement on deforestation.

30% Club Investor Group -RZIWXSV KVSYT IRKEKM RKis forum has a clear target and allows for
FSXL 9/ PMWXIH TUYM XM | disdtssidn, learning and direct engagement
increasingly companies abroad, on [MXL PMOI QMRHIH TIIVW SR ER SF
KIRHIVXHMZIVWMX] KSZIVRERGI MWWYI (YVMRK E
0+47' LEW FIIR E QIQFIV WMRRYF -RZIWXSV +VSYT QIQFIVW
inception of our Company. 0+47' LEW IRKEKIH MR XLI .ETERI\
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BVCA
British Private Equity and Venture
Capital Association

9/ XVEHI FSH] JSV TVMZEBLMWNIYVYQ MW ZIV] YWIJYP JSV |

MRJSVQEXMSR -X EPWS VYRW HM!
GSYVWIW [LMGL LIPTW FYMPH ORS

LAPFF
Local Authority Pension Fund Forum

funds with sustainable and ethical
investment challenges.
LYQER VMKLXW VMWOW XLEX WXIC

JRKEKIQIRX [MXL GSQTE RMPRF haRkconducted engagements that
XLl 9/ ERH EFVSEH EWWMIWKGRBR ODRMDOIRXEV] XS 0+47'...W W

theme engagement effort, for instance in
reaching out to companies during 2021 on

MR GSR*»»MGX "SRIW WYGL EW 4EP
-WVEIPMXxXIVVMXSVMIW

Climate Action 100+

more than 700 investors with
a combined $68 trillion assets

JRKEKIQIRX GSPPEFSVE X NMh&shks &stargeted and robust investor

GSPPEFSVEXMSR [LMGL 0+47' ZMI[
ZEPY!I EHHMRK VIPEXMZI XS GPMQ

YRHIV QEREKIQIRX )RKEKMREKIQIRX 8LI "% &IRGLQE
GSQTERMIW SR GPMQEXI| VYWBQO[XVYEX[MXL WGSVIW TYFPMW |
are responsible for 80% of global March 2021, embeds structure and rigour
MRHYWXVMEP +,+ QMWW id 8Reasméntsdof tompanies against a

,JJEH SJ 7XI[EVHWLMT MW EEQYNMWKX\BENIGXSV]

XLl IMRMRK ERH 1IXEPW 7IGXSV +VSYT

Investor Forum

High quality collaborative 0+47' GS WTSRWSVIH ER -RZIWXSYV
engagement platform set up by coordinated plastic pellet prevention project
MRWXMXYXMSREP MRZIWXBSWM RIR 9/ IUYMEKIMIBZIVEVGLMRK

0+47' LEW FIIR E QIQFIV \Wi§RQsrt is to help companies achieve and
maintain zero pellet loss across their pellet

inception of our Company.
handling operations.
8LI 4VWX MRHYWXV] WXERHEVH W
for plastic pellet handling was published in

.YP]x

21

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority



LGPS CENTRAL LIMITEIANNUAL STEWARDSHIP REPORT021

Policy engagements and consultation responses:

Since inception of LGPSC in April 2018, the Company has taken
active part in policy dialogue on behalf of Partner Funds across

various themes and regulations including on ethnicity pay

reporting, tax transparency, modern slavery, climate change and
sustainability reporting requirements.

In Q1 2021 we co-signed detter to the COP26 President asking
for support to investors by seeking publication of key underlying
assumptions and commodity price projections tied to a 1.5C
scenario. The International Energy Agency’s special report Net
Zero by 2050: a Roadmap for the Global Energy Sector published
in May 2021 provides clarity in this regard. The roadmap highlights
the gap between where we are and where the 1.5 scenario says
we need to be. The IEA describes the energy transition as an
all-hands-on-deck crisis that “hinges on a singular, unwavering
focus from all governments—working together with one another,
and with businesses, investors and citizens. The Net Zero report
from IEA is actively used as a reference point when we engage
companies across sectors, for instance through the Climate
Action 100+ collaboration.

0+47" VIWT a®at|Al-Party Parliamentary Group for Local
Authority Pensions Funds consultation on Just Transition on 4
May 2021. We are of the opinion that the just transition must be
recognised as a global challenge as communities that stand to
be impacted the most by climate change are often situated in
developing countries. We consider that COVID-19 illustrates that
global challenges require global solutions. Government has an
important role to play in encouraging supporting innovation by
sending strong signals to investors in terms of policies, subsidies,
and taxes. For example, decisive carbon pricing and robust
regulation around carbon off-setting. Investors also have an
important role to play in bringing about a just transition through
both engagement with the corporations and assets in which we

M\: 20,
i LGPS Central Limited
S
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alignment does not tell us everything we need to know about the
climate risk faced by a portfolio.

Ahead of COP26 in Glasgow, LGPSC signed a statement alongside

586 other investors, managing $46 ftrillion in assets, urging
KSZIVRQIRXW XS YRHIVXEOI Y%Zl TVMSVMX]
climate investment before COP26. These priority actions include:

» Strengthening of NDC$ for 2030 before COP26.

+ Commitment to a domestic mid-century, net-zero emissions
target, and implementation of domestic policies to deliver
these targets.

« Incentivising private investments in zero-emissions solutions
and ensure ambitious pre-2030 action.

e Ensuring COVID-19 economic recovery plans support the
transition to net-zero emissions and enhance resilience.

» Committing to implementing mandatory climate risk disclosure
requirements aligned with the Task Force on Climate-related
Financial Disclosures (TCFD) recommendations.

LGPSC's stewardship provider, EOS, regularly engages on behalf

of clients with a wide range of stakeholders, including government
authorities, trade bodies, unions, investors, and NGOs, to identify

and respond to market-wide and systemic risks. As an example,

EOS co-authored a paper setting outinvestor expectations on

the alignment of the banking sector with the goals of the Paris
Agreement. The paper focused on three areas: the actions banks
WLSYPH XEOI XS EPMKR XLIMV “LZRERGMRK E
and the achievement of net-zero emissions; steps to strengthen

the governance of their climate strategy; and disclosure to
HIQSRWXVEXI MQTPIQIRXEXMSR 8LI TETIV |
by the Institutional Investors Group on Climate Change (IIGCC) in

April 2021 and a courtesy letter was sent to 27 banks by a group

of 35 investors, with a copy of the paper. Subsequently, the group

MRZIWX ERH XLVSYKL “RERGMRK XLI XYV Efitiatéd ¥dabdtatMexengblgeneis. WithRiéad Bahks EOS leads

just transition is being raised with companies that are in scope
of Climate Action 100+ engagement and companies will be
assessed on this in the 2022 benchmark exercise.

LGPSC expressed support for the Government to mandatenet
zero Metrics as part of TCFD reporting in a response to the
Department for Work and Pensions’ consultation on Climate
and investment reporting. We consider that mandatory reporting
will encourage more comprehensive reporting of emissions by
corporations and commitments to achieve net zero, particularly if
this regulation is supported by complimentary regulations across
XLI IGSRSQ]
a manner consistent with the regulation proposed by DWP may be
underestimated and we recognise that this might be challenging
for some investors to achieve. Furthermore, we think the metrics
will need to be carefully explained to stakeholders and net zero

or co-leads the dialogue with eight banks and takes an active
TEVXMGMTEXMRK VSPI [MXL ¥%ZIl SXLIV FERO

)37 EPWS IRKEKIW SR QEVOIX WTIGM¥“G XVI
an example, responded to a consultation by the UK Department

for Business, Energy & Industrial Strategy onmandatory Task

Force on Climate-related Financial Disclosures (TCFD) reporting

for listed companies, large private companies and limited liability
partnerships. EOS promoted enhanced regulation around climate

risk reporting in line with the TCFD recommendations. In the US,

EOS welcomed thedecision by Nasdag mandating that Nasdag-

8LI ¥RERGMEP GSWX EWW S Gl¥tedXddmddvi¥s sBodifl Nave SV 1¥ddtRulo Miferse directors

(including at least one woman and at least one member of an
underrepresented community). If companies do not, they must
explain why they have failed to do so under a phased transition
that started from 6 August 2021.

2 Nationally Determined Contributions (NDCs). Under the Paris Agreement each Party must prepare, communicate, and maintain successive nationally determined contributions it intends to achieve

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

22



LGPS CENTRAL LIMITEIANNUAL STEWARDSHIP REPORT021

[}

LA\ ﬂqﬂ
i LGPS Central Limited
—_—

~

PRINCIPLEe 2.5 Review of policies, assurance of processes and
assessment of the effectiveness of activities

Review of LGPSC RI&E policies

Prior to the launch of LGPSC in April 2018, LGPSC's Board approved
three Rl-related policy documents; 0+4 7"
LGPSC RI&E Policy and) + 4 7"
is subject to annual review by the LGPSC Board which happens
at the start of every year. Ahead of each annual review, LGPSC
consults its Partner Funds to solicit their views. Revisions will
then be taken through LGPSC's Investment Committee and
Executive Committee for discussion and approval before the
&SEVH “%REPP]
active interest in these policies and often recommend alterations
and enhancements. They are familiar with the issues and their
perspectives are welcome and add value.

In addition to Partner Fund consultation, we discuss trends and
developments in RI with investor peers on a continuous basis,
in particular with other LGPS pools (see overview of Initiative
memberships in Section 2.4 above). We also discuss voting
trends with EOS and with peer investors ahead of revision of
our Voting Principles. As an example, we have over the last two
years heightened our expectations on companies’ governance of
Board and Senior Management diversity (gender and ethnicity),
sustainability reporting and climate risk management. We have
done this in tandem and close alignment with similar changes to
EOS'’ voting policies and those of close peers.

At the start of 2021, we compiled an Rl Emerging Risk Register.
This will help us stay attuned to any regulatory initiatives (hard

and soft law) that may impact on our Rl approach and policies. We

consider this a “live” document that will be updated on a regular

basis in close collaboration with LGPSC’s Legal Team. We have
shared this document with Cross-pool peers through the Cross-

pool RI Working Group. Discussion on upcoming regulation,
consultations, other standard developments will be a regular item

for discussion within this group.

Ongoing information-sharing and review of
Stewardship Themes

Through our quarterly PAF RIWG meetings (See Section 2.2.1
above), we allow for information-sharing and debate/checks on

LGPSC's provision of RI services against the RI&E Framework.
All our Partner Funds take a keen interest in Rl and engagement,

[LMGL MW E VI%2IGXMSR SJ XLIMV YPXMQSK(ASJIEllgé%GMEVMIW...

interest in climate change and broader sustainability issues.

LGPSC undertake an annual review of the effectiveness of
the Stewardship Themes in close collaboration with Partner
Funds. During 2021, we conducted a review through PAF RIWG
discussions which resulted in the following adjustments:

« Climate change remains the number one theme

» Biodiversity and land use should be included alongside

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

EWWIWWIW ERH ETTVSZIW

GPMQEXIXGLERKI

The S in ESG should feature more prominently, with a

6-) *VEQJI[SV cpreference for focus on Human Rights
(SXMRK 4.\Each doctment\W pescription of themes in light of discussions with Partner Funds:

CLIMATE CHANGE

Climate change is regularly among the

; SVPH )GSRSQMG *SVYQ..W XST %ZI
risks, both in terms of likelihood and

|>r(n|f)ac Thir;olrjglgh g‘o%n pNy'é'lca)l(rllzsI% |(e a.,

increases in extreme weather events)

and market risks (e.g., impact of carbon

pricing or technology substitution), climate change impacts

institutional portfolios. In addition, greater incidence of
»SSHMRK

already having profound societal consequences.

In the UK, campaign groups, governments and regulators
are increasingly taking an interest in the extent to which
investors are managing climate-related risks. This includes
the Environmental Risk Audit Committee, Department
of Work and Pensions, Financial Reporting Council,
divestment campaign groups, and more. TCFD reporting
will become mandatory for LGPS Funds from 2023. Investor
best practice on climate change is emerging through the
Institutional Investor Group on Climate Change (IIGCC) Net-
Zero Investment Framework.

Biodiversity loss could reduce nature’s ability to provide

goods and services, including food, clean water and a
stable climate. Tropical forests play an important role

in tackling climate change, protecting biodiversity and

ensuring ecosystem services. Forests alone absorb one-
third of the CO2 released from burning fossil fuels every
year. During COP26 we have seen governments pledge
to halt deforestation by 2030. Financial institutions,

including LGPSC, have committed to engage with a view
to eliminating commodity-driven deforestation by 2025

through engagement at policy and corporate levels.

SRKSMRK

Plastic pollution is a global problem
that is continually growing due to both
an increase in consumerism and an
increase in the number of plastics
used to manufacture the things we use
regularly. Some companies are starting
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to change the way they use these plastics and are actively
taking steps to reduce waste.

As well as the negative effects on the planet, companies
XLEX TYVGLEWI YWI SV TVSHYGI

plastic could face regulatory tightening, more plastic taxes,
and reputational damage as consumers and policymakers
become more aware and mindful of the problem. It will be
necessary to look at both shorter-term targets companies
should strive for, in line with emerging best practices, as well
as a longer-term vision for “zero leakage/waste” by 2050.
0+47' NSMRIH E GEPP SR FILEPJ SJ
institutions) on United Nations member states to commit

to the development of a global treaty on plastic pollution to
commence early 2022. Agreement has since been found to
negotiate a treaty (See further detail below in Section 4.2).

The trust an organisation builds with
its stakeholders is of critical (though
intangible) value. As a measure of
an organisation’s contribution to the
economies it operates in, tax is a key
dimension in building that trust.

Global corporate tax avoidance is estimated to cost
governments $240 billion globally in foregone revenues
each year. Companies with overly aggressive tax strategies
could be storing up liabilities and could damage their
reputation with key stakeholders. While many countries are
providing various forms of tax relief to businesses during the
COVID-19 pandemic, it seems reasonable for investors to
expect companies to pay their fair share of tax. G20 leaders
have recently agreed a corporate tax deal for minimum
15% corporate tax, which adds to the expectations for
responsible tax behaviour.

TECHNOLOGY AND DISRUPTIVE INDUSTRIES
RISK - REPLACED BY HUMAN RIGHTS

The current technology theme is a sector-

M\: 20,
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Amazon, Apple, Facebook, Microsoft and Twitter) on human
rights risks including privacy and data protection; freedom
of expression; disinformation and political discourse; and

W M K M diserimigation: @d atex sheeehy We also know that

weak labour rights in supply chains (especially in emerging
markets), both in the technology sector and across other
industries, can cause reputational damage that in turn risk
undermining shareholder value over the long term.

We view it as feasible to adjust this theme to a broader
Human Rights theme that would allow a greater focus on

FY W Mk sndVebduRightyaRresk o idames and sectors. We

would take as a starting point the UN Guiding Principles for
Business and Human Rights, which also apply to investors.
Ongoing engagements on Modern Slavery and related to
XLI -WVEIP 4EPIWXMRI
captured under this theme.

AAF controls

LGPSC carried out an externally assessed AAF 01/06 — Assurance
Reports on Internal Controls of Service Organisations under
the guidance issued by the Institute of Chartered Accountants

in England and Wales which was issued in May 2021. These
internal controls include testing of the accuracy of Rl data and

implementation of RI processes in relation to LGPSC’s voting
policy, voting implementation, and accuracy of voting data. As

part of the AAF controls, LGPSC carries out quarterly internal
quality controls of engagement and voting data before this is

shared with Partner Funds through Regular Stewardship Updates.
We also conduct an annual review of EOS’ stewardship services,
which is based on multiple interactions with EOS during the year
(see Section 3.3 below). This review is shared with our CIO and the
LGPSC Investment Committee.

EOS has its voting process independently assured on an annual
basis (AAF 01/06).

Internal audit of RI&E function

In 2021 an internal audit of the Responsible Investment function
was conducted by KPMG. The objective of this internal audit
was to assess the design and embeddedness of the processes
in place surrounding LGPS Central's RI&E policies and underlying
procedures. This included a review of the governance processes
and approach to external manager onboarding and ongoing

WTIGM¥%G XLIQI XLEX GSZIVW WIZIVEP V%Wt&’i?ﬁf). The audit found that controls were generally

factors. LGPSC's engagements have
primarily focused on human rights risks
for tech sector companies, including
social media content control. These
areas have come under increased scrutiny from regulators
and stakeholders more broadly including companies that
advertise on social media platforms. We envisage continuing
engagement with tech sector companies (Alphabet,

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

appropriate, working effectively to manage risks and provide
reasonable assurance that objectives should are met. Some
IRLERGIQIRXW XS XLI
in particular the acquisition of an ESG data analysis tool (see
7IGXMSR EFSZI
information to key governance committees. Resource constraints
in the responsible investment team were also noted. We are
working through the audit actions and the appointment of one
additional member of the RI&E Team has already been achieved.
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PRINCIPLEG 3.1 Client communication on activities and outcomes of
stewardship efforts

Figure 3.1.1: Breakdown of LGPSC Assets under Management as at 31 December 2021

Asset Class Breakdown

@ Listed Equity80%
@ Fixed Income 19%
Private Equity 1%

@ Infrastructure 0.02%

* Infrastructure is 0.02% of AUM

Figure 3.1.1 shows a breakdown of LGPSC ACS Fund which have been set up to meet Partner Fund investment needs. LGPSC is in
continuous dialogue with its Partner Funds on both the development of new investment funds and reviewing existing funds to ensure
that Rl is clearly visible both at inception and throughout the life of the fund offerings. The primary tool to ensure this, is LGPSC’s RI
Integrated Status approach (see Section 3.2 below).

Figure 3.1.2: Breakdown of exposure by geography

Geography Exposure

@ Middle East & Africa2%
8 Latin America & Caribbean2%
%WWME 4B% MY G

Europe23%

North America 42%
@ Oother3un

United Kingdom 12%

3 -RGPYHIW PMWXIH IUYMXMIW %\IH MRGSQI TVMZEXI IUYMX] ERH MRIJVEWXVYGXYVI (EXE JSV XLI PMWXIH IUYMXMIW ERH %\
September 2021. Total AUM represented is £16.3bn.’
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Development of new funds

As investors increasingly take account of climate considerations,
index providers continue to launch indexes that help investors  °
align their funds with net zero and the transition to a low carbon
economy. Initially, climate index products had a simple focus .
on reducing carbon emissions and fossil fuel reserves. These
considerations were implemented successfully in the design of
the LGPSC AW Equity Climate Multi Factor Fundlaunched in
October 2019 and have helped considerably reduce the level of
reserves and emissions compared to the traditional market cap
index. However, more recent index launches make use of forward-

M\: 20,
i LGPS Central Limited
S

~

Ongoing dialogue with Partner Funds on application
of the RI&E Framework

LGPSC seeks Partner Fund views when identifying and revising
Stewardship Themes

Quarterly Rl Working Group (RIWG) meetings allow for
knowledge sharing and scrutiny

Annual Rl Days have been held over the last three years to
allow a deeper debate on key topics (divest/engage; climate

change; net zero alignment)

Increasing attention to RI at the AGM and at Client Joint

PSSOMRK HEXE XS VI%IGX XLI GSQQMXxQ | RLIMYEEMeetipds Wip alParing Fends

taking to become aligned to the Paris Climate Agreement.

There are two main types of benchmarks, Climate Transition
Benchmarks (CTB) and Paris Aligned Benchmarks (PAB). The
benchmarks are both designed to achieve net zero by 2050 and
operate in line with the regulations and minimum standards laid
out for EU Climate Transition Benchmarks and EU Paris-aligned .
Benchmarks. The aim of these benchmarks is to achieve an
immediate and an annual reduction in emissions, achieving net
zero by 2050.

The Team at LGPSC are currently consulting with index providers
and examining these index products to review and compare the

PAF meetings: RI included as a standing item at the start
of 2021, in response to increased interest in this area from
Partner Fund Pension Committee members and the broader
stakeholder group

Ongoing Stewardship reporting

6IKYPEV 7XI[EVHW Lincludiagl engagement and
voting examples (progress, outcomes)

:SXI F] ZSXI HMWGPSWYVI SR 0+47' [IFWM X

Quarterly Performance Reporting including RI narrative

Quarterly Media Roundup which gives highlights of RI-related

SJJIVMRKW 8LI EMQ MW XS %RH E WSPYXMIRSAERVEERMIEMS £| ExXVEGXMZI XS

our Partner Funds, be consistent with net zero commitments and
allow us to develop a benchmark suitable for a future fund launch.

LGPSC’s Active Equities Team continued to develop &lobal
Sustainable Equity Investment solution comprising three funds .
throughout the course of 2021. The funds are now expected to
launch in Q2 2022. The Team has investigated different tools
which could be used for measuring impact of the funds and
looked at several different secondary benchmarks which could be
used for internal measurement purposes. See further detail on the
tendering process in Section 3.2 below.

Measures of Success against the Annual Stewardship Plan
are presented to Partner Funds at RIWG meetings

PRI report
%RRYEP 7XITEVHWLMT 61TSVX

Bespoke assistance to Partner Funds

The bulk of the time for the LGPSC RI&E Team is intended for
1ERHEXI
that existing LGPSC Funds are managed according to the Fund’s
Rl Integrated Status. We also provide Call-off Services in the

WIVZMGIW [LMGL FIRI¥X EPP 4EVX

JSVQxSJ

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

Communications (ad-hoc ethical Freedom of

Information requests)

queries,

Training

Policy development

Presentations

Climate Risk Monitoring Service (see Section 2.4.2 above)
Compliance with the UK Stewardship Code 2020
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PRINCIPLEe 3.2 Integration of material ESG issues including climate change

3.2.1 ESG Integration during Manager Selection

An assessment of RI&E is a core part of LGPSC’s manager selection process. Typically, manager selection processes are done in three
broad stages: standard questionnaire, request for proposal, and manager meetings, of which RI&E assessments feature in all three.

In stages one and two, the RI&E Team draft questions for insertion and then score the managers based on their responses. In both
WXEKIW E [IMKLXMRK MW EXXEGLIH XS XLI 6-) UYIWXMSRW XS VI%IGX XLI MQT.
representative from the RI&E Team then attends all the manager meetings. A key objective in the assessment of a manager is whether

the ultimate decision maker is engaged in the integration of ESG factors into his or her decision-making process. Managers will not be
ETTSMRXIH YRPIWW XLI] GER HIQSRWXVEXI|I WY3%GMIRX E[EVIRIWW SJ ERH EFMPMX] XS

CASE STUDY

Tendering for Global Sustainable Equities Mandates

In close dialogue with our Partner Funds, we decided that the tendering for Global Sustainable Equities Mandates would take
the form of a three-sleeve approach encompassing Broad, Thematic and Targeted offerings. LGPSC’s Active Investment Team
GSRHYGXIH E XLVII WXEKI WIPIGXMSR TVSGIWW LEZMRK EHZIVXMWIH JSV TSX
Questionnaire, attracted 77 applications across the three sleeves. Applications were all read and marked by members of the Team
in a fair, transparent and consistent manner with support from the RI&E Director and the Investment Risk Manager. 22 applications
were selected to progress to the next stage, The Request for Proposal. Submissions were read and marked by the Team in the sam¢
QERRIV 2MRI ETTPMGEXMSRW GSQTVMWMRK XLVII JSV IEGL WPIIZI [IVI XEOIR
September 2021 and consisted of 3-hour meetings for each manager. Due to Covid-19 restrictions, this took place online. Meetings
included a 1.5-2-hour presentation followed by breakout sessions in separate virtual meeting rooms which provided the Team with
further insight on focused areas such as RI&E and Risk. The presentations and interviews were scored by the Team and resultex
in three managers being selected, one for each sleeve. Following the selection of the successful managers, the Team has receive
expressions of interest totalling around £1bn from Partner Funds. The funds are now expected to launch in Q2 2022. The Team
has investigated different tools which could be used for measuring impact of the funds and also looked at a number of different
secondary benchmarks which could be used for internal measurement purposes.

RXME

XLVS

3.2.2 LGPSC'’s RI Integrated Status for all ACS Funds

Since April 2018, LGPSC has been integrating RI&E into all (relevant)
asset classes’. We have established an overarching KPI that 100%
of product launches must receive our RI Integrated Status (RIIS).
The RIIS is accorded to a product if a document explaining how RI
will be integrated into the day-to-day management of the product
has been approved by the Investment Committee. The process is
designed to give internal and external stakeholders full assurance
that Rl is being integrated with the breadth and quality they desire.

The proposal for RIIS within particular investment products is

communicated via an RIIS Document, which is co-sponsored by
the Director of RI&E and the relevant Investment Director for the
product(s). By requiring co-sponsoring of the RIIS documents, we
ensure that RI&E is an integrated process, not a siloed affair. The
RIIS proposal will be approved by the Investment Committee if

activities and reporting achieve, in a manner suitable to the asset
class, product, or mandate in question, the Company’s agreed
Rl aims: (1) primarily, to support investment objectives; (2)
WIGSRHEVMP] XS FI ER INIQTPEV JSV 6-
industry, promote collaboration and raise standards across
the marketplace. RIIS is given to a fund once the Investment
Committee approve the following criteria:

« Our RI beliefs relevant to that asset class are being followed

* Relevant RI related documentation support the decision to
invest e.g., policies and procedures at external managers or
co-investment companies

» Fund managers factor Rl into their selection of portfolio assets

RI reviews are carried out by the fund managers frequently

XLI] EVI WEXMWY:1H XLEX XLl GSQFMREXMS RS aPPHIG/QNER x1GLRMUYIW

4 Relevance is judged case by case but only in exceptional circumstances would it be deemed not relevant to integrate RI. In one case, UK Gilts, have we deemed RI and ESG integration as irrelevant.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

28

[M X



NDNVPR
LGPS CENTRAL LIMITEIANNUAL STEWARDSHIP REPORT021 i LGPS Central Limited

—

« Our delegated stewardship responsibilities are carried out thoroughly e.g., engaging with companies, shareholder voting, manager
monitoring, industry participation

« Fund managers are transparent in their reporting to clients and the wider public

We provide some examples below of how the RIIS differs for different funds and asset classes in question.

ACTIVE EQUITIES

PASSIVE EQUITIES

FIXED INCOME

PRIVATE EQUITY

0+47' LEW WIZIVEP MRZIWXQIRX FIPMIJW WTIGM¥*“.G XS EGXMZI IUYMXN
[MXLMR XLMW EWWIX GPEWW 8LIWI FIPMIJW MRGPYHI EQSRKWX SXL
TVMGIH FSXL MR HIZIPSTIH ERH IQIVKMRK QEVOIXW XLI INXIRX XS [l
TEVXMGYPEV WXSGO SV WIGXSV ZEVMIW ERH XLEX IRKEKIQIRX [MXL
QEREKIQIRX ;I TPEGI E PSX SJ ZEPYI| SR XLI QEREKIV WIPIGXMSR TV
EVI FIMRK JSPPSJ[IH F] XLI QEREKIV 4SWX MRZIWXQIRX QSRMXSVMREK
by analysing the portfolios in Bloomberg, inspecting managers’ responses to quarterly data requests,

ERH UYIWXMSRMRK QEREKIVW HYVMRK UYEVXIVP] GEPPW ;I NTIGX Q
TSWMXMSRW [MXL E HIXEMPIH EREPIWMW SJ XLI )7+ VMWOW ERH STT

*SV TEWWMZI ERH JEGXSV FEWIH IUYMX] JYRHW [I TPEGI E KVIEXIV IC
SYV QEMR XSSP JSV )7+ MRXIKVEXMSR 8LMW VI%IGXW SYV FIPMIJ XL
E[E] MHMSW]RGVEXMG )7+ VMWO PSRK XIVQ WIWXIQMG )7+ VMWO GE
XIVQ MRZIWXSVW WLSYPH YXMPMWI XLIQEXMG WXI[EVHWLMT XS QMX]
MR%YIRGI GSVTSVEX|I TVEGXMGIW 61%IGXMRK XLMW 0+47 'IRXVEP JS
SR JSYV 7XI[EVHWLMT 8LIQIW [LMGL EVI EKVIIH [MXL SYV 4EVXRIV *Y|

;1 FIPMI1Z]1 XLEX XLI INXIRX XS [LMGL ERH XLI [E] )7+ MW MRXIKVEXIH
WMKRM¥“GERXP] F] XLI X]TI SJ MWWYIV GSVTSVEXI WSZIVIMKR WYT'
Y“XW EPP ETTVSEGL MW YRPMOIP] XS FI STXMQEP ;I VIZIGX XLMW FIF
-RGSQI QERHEXIW (YVMRK XLI WIPIGXMSR SJ 0+47'..W 1YPXM %WWIX
[ EWOIH QEREKIVW XS TVSZMHI XLVII NEQTPIW IEGL TIVXEMRMRK XS
XLEX 6- [EW FIMRK JYPP] MRGSVTSVEXIH MRXS EPP EWTIGXW SJ XLI T

i MXLMR 4VMZEXI 1EVOIXW 6- MW MRXIKVEXIH MRXS HYlI HMPMKIRGI S
GSZIVW TSPMG] TISTPI TVSGIWW TIVISVQERGI ERH XVERWTEVIRG]
LMKL VMWO IMXLIV HYI XS MXW WIGXSV SV KISKVETLMGEP PSGEXMSI
MW GSRHYGXIH 8LI “RHMRKW SJ XLI HYI HMPMKIRGI VITSVX EVI GSR
-RZIWXQIRX 'SQQMXXIlI ETTVSZEP TVSGIWW *SPPS[MRK ETTSMRXQIRX
SR QEXIVMEP )7+ MRGMHIRXW *SV GS MRZIWXQIRXW ER 6- VMWOW VI
question is issued.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 29
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3.2.3 LGPSC’s monitoring of managers’ ESG integration and engagement

(ESG guestionnaires etc.)

Active Equities and Fixed Income

Once appointed, we require external Public Market fund managers
to complete a quarterly ESG questionnaire. Some disclosure items
are “by exception” (for example alerting us to changes in ESG
process or personnel) and others are mandatory. LGPSC receives
quarterly data from external fund managers on the number of
engagements undertaken and the weight in portfolio. We set
expectations regarding the volume and quality of engagement,
and we assess climate risk including portfolio carbon footprint,
and exposure to oil, gas and coal producers. To send a unique
voting signal to investee companies LGPSC votes its shares -
whether externally or internally managed - according to one set
of Voting Principles. While the ultimate voting decision rests
with LGPSC, we have a procedure through which we capture
intelligence and recommendations from external fund managers
(See section 5.2 below).

The RI&E Team attend quarterly monitoring meetings with external
managers. The purposes of RI&E monitoring are to analyse
the level of ESG risk and climate risk in the portfolio, determine
whether the manager is successfully applying the ESG process
that was pitched, and assess whether that ESG process is proving
successful. Monitoring is achieved through a combination of
our own internal portfolio analysis, inspection of the manager’s
responses to quarterly data requests, and via dialogue at the
quarterly meetings.

LGPSC has developed a Red, Amber, Yellow, Green (RAYG)
rating for manager monitoring, of which RI&E is a core
component. These ratings get updated each quarter based
on the discussion at the manager meetings. The RAYG
rating is split into four possible ratings: red (manager fails

to convince, warrants formal review with potential manager
exit), amber (manager warrants closer scrutiny with potential
JSV KSMRK SR "[EXGL% ]JIPPS]
with minor areas of concern) and green (manager shows
clear strengths tailored to requirement). We score managers
on four components of their RI&E approach:

1. philosophy, people and process

2. evidence of integration

3. engagement with portfolio companies
4. climate risk management.

61%2IGXMRK MXW MQTSVXERGI
the weight in the overall score.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

Private Equity

For our primary private equity funds, LGPSC conducts a review,

every 2 to 3 years, of each fund's RI&E processes. We utilise

XLI WEQI %4zl TMPPEV WGSVMRK JVEQI[SVO
performance, and transparency & collaboration) that we assess

during the original due diligence. The review is based on literature
TVSZMHIH F] XLI JYRH ERH SR VIWTSRWIW X
put to the manager. Following this, we rescore the manager on

each pillar and assess whether they have improved since the

initial due diligence. In 2021 LGPSC completed RI&E reviews for

all the Funds within our 2018 Fund Vintage.

For our private equity co-investments, the RI&E Team worked
closely with the Private Equity Team in 2021 to implement a KPI

ESG programme. As part of this process, we established a set of
RI&E KPIs, covering both generic metrics to be collected from all

GS MRZIWXQIRXW MVVIWTIGXMZI SJ WIGXSV
to the co-investment in question. On the latter, it was important

to us that the KPIs were bespoke and covered the material ESG
VMWOW WTIGMYG XS XLI FYWMRIWW QSHIP
It is our intention to receive annual disclosures against the KPIs

from each of our co-investments, allowing us to track their ESG
performance on a regular basis. Examples of generic KPI metrics

that are being collected on an annual basis include Scope 1 and

2 GHG emissions, staff turnover rate and lost-time incident rate.

LMW [MPP TVSZMHI GSR¥%“HIRGI XLEX XLI G
managing their ESG-related risks effectively.
QEREKIV MW JYP“PPMRK VSPI FYX
XLl 6- ) GSQTSRIRX GEVVMIW SJ
30
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3.2.4 Cross-team interaction in development of new LGPSC funds

Proposals for product development are discussed and challenged at the Investment Committee (IC) and the Private Markets Investment
Committee (PMIC), which derives its authority from the IC and the Board. The Director of RI&E is a voting member of IC and PMIC.
These committees scrutinise investment proposals at a preliminary stage and authorise appropriate expenditure in connection with

JYPP HYI HMPMKIRGI

ERH RIKSXMEXMSR SJ MRZIWXQIRXW 8LI

6- ERH 7XI[EVHWLMT M

initial preliminary review. A due diligence report, including due diligence by the RI&E Team, is presented to the IC or PMIC for scrutiny and

“ZWREPXETTVSZEP

CASE STUDY

Launch of Infrastructure Fund

A recent example of cross-team interaction is provided by
the Q1 2021 launch of the LGPSC Infrastructure Fund which
invests in a variety of renewable energy solutions. The RI&E
Team had full access to all the deal documentation and met
with the ESG teams of the shortlisted managers. Due diligence
showed that overall ESG integration and stewardship were
strong at both managers, however areas for improvement
[IVI MHIRXMYIH EVSYRH WYTTP] GLEM
the company’s human rights’ policies. We will re-assess and
discuss the situation related to human rights risk oversight

ERH QEREKIQIRX EX XLI VWX VIZMI[

\ J

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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D BRIECKNt&IN BiXads& ImiStRat iBcludes hedging strategies,

CASE STUDY

Due diligence for Targeted Return funds

LGPSC are looking at targeted return funds, i.e., funds that
aim to achieve a positive total return in all market conditions
SZIV E WTIGM%Y“G XMQIJVEQI 8LI MRXI
investment fund for targeted return to be launched in H2 of
2022. These fund types present challenges from an ESG
integration perspective as they cover a range of strategies
(to obtain a return across both falling and rising markets),

bank loans and other securities for which ESG integration
methodologies are still nascent. The RI&E Team conducted
initial due diligence on the responses submitted by the asset
managers, leveraging knowledge around leading practice
when assessing various strategies used. For instance,
PSSOMRK EX MRGSVTSVEXMSR SJ W]
analytics into managers’ quant models and investment

analysis as well as other approaches such as using ESG
Futures, where the weightings within the index are based on
ESG scores. Further diligence was done via meetings with
the senior representatives of the respective managers, where
the LGPSC RI&E Team were able to clarify any points around
their integration, monitoring and stewardship. Special regard
was given to intent and forward-looking plans to build out

their current KPIs and metrics across all the ESG pillars. It
was interesting to note that the managers were using an ESG
overlay not just to mitigate risk but also in many instances as

a value creation lever for generating better returns.

RXMS

[ IGMY
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PRINCIPLE@ 3.3 Signatories monitor and hold to account managers and/

or service providers

3.3.1 Monitoring of external managers

Active Equities

J\XIVREP JYRH QEREKIVW EVI QSRMXSVIH MR SVHIV XS IRWYVI XLI SRKSMRK ETTPMGE)>
Managers report on a regular basis to LGPSC in respect of how engagement activities have been discharged during the period in review.

In 2021, LGPSC'’s external managers conducted 203 direct engagements with companies held in the Global Equity Active Multi-
Manager Fund and Emerging Market Equity Active Multi-Manager Fund. We provide below some case studies of engagements

undertaken by our managers.

Deere & Co, Union, LGPSC Global Equity
Active Multi-Manager Fund

Disclosure improvements and implementation of a
GPMQEXIXTSPMG]

Industrials

Transparency & Disclosure; Management Remuneration

The company was a middling ESG candidate, lacking a
net-zero policy and general transparency on a number of
J7+XQIEWYVIW

Union conducted repeated engagements with the company
since Biden’s election (which served as an impetus to develop
their sustainability competencies before regulation forced

them to do so).

While the company does not use ESG KPIs as a criterion for
manager remuneration, engagement efforts on this topic

have been successful, and the company has committed to

introducing these by 2023. Additionally, they are drafting

a net-zero policy and have shown openness to integrating
the UN SDGs into their practices. Union sees these actions
EW TVSQMWMRK ,%VWX WXITW.. ER
in an advisory role to help encourage Deere’s continued
ESG growth.

China Mengniu Dairy Company, UBS,
LGPSC Emerging Market Equity Active
Multi Manager Fund

Disclosure improvements

Consumer Staples

Strategy and Business Model; Transparency &
(MWGPSWYVI x2YXVMXMSR

China Mengniu scored poorly on the Access to Nutrition
Index. This appeared to be due to the sole use of publicly
disclosed information. In the past, other companies have
had the opportunity to engage with the Access to Nutrition

Foundation to share additional information and work towards

enhanced practices and disclosures.

UBS co-led a collaborative engagement as part of their
membership of the Access to Nutrition Network. There were
a total of 30 investors supporting the engagement and 10
participating in the engagement meeting itself.

The company has proved to be very receptive to the
engagement and has requested a follow-up meeting with UBS
and the Access to Nutrition Foundation to better understand
best practices as well as the methodology of the Index. They
have committed to enhance disclosure on existing practices
and to enhance practices.

Engagement undertaken by LGPSC's external managers in 2021 has been comprehensive and robust. These managers are all long-term
investors with sizeable positions in their highest conviction portfolio holdings, giving them excellent access to company management
which they used effectively to drive company change. There were a few occasions where the level of engagement disclosure was
unsatisfactory, or where the link between an engagement and subsequent investment decision-making was not clear. In these instances,
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fund managers were marked down during our RAYG rating (red
— amber — yellow — green) review and LGPSC discussed its
concerns in the quarterly meetings.

N
An example of LGPSC changing the RAYG rating occurred
in Q3 2021. Going into 2021, one of our managers achieved
only a ‘yellow’ status due to concerns around the level
of engagement being conducted. Compared to other
managers, the number of engagements appeared low, and
the accompanying description was poor. LGPSC initiated a
dialogue with the manager around this issue and reiterated
our expectations for managers’ stewardship activities.
Following this, the level of disclosure greatly improved. The
manager now provides a full summary of their interactions
with investee companies, and we are able to gain greater
GSR¥%“HIRGI XLEX XLI QEREKIV MW
position to maximum effect. We subsequently upgraded the
QEREKIVW IRKEKIQIRX VEXMRK JVSQ

Vs

= J

Fixed Income

0+47" ZMI[W IRKEKIQIRX [MXL Y \IH MRGSQ
and value accretive, both via information gains and via the
TSXIRXMEP XS MR%YIRGI GSQTER] QERE
this belief when selecting and onboarding managers. We look for

HDFC Bank, M&G, LGPSC Emerging
Market Debt Fund

To encourage better clarity on HDFC's policy on coal

Financials

Coal lending

To gain a better insight into the group’s coal exposure and
look for clearer disclosure on its policies around lending to
coal companies.

M&G met with the company twice to discuss this issue.

Following M&G’'s meeting, HDFC Bank committed to
becoming carbon neutral by 2031/2032. As part of this
initiative, the Bank is looking at reducing its emissions, energy
and water consumption. While this is a step in the right
direction, M&G still believe there is little visibility on whether
the bank will be more direct in its communications around
lending to the coal sector. M&G intend to monitor the situation
JSV JYVXLIVXTVSKVIWW

E L, ]IPPS]...

evidence of robust issuer engagement and any manager unable

to provide this is marked down. Once appointed, LGPSC monitors
IRKEKIQIRXW YRHIVXEOIR F] %“\IH MRGSQI
quarterly meetings. We seek to determine whether the manager is
JYPY%ZPPMRK XLI PIZIP SJ IRKEKIQIRX XLEX [I
accordingly if the response is unsatisfactory. These discussions
subsequently feed into LGPSC’s manager scoring system.

il GSRWMHIV SYV %%\IH MRGSQI QEREKIVW
meaningful and effective engagement in 2021. Throughout

the year, LGPSC’s external managers conducted 349 direct
engagements with companies held in the Global Active
Investment Grade Corporate Bond Multi Manager Fund, Global
Active Emerging Market Bond Multi Manager Fund and Multi Asset
Credit Fund. We provide below two case studies of engagements

our managers have undertaken on our behalf.

YWMRK XLIMV S[RIVWLMT

XS Ex,KVIIR ...

National Grid, Neuberger Berman, LGPSC
Global Active Investment Grade Corporate
Bond Multi Manager Fund

(1) To gain a greater understanding of how the company is
managing the physical climate risk facing parts of its asset
base and;

(2) to encourage a repositioning towards electrical
infrastructure assets and away from gas assets.

Utilities

Energy transition

Neuberger Berman have concerns over the long-term
stranded asset risk and limited growth potential exhibited in
XLl %4VQ..W KEW XVERWTSVXEXMSR E

Neuberger Berman have been conducting engagement with
the National Grid over several years, a programme which has
included regular discussions with the issuer's management
team, investor relations team, segmental managers, industry
competitors, and regulators.

As a result of the engagement, National Grid have agreed to
ER EWWIX W[ET [LMGL WMKRM¥“GERXP
fast growing infrastructure assets. The deal strengthens the
company'’s role in building and operating the infrastructure
required to meet the rising demand and changing energy
mix that accompanies the low carbon transition. Neuberger
Berman are encouraged by the capital allocation shift.
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Private Markets

Private equity fund managers are monitored through regular

RI&E reviews every 2-3 years. In 2021, all of our private equity

[}

LN qa,
%PS Central Limited
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~

this challenge, we worked closely with each GP to identify areas
where we can currently collect data, and areas which would
VIUYMVI JYVXLIV [SVO ERH IRKEKIQIRX [MXL

JYRHW XSSO WXITW XS MQTVSzI xLimyv a2 3§ PeRnnirmarionq ight!g adritignawe will challenge

MQTVSZIH VEXMRKW EKEMRWX SYV %ZI TMM'BEEUVWB%WWEQK%‘?/%%%&%&WH enquygh wyjh the co-

3.3.1.1 provides a summary of the areas where our private equity
managers made improvements in 2021.

Figure 3.3.1.1 RI&E improvements between the initial due diligence

and review

Policy

People

Process

Performance

Trans. &
Collab.

0% 10% 20% 30% 40% 50% 60% 70% 80%

@ 'nitial Due Diligence [} Review

At a high level, we observed the following trends within our

2021 Private Equity RI&E Reviews. GPs are rapidly expanding
their RI&E resource. A number of our managers are hiring
dedicated ESG professionals, initiating ESG working groups
and utilising external advisors to provide RI training for all

staff members. In turn, we've seen an increase in the number
of GPs collecting ESG data from their portfolio companies.

Transparency has also improved, with more GPs offering

annual ESG reports and material incident reporting to LPs.
While these trends are positive, we are conscious that private
markets continue to lag public markets in several aspects, so

we will continue to engage with our private equity managers

on these areas. A particular focus point for LGPSC in 2022
includes pushing for even greater transparency as we would

like to see greater standardisation in the metrics reported

across different PE funds.

As part of our KPI monitoring programme we reached out to 80%
of our co-investment GPs in 2021. During meetings with the GPs,
we noted that collecting comparable and standardised data on our
co-investments would prove challenging due to the different RI&E
programmes and approaches that each GP employs. To overcome

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

ZIWXQIRX %%VQ SR WWYIW [I HIIQ QEXI\
WEXMW¥%IH [MXL XLI +4..W QSRMXSVMRK 1JJ:¢
with them on any areas we believe require enhancements in the
future. We provide our Partner Funds detailed reporting on each
co-investment's RI&E KPlIs.

In Q1 2021 we reached out to one of our GPs to establish RI&E|
/4-W JSV E GS MRZIWXQIRX ¥%VQ 8LI
of its current monitoring efforts, which included an ESG
dashboard and impact KPIs. LGPSC found the monitoring
and KPI programme to be highly comprehensive and detailed,
exceeding our expectations. Through its due diligence and
/4- QSRMXSVMRK XLI +4 MHIRXMY:1H
investment could improve. As a result, the GP engaged with
XLl %4VQ XS GVIEXI ER EGXMSR TPER
journey strategy and an environmental impact assessment.
The GP was very transparent, sharing metrics and underlying
data and welcomed LGPSC's input on KPI development.
Moving forward, LGPSC will receive updated disclosure
against the dashboard and KPIs on an annual basis, allowing
us to track the progress of the Firm. In addition, we will
continue to meet with the GP on an annual basis to discuss
any areas we believe require enhancements in the future.

+4 TV

WIZIV

[LMGI

Future developments to the manager monitoring

We plan to undertake a three-yearly review in 2022 of our Active
Equity and Fixed Income managers. While we attend regular

monitoring meetings, these reviews will include a deep dive

of the managers RI processes so LGPSC can ensure their ESG
integration remains best practice.

In the private markets space, we intend to continue our private
equity RI&E reviews. We also envisage that this practice will
be rolled out to our private debt, infrastructure and property
MRZIWXQIRXW SRGI XLIWI EVI ““REPMWIH
space, we intend to work with our GPs to improve the quality of
data being disclosed. As part of this, LGPSC has recently become
a supporter of the ESG Data Convergence Project, an initiative
which aims to standardise ESG data across the private equity
industry, and eventually private debt industry, by providing one
set of metrics for companies to report against. We contacted
all of our GPs to identify whether they have joined or intend to
join this project and will work with our GPs over the next year to
IRGSYVEKIXTEVXMGMTEXMSR

This structure is further evidence of LCPSC’s commitment to
integrating RI across Investment Teams and our belief that RI is
not just a prerogative of the RI&E Team, it is something that all
GSPPIEKYIW RIIH XS IQFVEGI MJ [I EVI XS VII
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3.3.2 Review of EOS’ services

LGPSC holds, at minimum, one client service review meeting The RI&E Team undertakes an annual review of EOS’ services

per year with EOS to discuss our overall satisfaction with their to provide assurance to the Investment Committee that the

services, any issues over the last period; alongside engagement Stewardship Provider, EOS at Federated Hermes, is delivering

and voting trends and voting policy reviews. However, we meet WY 3% GMIRXP] EKEMRWX XLI XIVQW SJ XLI C

QSVI JVIUYIRXP] HYVMRK XLI JIEV XS HMMsSoeuVtevardy appBoveth B/ tHeSIHviedimEREbmmittee on an

IRKEKIQIRXW ERH [I 4RH XLMW SRKSMRK adrivad BaSiK BeeXh8low hnl &xtrddt@rom]the 2021 review, which

helpful particularly during proxy voting season. The EOS Team highlights Q3 engagement and voting data as full-year data at this

also attend our quarterly PAF Rl WG meetings, which gives point was not yet available.

SYV 4EVXRIV *YRHW XLI STTSVXYRMX] @ﬁmrﬁa\’r\{/%r%z-rllrgvll\gleﬁe UYIWXMSRW

about engagements and prioritisation. Further to this, there are

multiple touchpoints for clients to review EOS’ activities, by way * Provider has given generally strong and value-adding services

of regular reporting (client portal, quarterly and annual reporting) o LGPSC, including close dialogue during voting season

and opportunities to provide feedback, for instance through related to LGPSC's Voting Watch List

EOS’ semi-annual client conference which hosts client-only —* Provider has given direct support to Partner Funds through

HMWGYWWMSRxJSVYQ participation at virtual RI Day in October 2021 and at all PAF RI
Working Group meetings during the year.

KPI AREA KPI REVIEW

Global engagement YRKEKIH GSQTERMIW [MXL E VIKMSREP ERH XLIQEXMG FVIEOHS[R

Engagement quality %X PIEWX SRI QMPIWXSRI [EW QSZIH JSV[EVH JSV SJ GYVVIRX IRK
5 X

Voting coverage 1EHI ZSXMRK VIGSQQIRHEXMSRW EX QIIXMRKW [MXL E VIKMSREP

Client service 1ENSVMX] SJ UYIVMIW XS )37 [IVI HIEPX [MXL MR PIWW XLER LSYV)

during the last months of 2021 (see immediately below).

Complaint handling ,JJEH SJ 7XI[EVHWLMT LEW LEH HMEPSKYI [MXL )37... (MVIGXSV SJ &Y'
following a change of client relationship manager in October 2021, to discuss concerns around
XMQIPMRIWW MR VIWTSRWIW XS 0+74' UYIVMIW )37 LEW GSQI YT [M)
)37 [MPP KS XS FSXL SYV GPMIRX VIPEXMSRWLMT QEREKIV ERH XS E
0+47' XS EZSMH ER] VIUYIWXW RSX FIMRK TMGOIH YT

Client service 7IZIVEP QIIXMRKW LIPH TVI HYVMRK ERH TSWX ZSXMRK WIEWSR
meeting SZIVEPP JIIHFEGO SR )37... WIVZMGIW LERH SZIV QIIXMRK FIX[IIR T\
QEREKIV ERH E WITEVEXI QIIXMRK [MXL ,IEH SJ )37... 'PMIRX 6IPEXM

Reporting punctuality 6ITSVXMRK SR WGLIHYPI JSV 5 5 ERH 5 (EXE JSV XLI +PSFEP
QMWWMRK JSV 5 FYX XLIVI [EW UYMGO XYVREVSYRH SR )37... WMHI
so no impact on our delivery to PFs.

Reporting quality Overall good quality.
Team stability 7XEJJ XYVRSZIV HYVMRK [EW NYWX FIPS] 8LMW MW E QYGL LI
JSV ERH JSV )37 WE]J]W XLMW MRGVIEWI MR XYVRSZIV

HIQERH ERH GSQTIXMXMSR JSV )7+ WXI[EVHWLMT I\TIVMIRGI ERH XE
XLI 9/ 8LI] VIQEMR GSR¥%“HIRX SJ XLIMV EFMPMX] XS EXXVEGX XLI FI
engagers, and that the situation will normalise going forward.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 35
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Alongside our own direct engagements, we have partners that

engage companies on our behalf: EOS at Federated Hermes
(Stewardship provider to LGPSC) and the Local Authority Pension
Fund Forum (LAPFF). Through these partnerships, LGPSC was
able to engage more than 1000 companies on material ESG

related issues in the course of 2021. Below we give further detail

to a selection of engagements, how they are progressing and

what outcomes have been achieved during the reporting period.

Most of these engagements were conducted by EOS who engaged
with 888 companies on 3,375 environmental, social, governance,
strategy, risk and communication issues and objective$. EOS

Figure 4.1.1 Progress against engagement objectives in 2021

Environmental

[}
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takes a holistic approach to engagement and typically engage
with companies on more than one topic simultaneously. Near
40% of engagements centred around governance issues, and
close to 30% involved discussions on environmental issues. 1,951
of the issues and objectives engaged in 2021 were linked to one or
more of the UN Sustainable Development Goals (see Figure 4.1.2
below). At least one milestone ¢ was moved forward for about
49% of EOS’ engagement objectives during the year.Figure 4.1.1
below describes how much progress has been made in achieving
the milestones set for each engagement.

282

Social & ethical 141

Governance

Strategy, risk &
communication 92

166

No change  [J] Positive progress (engagement moved forward at least one milestone during the year to date)

°3YV 7XI[EVHWLMT TVSZMHIV )37 HMWXMRKYMWLIW FIX[IIR IRKEKIQIRX MWWYI| ERH IRKEKIQIRX SFNIGXMZI

is measured on these through a proprietary milestone system. An issue is a topic EOS has raised with a company in engagement, for instance around the time of an AGM, but where a precisely

HIY4aRIH SYXGSQI JSV XLI IRKEKIQIRX LEW RSX FIIR WIX MR EHZERGI

to pursue an engagement objective.

6)37.. TVSTVMIXEV] QMPIWXSRI WIWXIQ EPPS[W XVEGOMRK SJ IRKEKIQIRX TVSKVIWW VIPEXMZI XS XLI SENIGXMZIW WIX EX XLI
TVSKVIWW MR ER IRKEKIQIRX ZEV] HITIRHMRK SR IEGL GSRGIVR ERH MXW VIPEXIH SFNIGXMZI

« Milestone 1 Concern raised with the company at the appropriate level

* Milestone 2 The company acknowledges the issue as a serious investor concern

« Milestone 3 Development of a credible strategy/Stretching targets set to address the concern
* Milestone 4 Implementation of a strategy or measures to address the concern

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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Figure 4.1.2 Engagement supporting the UN Sustainable Development Goals

LGPSC and all our Partner Funds are members of the Local
Authority Pension Fund Forum (LAPFF). LAPFF conducts
engagements with companies on behalf of local authority pension
funds. In 2021, LAPFF engaged 165 companies through more than
97 meetings across a spectrum of 299 material ESG issues. In
these engagements, LAPFF saw 123 instances of improvements
or change in progress.

During 2021, LGPSC's external managers conducted 203 direct
engagements with companies held in active equity funds, and 349

It is not feasible to engage all companies we hold through ACS
portfolios (currently ¢2,900 companies held across equity
portfolios), even with the assistance of a high-calibre external
stewardship specialist. Identifying core themes that are material
to our investment objectives and time horizon, and that are
perceived to be of relevance to stakeholders, helps prioritise and
direct engagement.

IRKEKIQIRXW [MXL GSQTERMIW LIPH MR R EPIRPRRIQQWIN i L RRneir Fengs, we have continued

behalf. Overall, we view these engagements as comprehensive
and robust. Our external managers are all long-term investors
with sizeable positions in their highest conviction portfolio

holdings, and we expect them to use this lever to effectively drive
company change on a material ESG issues. Topics covered during
2021 include, amongst others, environmental management and
climate change, energy transition, greater focus and disclosure
of health and safety within ESG priorities, data protection and
information security risk, and forced labour issues in supply
chains. See further detail and examples under Section 3.3 above,
ERH 7IGXMSRX FIPS[

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

engagement on four themes that are in scope for engagement
over rolling three-year periods, subject to annual review. For the
reporting period 2021 these were:

« Climate Change,
* Plastics,
» Fair and Transparent Tax Behaviour, and

« Technology and Disruptive Industries Risks.
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STEWARDSHIP STRATEGY:

Engagement is done through key collaborative initiatives
including CA100+, Institutional Investor Group on Climate
Change (IIGCC) and the Transition Pathway Initiative (TPI).

We assess progress against the underlying objectives of the

CA100+ engagement project, and against improvements on

TPI score for management quality and carbon performance.

Our aims are:

+ 8S PIEH SV FI MR XLI JSGYW KVSYT S
company engagements over the next year, prioritising
IRKEKIQIRXW XLEX SZIVPET [MXL GSQT
as high risk within Partner Fund Climate Risk Reports

« To see progress in the CA100+ Benchmark Framework
(launched March 2021)

« To see improvements on TPI score for management quality
in key engagements

* To see improvements on TPI score for carbon performance
in key engagements

* 627 companies engaged on 978 climate-related issues and
SFNIGXMZIW [MXL TVSKVIWW SR WT
741 total objectives set.

» Ongoing engagement with 68 banks on Paris-alignment and
protection of biodiversity. 50 banks have responded and 19
GSR¥“%VQIH XLI] [MPP TYFPMWL RI[ GPMC(
with COP26, the end of the year, and/or their 2022 AGM.
This includes BBVA, BNP Paribas, Citigroup, and Standard
Chartered. See more detalil in Section 4.3 below.

 Investor expectations on Paris-aligned accounting were

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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communicated to 36 European energy, material and
transportation companies in 2020, and again reiterated in

letters to 29 of the same companies in November 2021 as

[ LEZI RSX WIIR WY¥%GMIRX TVSKVIWW 7
Section 4.2 below.

Progress on TPI score: EOS on our behalf engaged over
250 companies that fall short on TPl score (against an

expectation that European companies, coal mining and oil &
gas companies need to be at level 4 in climate management
quality), with a high level of response. During 2021 we
opposed the election of the responsible director for climate

change (usually the Chair) at over 100 companies, including
Canadian Natural Resources and China Resources

"IQIRXX, SPHMRKW

Progress against CA100+ benchmark: Data as of March
2021 from CA100+ shows that 52% of the world’s largest
emitters have net-zero goals, but only 20% have short and
medium-term emissions reduction targets, and only 7% have
targets aligned with the Paris Agreement. Gaps also remain
in aligning capital expenditure plans with net-zero ambitions
and in linking delivery of climate targets with remuneration.
Climate policy lobbying also remains an area of concern,
where most companies need to improve processes and
transparency around how they ensure alignment with their
own climate positions and the advocacy done on their behalf
through industry associations.

In 2021, we voted against directors at companies that were
failing to address deforestation risks, including at Yakult
Honsha, Li Ning Company, andWH Group. Going into 2022,
[ [MPP WTIGMY“GEPP] MRGPYHI FMSHMZIV
efforts related to climate change. We will amongst others
MRMXMEXI IRKEKIQIRXW XS JYPWP E GS
agricultural commodity-driven deforestation and help drive
the shift towards sustainable production and nature-based
climate solutions (see further detail in Section 4.2 below).
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ENGAGEMENT VOLUME BY TYPE:

B Direct

Stewardship
Provider

@ Partnership

ENGAGEMENT VOLUME BY OUTCOME:

Progress

Objectives

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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CLIMATE ENGAGEMENT CASE:
In the role of co-lead for CA100+ engagement withCentrica,
we have been in frequent and constructive dialogue with the
company to discuss their climate strategy and to provide
views on its climate transition plan.

We were pleased to see the company set a clear net-zero by
2045 commitment accompanied by short- and medium-term
targets in the transition plan. We also welcome the company’s
clear ambition to help customers decarbonise by 2050, e.g.,
through decarbonisation of heat. We explained our expectations
relating to the indicators of the CA100+ benchmark and pointed
to areas where the company would need to make further
commitments to align with the benchmark. This includes
short-term target setting (up to 2025) that substantiates a
clear Net-Zero pathway this decade. Investors would also like
to see a commitment from the company to decarbonise its
electric utility power generation by 2035.

The company is enhancing transparency on climate policy
lobbying in the climate transition plan, which we welcome.
We encourage further transparency around policy barriers so

XLEX MRZIWXSVW GER WYTTSVX WTIGMYG
EGLMIZI RIX ~IVS JSV XLI GSQTER] ERH MXW
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STEWARDSHIP STRATEGY:

We will leverage investor collaboration opportunities for - 57 companies engaged on 71 plastics and circular economy

instance through the PRI Plastics Working Group and Investor VIPEXIH MWWYIW ERH SFNIGXMZIW [MXL T
Forum's Marine Plastic Pollution project. Voting will be objectives out of 61 total objectives set

IRKEKIQIRX PIH ERH [I [MPP GSRWMHI\ - LGPSC member of collaborative engagement led by Dutch
shareholder resolutions that relate to better risk management investor Achmea Investment Management with seven

(reduce plastic use, reduce plastic waste, increase recycling, packaging companies, to reduce, re-use and replace fossil-

invest in relevant R&D). fuel based plastics

» 2-3 meetings have been held with each of the packaging
companies in 2020-2021 asking for more transparency on
materials used, (more ambitious) targets for the use of more

* We aim for positive interactions at senior levels of target sustainable and circular materials, and ESG performance
companies and acknowledgement of plastic as a business indicators in executive remuneration. Companies respond
risk, along with commitments to strategies or targets to positively to our asks e.g., by introducing SASB reporting
manage those risks standards providing more insight into materials used. Most

< :1l EMQ XS PIEH SV FI TEVX SJ EX PIE companies focus on increasing the use of recycled plastics,

GSQTER] IRKEKIQIRXW SZIV XLI RI\X %F although pace and ambitions vary. We see progress with

* We aim to support investor expectations — e.g., as expressed CEIFEES E et lalig 326 (EEEe NAB N EMMTIEENER

by the PRI Working Group — in dialogue with companies + Collaborative engagement led by First Sentier Investors
engaging 13 companies to help combat microplastics

pollution to the environment (see case study below)

- OEYRGL SMPRHNYWXXV] WTIGM“ZGEXMSR XS
pellet pollution co-sponsored by LGPSC alongside nine other
institutional investors through an Investor Forum led multi-
stakeholder project

» Businesses and investors, including LGPSC, have called for
UN treaty on plastic pollution (plasticpollutiontreaty.org —
agreement has since been found to negotiate a treaty (See
further detail below in Section 4.2)).

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 41
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ENGAGEMENT VOLUME BY TYPE:

@ Direct

Stewardship
Provider

@ Partnership

ENGAGEMENT VOLUME BY OUTCOME:

CASE STUDY:

Through a micro-plastics engagement project led by First

Sentier Investors, we seek to encourage domestic and

GSQQIVGMEP [EWLMRK QEGLMRI QERYJEG:

technology as standard to all new washing machines produced

by the end of 2023. This is to help combat microplastics

pollution to the environment, a problem caused in large

TVSTSVXMSR F] W]RXLIXMG XI\XMPIW [LM(
E X]TlI SJ QMGVSTPEWXMG [LIR [EWLIH

engagements with 13 target companies’ have been concluded

by the investor group this year.

At the AGM of Sainsbury’s and through subsequent dialogue
with the investor group, the company is taking positive steps
to engage its washing machine manufacturers and aims to
MRXVSHYGI TVSHYGXW [MXL QMGVSTPEW XN
18 months. We also welcome recommendations from the
“All Party Parliamentary Group on Microplastics” issued in

[LMGL GSYPH FI MR%YIRXMEP MR HIXI\
of government policy in this area. The key recommendation in
VIPEXMSR XS QMGV S YlrtrtddukeRegel&iXxmve8dR MW
WXERHEVHW [LMGL VIUYMVI QMGVSY¥“FVI Yl
new domestic and commercial washing machines from 2025.”

7 Arcelic, Dixons Carphone, Electrolux, Haier Group, Hitachi, Koc Holdings, LG Electronics, Midea, Panasonic, Sainsbury’s, Samsung, Sharp and Whirlpool

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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STEWARDSHIP STRATEGY:

We will leverage investor collaboration opportunities for

instance through PRI Tax Investor Working Group and a Tax
Roundtable (led by NBIM (Norway) and APG (Netherlands).
Voting will be engagement led, and we will e.g., consider co-

“WPMRK SV WYTTSVXMRK WLEVILSPHIV V

risk management (through tax policy, board oversight, country-
by-country reporting).

We aim for positive interactions at senior levels of target
companies and acknowledgement of lack of tax transparency
as a husiness risk, along with commitments to strategies or
targets to manage those risks

;1 EMQ XS PIEH SV FI TEVX SJ EX PIEWX

IRKEKIQIRXW SZIV XLI RI\X “RERGMEP

We aim to support investor expectations — e.g., as expressed
by the GRI tax standard and the UK Fair Tax Mark — in
dialogue with companies

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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14 companies engaged on 16 tax related issues and
SFEFNIGXMZIW
12 total objectives set

LGPSC has continued collaboration with four other, European
investors which is a sub-group to a broader Tax Roundtable
led by Norges Bank Investment Management and APG

Group has soughtengagement with six companies across
XIGLRSPSK] XIPIGSQQYRMGEXMSRW
sectors where a low effective tax rate was an initial concern
with several of these

Key asks: Board oversight of tax policy and risk assessment;
disclosure of tax strategy and policy; robust management of
tax related risks, including preferably a country-by-country tax
disclosure; link between company’s purpose, sustainability
goals and tax strategy; engagement with tax policy makers
and other stakeholders

Two out of the six companies have during this engagement
signalled an intention to publish a stand-alone tax report
which  will provide country-by-country tax-relevant
information , and thus increase transparency in line with our
expectations

Co-signed a letter to the European Parliament supporting
a draft directive on public country-by-country reporting
(CBCRY)in the EU.
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CASE STUDY:
Together with three fellow European institutional investors we
have had constructive engagement with a global business
services company to discuss tax transparency and responsible
tax behaviour. A core expectation from investors is that the
company share tax-relevant Country-by-Country Reporting
(CBCR) with shareholders so that we can make a meaningful
assessment of their tax behaviour. We were pleased to hear
that the company is considering publishing a stand-alone tax
Stewardship report that would enhance the disclosure of the company’s
Provider approach to tax and its tax policies and may also give greater
granularity on where tax is paid. In addition to its corporation
@ Partnership XE\ GSRXVMFYXMSRW XLI GSQTER] QEO
GSRXVMFYXMSRW ZME MXW IQTPS]II XE\IW
highly skilled employee base). The company is considering
ways of enhancing transparency for instance by providing
information on where employees are based alongside where
taxes are paid. We also encourage the company to explain its
use of low-tax jurisdictions and to provide assurance that this
correlates well to the company’s business and strategy. The
company explained that the Board takes a keen interest and
ENGAGEMENT VOLUME BY OUTCOME: receives regular reports on long term strategic tax issues.

ENGAGEMENT VOLUME BY TYPE:

B Direct

It seems clear that the company wishes to understand

best practice for tax transparency and is embarking on a

Progress 4 benchmarking exercise for that purpose. The investor group
welcome these developments, alongside the company’s

o ongoing revision of its Tax Policy. We will continue dialogue

Objectives 12 . .

with the company to understand how its tax transparency

work is progressing and to what degree industry standards

like the Global Reporting Initiative tax standaré can be used
in this regard.

8 8LI +PSFEP 6ITSVXMRK -RMXMEXMZI +6- 8E\ 7XERHEVH MW XLI VWX KPSFEP WXERHEVH JSV GSQTVILIRWMZ|I XE\ HMWGPSWY"
activities and payments within tax jurisdictions, as well as their approach to tax strategy and governance.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 44
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STEWARDSHIP STRATEGY:

We will leverage investor collaboration opportunities for
instance the New Zealand Crown-owned investors’ coalition
aimed at eliminating terrorist and violent extremist content
online. Voting will be engagement led, and we will e.g., consider
GS “WPMRK SV WYTTSVXMRK WLEVILSPH
better risk management on social media content control and
human rights risks.

- We aim for positive interactions at senior levels of target
companies and acknowledgement of the above-mentioned
risks faced by many tech companies.

;1 EMQ XS PIEH SV FI TEVX SJ EX PIEW
XIGL GSQTERMIW SZIV XLI RI\X “4RERG

* We aim to support benchmarks such as Ranking Digital
Rights, the Workforce Disclosure Initiative and SASB’s
Content Moderation taxonomy.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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37 technology companies engaged on a range of 79 ESG
risks including governance, cyber security, supply chain
risks, social media content control and broader human rights
risks. Progress was seen in 14 cases against a total of 48
WTIGM¥%“GXSENIGXMZIW

LGPSC has been part of two collaborative initiatives:
one focusing on social media content control, and one
addressing human rights more broadly

In the face of COVID19 and a highly polarised US presidential
election November 2020, the social media content control
engagements garnered momentum through pressure
from advertisers and other stakeholders (including World
Federation of Advertisers) on harmful content including hate
speech and aggression

While initially hard to engage, the three companies in scope
of social media content control engagement (Facebook,
Twitter and Alphabet) have taken steps during 2020 — 2021
to strengthen controls and to prevent the live streaming and
distribution of objectionable content

Human rights risks engagement initiative has built
momentum after Investor Expectations were published,
including engagement with Facebook on their newly
launched Human Rights Policy, andAmazon on their recent
Human Rights Impact assessment
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ENGAGEMENT VOLUME BY TYPE:

' B Direct

Stewardship
Provider

@ Partnership

ENGAGEMENT VOLUME BY OUTCOME:
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CASE STUDY:

We have over the last two and a half years engaged the world’s

three largest social media companies,Facebook, Twitter and

Alphabet WTIGM¥“GEPP] SR XLI MWWYI SJ WS
moderation. This engagement has been led by the Guardians of

New Zealand Superannuation (Guardians) alongside the New

Zealand government-owned investors and supported by more

than 100 investors globally. This project, which as of H2 2021 is

HVE[R XS E GPSWI LEZMRK WIIR WSQI WMKF
to growing investor scrutiny on the critically important role of

social and traditional media in our societies. The platforms

have all moved to strengthen controls to prevent the live

streaming and distribution of objectional content. However,

MX MW E HM%GYPX NSF JSV MRZIWXSVW XS
appropriate for the scale of the problem and a continued focus

on the evolution of preventative safeguards will be needed.

The issue of content moderation is becoming one of the
HIY«\.RMRK PIKEP ERH WSGMS TSPMXMGEP MYV
its own body of specialist expertise stretching across a range

of academia, law and policy. Our expectation is that these
companies carry out their duty of care with absolute resolve,

and while we've seen some good progress throughout our
engagement — the goal posts keep moving and the companies

need to remain focused on managing this. The engagement

project received Stewardship Initiative of the Year award

at the UN PRI 2021 Awards for its success in engaging

these multinational giants. Key elements of its success lie in

building a large investor coalition, escalating the engagement,

ERH HMWGYWWMRK WTIGM¥%“1WG WXITW GSQTI
controls as well encouraging more transparency about their

ongoing work and interaction with various stakeholders.
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Engagement case: Diversity

Japanese boards have one of the lowest proportions of female
representation in developed markets and as a member of the 30%
Investor Club we very much welcome recent developments with
the 30% Investor Club opening a 30% Investor Club Chapter in
Japan in May 2019. Over the last 18 months, we have together
with fellow 30% Investor Club members, and led by Royal London
Asset Management, engaged aJapanese bank to encourage
better diversity and to seek more disclosure on diversity-related
policies. A general hurdle to achieving greater diversity at board
level in the Japanese market is the fact that historically, Japanese
women in their 40’'s and 50’s gave up their careers to raise
families. It is therefore particularly welcome that the company
recently appointed a woman to the Board who had been on the
management team since 2019, and with the company since 1987.
This brings female representation at the Board to 13%. This move
does not seem to have entailed broader changes to the Board’s
nomination policies and the low number of female executives
remains an obstacle to greater diversity. An objective for this
engagement was to encourage the company to join the 30% Club,
and we were pleased to see the company take this step during H1
of 2021. While we would like the company to set more ambitious
targets for diversity at all levels of the organisation, we note that
the company aims to achieve increase in diversity by looking at
recruitment and supporting women in career positions from early
on. This engagement will continue alongside new engagements
with a selection of other Japanese companies based on our
exposure and/or their less than 10% gender diversity at board
level in 2020, to be commenced in Q2 2022.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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Combatting modern slavery

Over the last two years, LGPSC has been a member of a
collaborative investor-initiative convened by Rathbones Group Plc
(Rathbones) that has successfully encouraged laggard=TSE 350
companies to meet the reporting requirements of Section 54 of
the Modern Slavery Act 2015. According to the Act, companies
with a turnover of more than £36 million per year must publish
a modern slavery statement and ensure that the statement is
approved by the board; signed by a director; and reviewed annually
and published on the company’s UK website. During 2021, we
engaged 61 FTSE350 companies asking for Modern Slavery Act
compliance. As per end 2021, all companies have responded
and are now compliant. Initial positive responses have given
an opening for meetings to discuss companies’ approaches to
modern slavery. This is an important step beyond the initial ask of
compliance with the Modern Slavery Act, to focus on the content
of the statement and to enable investors an understanding of the
key risks facing individual companies.

In June 2021, we joined Rathbones in engagement with aUK
retailer who has chosen to broaden its net zero climate strategy
to include social risks, aiming to capture the interlinkages that
exist between environmental and social factors. Human rights
EW E XLIQI
with a direct line to the company Board. In 2017 the company
established a Modern Slavery Risk tool which has since been
extended to include all human rights risks . The tool is both

TVSHYGX ERH VIKMSR WTIGM¥G ERH MX MV

risks (for instance gender, forced labour, child labour) but also
assess the broader risk picture. The company strives to continue
embedding the tool further in its business functions. Areas of
increasing concern in relation to modern slavery are transport and
haulage, as well as sea freightWe commended the company for
its detailed modern slavery statement and for the high level of
transparency around high-risk areas.

a7
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LGPSC has continued active involvement in several strong investor collaborations that pursue better corporate standards across ESG
issues, including for several Stewardship Theme$, during 2021. The pool has also supported theme-relevant industry standards and
benchmarks, which clarify investor expectations of companies and provide a mechanism for measurement of progress. For a list of

initiatives that LGPSC actively supports and engages with, we refer to Section 2.4 above.

Examples of collaborative initiatives of particular importance to LGPSC's stewardship effort in 2021:

Accounting and Audit of climate risk

LGPSC has over the last two years been a member of an investor
coalition, led by Sarasin and Partners LLP, engaging both
auditors and companies asking for the provision of Paris-aligned
accounting. Investors expect that directors of companies that

Plastic pellet industry standard and UN treaty on

plastic pollution

Billions of plastic pellets or “nurdles” make their way into the
natural environment each year, which poses a serious threat to
the ecosystem and potentially also a health threat to people.

JEGI QEXIVMEP GPMQEXI VMWO GSRWMHIVGRIQ has opliawrateu WirRthix Invester FoRIE RogaviiBvestors

statements and make disclosures accordingly. If climate risk
is not considered, the longevity and value of assets held by the

and other stakeholders including Marine Scotland, the British
Plastics Federation and the British Standards Institute to sponsor

company may be over-estimated, which could lead to capital ERH GVIEXIMRHY.WWWX] WTIGM%ZGEXMSR XS T\
being misdirected. The IIGCC-RZIW XSV |\ T | ferXParsyv S Raljution 8LI RI[| WTIGM“WGEXMSR E WS GEPPI

aligned Accounts that were communicated to 36 Europeanenergy, 7TIGMY“4GEXMSR 4%7 [EW JSVQEPP] PEYR(
nine months of preparation by an expert group. We consider the
publication of this standard as positive progress which will start to

material and transportation companies in November 2020, were
again reiterated in letters to 17 of the same companies in late
IEVP] EW [I LEZI
increasing number of investors are setting a net-zero by 2050
ambition at portfolio level, including LGPSC. It is critical that
we have the component building blocks including full clarity on
climate risk held at individual company level, how this risk is being
managed and companies’ transition trajectories. Companies
themselves are also setting net-zero by 2050 targets and we expect
them to make net zero accounting adjustments in line with such
an ambition. Should a company not use a 2050 net-zero pathway

RSX WIIR W YAnaG Mirrckcorpgiste rahamgur. We intend to use the plastic pellet PAS

as a direct reference in engagement with relevant industries, for
example in ongoing engagements with packaging companies and
plastics manufacturers. Another interesting industry development
is businesses and investors, including LGPSC, calling fddN treaty
on plastic pollution (plasticpollutiontreaty.org — agreement has
since been found to negotiate a treaty?). The aim of a treaty would
be to establish a coordinated international response that aligns
businesses and governments behind a shared understanding

EW XLIMV FEWI GEWI JSV XLIMV %RERG M@ Rheycagsys Qfl Rlxstic pollugon, ke i XCE®R @pproach to

because they do not believe this is the most likely outcome — we

EHHVIWWMRKxXLIQ

EVI WXMPP EWOMRK XLIQ XS HMWGPSWI LS[ XLI IRXMX]..W “ZRERGMEP TSWMXMSR

would likely be impacted by such a pathway in the notes to the
accounts. Our strategy is to maximise engagement leverage with
investee companies to ensure a transition that can achieve net-
zero. In the letters sent out most recently, companies are made
aware that an increasing number of investors may be voting

EKEMRWX %YHMX 'SQQMXXII HMVIGXSVW ..

statements or the company auditor, where high-risk companies
fail to meet the expectations for Paris-aligned accounting.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

9 Confer with response to Section 4.1.2 above for further detail on LPGS Central
7XITEVHWLMTx8LIQIW

10 0On 2 March 2022, Heads of State, Ministers of environment and other representatives
from 175 nations endorsed a historic resolution at the UN Environment Assembly (UNEA-5)
today in Nairobi to End Plastic Pollution and forge an international legally binding agreement
by 2024. The resolution addresses the full lifecycle of plastic, including its production, design
and disposal.
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Tax transparency Deforestation given heightened attention during

We have co-signed a letter to the European Parliament COP26
supporting public country-by-country reporting (CBCR) in the  During COP26 negotiations in Glasgow in November last year,
EU coordinated by the PR¥. We view it as vital that multinational 0+47' EPSRKWMHI “ZRERGMEP MRWXMXY XN
companies provide disaggregated information on taxes paid in all ~ to tackle agricultural commodity-driven deforestation and help
countries and across operations. The EU legislation was adopted ~ drive the shift towards sustainable production and nature-based
in November 2021 and will require public reporting of certain  climate solutions. This commitment encourages a focus on
MRJSVQEXMSR WYGL EW VIZIRYIW RY QF agtives owneyship Sahid \angoiny Steyvardship as the principle
loss before tax, tax accrued and paid, accumulated earnings, means to work towards portfolios that are free from forest-risk
stated capital and tangible assets. Many multinationals already  agricultural commodity-driven deforestation activities , as part
VITSVX VIZIRYI TVS¥%X ERH XE\ TEMH F] ofla/ ylohad ransitirs towards Esvstaingiyavipraduation, supply
EW TEVX SJ E VIUYMVIQIRX YRHIV XLI 3)'( REEMWMIR)W SBARMS RVEW BIGAWEBXdX MRZIWXQIRX ER
Shifting guidelines. These large multinationals therefore already The aim is to achieve “real world” impact in halting some of
collect CBCR data and could readily report it to stakeholders more  the most common causes of deforestation and, and will focus
broadly. CBCR is crystallising as best practice in tax transparency. on high-risk sectors beef, soy, palm oil, pulp and paper. We are
The most widely used sustainability reporting framework, the  cognisant that the timeframe is tight and will require joint effort
Global Reporting Initiative, has launched a Tax Standard which among investors to strive for elimination of deforestation caused
includes CBCR. This provides companies with a ready-made by sourcing for those agricultural commodities from investment
and consistent format. While only a minority of multinationals ~ and lending portfolios by 2025. We continue our policy
currently provide shareholders and other stakeholders with  engagement with the Brazilian government, and along with lead
CBCR, those that do view it as an opportunity to “demystify” tax ~engagers of the Investor Policy Dialogue on Deforestation (IPDD),
and have expressed to us that it has largely been well received have met with federal representatives, state representatives,
FIXWXEOILSPHIVW congress members, and civil society in Brazil. IPDD has also held
educational and knowledge sharing sessions, both in and outside
of Brazil, and conducted outreach with investor coalitions, foreign
representatives, and other relevant stakeholders.

11 35 investors representing US$5.6trn in AUM signed the PRI letter on public CBPCR in the EU
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8LI WXI[EVHWLMT XLIQIW XLEX [I LEZI M H Par MlignrkenE Whis Mdll@eg BEXihgEabddiie GHG emissions

for engagement are all long-term and systemic in nature. Against
that backdrop, we will often use escalation tactics to enhance the
chances of achieving long-term engagement outcomes. However,
a decision to escalate, and the form or sequence of subsequent
escalation will be particular to the engagement in question.

Examples of how we might escalate include, but are not limited to:

« Additional meetings with the management or the directors of
an investee company

« Escalating the dialogue from the executive to the board of
directors or from one board member to the Chair and/or a
more amenable board member

¢ Collaboration with  fellow investors and/or  with

TEVXRIVWLMTXxSVKERMWEXMSRW

* Public statement

» Voting against management, e.g., against the annual report,
the appointment of directors or the auditors

e 'S “WPMRK WLEVILSPHIV VIWSPYXMSRW
« Attendance and raising questions at the company AGM

Through our involvement in collaborative engagement projects,
like Climate Action 100+ (CA100+), we are continuously assessing
the need for escalation depending on individual companies’
response to expectations from investors. Due to the nature and
complexity of the transition challenge, there is also an element of
“moving target” which means that both investors and companies
need to be ready to step up ambition. Going into 2021, CA100+
had established a Benchmark Framework which allows evaluation
of company progress against Paris alignment on key parameters
(short/medium/long-term targets, decarbonisation strategy,
capex plans, remuneration, disclosures).

Through our role of co-lead in CA100+ engagement with

Glencore, we have held constructive discussions ahead of their
2021 AGM and encouraged the company to put forward a Climate
Transition Plan to shareholders for an advisory vote. While the
company still has some gaps relative to the CA100+ Benchmark
Framework, we consider that they have taken strong steps toward

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

reduction targets across all scopes against a net-zero by 2050
ambition, including a medium-term target of 50% reduction
by 2035 and a 15% reduction target by 2026, which will largely
come from decline in coal exposure.LGPSC would like Glencore
XS WIX QSVI EQFMXMSYW WLSVX XIVQ XEVK
2030 target, that marries up with the long-term ambition and
ensures a steady decline in emissions in line with Paris over this
next, critical decade. Furthermore, we will continue to push the
company to proactively and transparently lobby for Paris-aligned
climate policies in key markets, including Australia, both directly
and through industry associations they are a member of. Positive
advocacy is a material action that Glencore can take in support
of its own decarbonisation commitments and to drive demand in
minerals segments, such as copper, cobalt, nickel, zink, silver and
vanadium which they want to grow.

Engagement with banks

Together with more than 100 investors and coordinated by
ShareAction, LGPSC co-signed letters td8 banks setting out
expectations for Paris-alignment and protection and restoration
of biodiversity. & EROW TPE] E GVMXMGEP VSPI
to support transition to a low-carbon economy. While we have
previously asked banks to set targets in line with Paris, this letter
WTIGM¥%“GEPP] EHHVIWWIW FMSHMZIVWMX] |
that banks are expected to assess in their risk management and

in their dialogue with clients. We consider that asking banks to
include biodiversity in their broader climate mitigation effort, is in

and of itself a form of escalation. Encouragingly, 45 banks have
responded to the letter and dialogue is ongoing with a selection
ofthesebanks. 3YV VWX EWO MW JSV FEROW XS
GSZIVMRK EPP VIPIZERX “'RERGMEP WIVZMG
efforts to hold temperature rise below 1.5 degrees Celsius.19
GSR¥%VQIH XLI] [MPP TYFPMWL RI[ GPMQEXI >
the end of the year, and/or their 2022 AGM. This includes BBVA,

BNP Paribas, Citigroup, and Standard Chartered. A critical next

step for the investor group is to assess whether these targets put

banks on a clear path to net zero.

MR
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Escalation of engagement with Motorola QEREKIW ERH QMXMKEXIW LYQER VMKLXW
operations in thioPT Hence We voted a%?alnst the Chair at the

1 NTIGX FYWMRIWWIW XLEX STIVEXI MR V
' EOZ!LFAéIM to se IE:i a cIFéar message thatt e |n|t|al response had

to take particular care to respect human rights. The Israeli-
been unsatlsfactoW We also followed Vp with further letters, the
4JEPIWXMRMER GSR»MGX TSWIW GPIEV LY ER VMK oW MTW

. . L est signed by our CIO to explaln why GF]IS ?emalns a concern
but the sensitive political situation makes engagement

. . _— ) and emphasising our willingness to engage. We were pleased

challenging. During 2020 we initiated engagement with Motorola . .

. . ) i . when the company agreed to meet and discuss these issuesa
Solutions Inc. on human rights risks in operations through the . . . .

. i meeting that took place in January 2022, and we will continue
wholly owned subsidiary Motorola Solutions Israel Ltd. We . .
. . this engagement with the company.

sought this engagement to bolster ongoing engagement that
the Local Authority Pension Fund Forum (LAPFF) is undertaking EXpectations on external managers to escalate on
with a selection of companies on human rights risks that stem O>hgauy. o
from operating in Occupied Palestinian Territories (OPT). In our We expect managers to be ready to escalate any engagement
initial letter, we asked that the company carry out human rights where there is lack of progress relative to engagement objectives,
impact assessments in line with the UN Guiding Principles on on any material ESG topic. During 2021, we have asked managers
Business and Human Rights. We also stated that we would take  to give particular attention to companies’ climate transition, or
the company’s response into account as we formulate voting  lack thereof, in line with the Paris Accord. This is part of a broader
decisions at the next AGM. The initial response from Motorola did  discussion with external managers around the implementation of
not provide us with enough detail to understand how the company  our net zero targets.

US utility company, Schroders, LGPSC European Bank, Fidelity, LGPSC Global
Global Equity Active Multi Manager Fund Active Investment Grade Corporate Bond
OBJECTIVE: Multi Manager Fund

For company to set a clear decarbonisation strategy OBJECTIVE:

ESG TOPICS ADDRESSED: -QTVSZIH ““RERGMEP TVSHYGX WEJIX]
Climate change SECTOR:

ISSUE/ REASON FOR ENGAGEMENT: Financials

The company does not have an overarching net zero ESG TOPICS ADDRESSED:

commitment or quantitative targets to reduce emissions. Strategy

SCOPE AND PROCESS/ ACTION TAKEN: ISSUE/ REASON EOR ENGAGEMENT:

Schroders engaged with the company in September 2021, Fidelity's ESG rating for the bank highlighted the bank's weak
with an expectations letter to the company'’s chair requesting “ZRERGMEP TVSHYGX WEJIX] 1JISVXW [LMC
a commitment to achieve net zero emissions by 2050 or material issue for banks.

sooner, alongside short-, medium-, and long-term targets

. R ) SCOPE AND PROCESS/ ACTION TAKEN:
aligned to a 1.5°C scenario.

Fidelity's ESG analyst initially raised this issue with the bank in

ESCALATION: an engagement meeting.
Following the initial letter, Schroders sent a tailored letter to

the CEO of the utility and followed this up with a one-to-one
call with Investor Relations.

ESCALATION:
*MHIPMX] LEH E WIGSRH WTIGM¥“1G QIIXMRK
their analyst was joined by a portfolio manager alongside the

OUTCOMES AND NEXT STEPS: Bank's Head of Compliance and Group AMLO and Head of
The company has been receptive to Schroder's requests, Advisory and Solutions. Fidelity highlighted that the bank’s
making valid points about the importance of having shorter reporting could be improved.

term targets that the current management team can be held
to, rather than long-term targets which have to be achieved
by future teams. Schroders agree with this, but don’t believe
this prevents the company having a long-term target. In 2022
if the company fails to announce 2030 and/or 2050 targets,
Schroders will re-engage.

OUTCOMES AND NEXT STEPS:
After the meeting, Fidelity received more information and
became more comfortable with this risk.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 51



0
Al )
LLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLLL \%PS Central Limited

05 Exercise of rights @
and responsibilities




LGPS CENTRAL LIMITEIANNUAL STEWARDSHIP REPORT021

-X VIQEMRW GVMXMGEP XS 0+47' XLEX [ YXMPMWI EPP PIZIVW XS MR%“YIRGI GSVTSVE

M\: 20,
i LGPS Central Limited
S

~

Voting is a core part of our overall Stewardship effort as a shareholder (see sections 5.1 — 5.3 below). Equally, exercising rights
and responsibilities as bond holders is of key importance (see section 5.4 below). During 2021, we have increased our exposure
to private markets. We have worked with private market partners to identify key performance indicators that are relevant for the
underlying asset, and which we would request reporting against (see section 5.5 below).

High-level objectives:

LGPSC views voting as a core component of our Stewardship
efforts. In a long-term perspective, all voting activities we
undertake aim to:

1) support the long-term economic interests of our stakeholders
2) ensure boards of directors are accountable to shareholders

3) encourage sustainable market behaviour across companies
and sectors

Principles-based approach:

We take a principles-based approach to voting and are guided by
LGPSC's established Voting Principles.

At high level, we expect companies to:

< Adhere to essential standards of good governance for board
composition and oversight

« Be transparent in their communication with shareholders
* Remunerate executives fairly
« Protectshareholder rights and align interests with shareholders

« Promote sustainable business practices and consider the
interests of other stakeholders

In situations where companies are faced with a market-wide crisis
that cause unprecedented disruption, uncertainty and challenges

lending policy that has been in place since inception of LGPSC
ensures that we hold some securities back, a portion not on loan,
to ensure that we can vote at all AGMs of investee companies.
We also have the option of recalling securities out on loan e.g., in
XLI GEWI SJ
our Partner Funds, alongside discussions in-house at Investment
Committee and Operations, Risk, Compliance and Administration,
we have now revised the securities lending policy with effect

from 2022. The revision means that we fully restrict certain
securities from lending at the start of voting season. This is to
ensure that we maximise our voting impact, e.g., in relation to
critical, ongoing engagements that we expect to escalate through
shareholder resolutions or other forms of voting (e.g., votes against
Board members). Among critical engagements are companies
MHIRXMYIH EW LMKL VMWO VIPEXMZI
Fund Climate Risk Reports and that sit within the scope of Climate
Action 100+. We considered the cost implications of excluding all
companies in our Voting Watch List from lending and concluded
that a more targeted approach would be the most proportionate
ERH I13%GMIRX VIhY Tt&d@ewd approach entails a

restriction of lending on a sub-set of companies that we view

as critical engagements ahead of each voting season. Ahead of
voting season 2022, 12 companies on our Voting Watch List (of
50 companies) are restricted from lending. The restriction will be

XS XLIMV FYWMRIWW QSHIPW STIVEXM s HRRd opea/eleyany 6GMg aeheldrTpig ehppge guarantees that

such as the Coronavirus pandemic — we will consider applying a
QSVI LI\MFPI ZSXMRK ETTVSEGL ;I [SYPH
to our Partner Funds and other stakeholders, including external
managers, how we may deviate from our Voting Principles, on
what issues and relative to which sectors (if different sectors are
affected differently).

Scope of voting:

To send a unique voting signal to investee companies LGPSC
votes all its shares - whether externally or internally managed -
according to one set of Voting Principles. While the ultimate voting

decision rests with LGPSC, we have a procedure through which
we capture intelligence and recommendations from external

JYRHXQEREKIVW

Stock-lending:

LGPSC has an active securities lending programme. During 2021,
we considered options for restriction on securities lending to
bolster our overall stewardship and voting impact. The securities

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

we are able to vote all the shares we hold for certain companies

i ReRerifie- WMXYEXMSRW NTPEMR
Voting reinforcing engagement:

As far as possible, we aim to use voting to reinforce and promote
ongoing engagements, whether carried out directly through
LGPSC, through collaborative initiatives or through our external
stewardship provider EOS at Federated Hermes. This means that
we regularly raise issues concerning environmental sustainability,
including climate change, and broader social issue like human
rights risk oversight and management through our voting. Many
votes against management concern good governance (board
composition, board oversight and skill sets, remuneration etc.)
— these votes are often an expression of underlying concerns
with lack of expertise and or/oversight at board level on issues
like climate change or human rights. We also know that strong
governance increases the likelihood of companies dealing well
with environmental and social risks. During April — June 2021
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(high voting season) many ESG-related shareholder proposals got
very strong or even majority support.

Transparency:

LGPSC’s disclosure of its Voting Principles, and its voting
outcomes, supports the Company’s ambition of full transparency.
With regards to voting outcomes, disclosures are made in three
formats. Firstly, a report summarising our voting activities is

Ensuring that Voting Principles are applied:

We have set up a structure whereby EOS at Federated Hermes
provides us with voting recommendations based on our Voting
Principles which are input on the ISS voting platform prior to the
vote deadline. The voting recommendations are then cast as
voting instructions if there is no further intervention, except in the
case of share-blocking votes. We currently hold approximately
2,900 companies through our ACS equities funds. With this voting

M\: 20,
i LGPS Central Limited
S
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provided in 7XI[EVHWLMT thréeitimeés \& year (covering
XLI %Y¥VWX XLVII UYEVXIVW SJ XLI GEPIRHEV
an annual summary of our voting activities, as part of the Annual
Stewardship Report, and thirdly, we disclose our voting decision
for every resolution at every eligible company meeting via an
online portal. Each of these disclosures is available to the public.

As an example, we had in-depth discussions with EOS ahead

of the vote at Barclays AGM 2021 on a climate-related
shareholder proposal. The resolution requested the company

to set short-, medium and long-term emissions reduction
XEVKIXW ERH XS TLEWI SYX XLI TVSZMWMS
fossil fuel projects and companies, in timeframes consistent

with the Paris Agreement. LGPSC has engaged Barclays
actively through a ShareAction-led collaboration during 2020

WXVYGXYVI [I LEZI GSR¥%HIRGI XLEX ZSX centred around the asks in a shareholder proposal which

LGPSC Voting Principles across a voting universe that under
no circumstance could be checked manually at each individual
company level. In minority cases where a company we are
engaging and/or that the Local Authority Pension Fund Forum
has issued a voting alert for falls outside EOS’ main engagement,
we often consult ISS research directly.

Voting Watch List:

It is not feasible to do in-depth research into all proxies that will be
voted at each of the companies we hold through our ACS equity
funds. To prioritise, we establish a “Voting Watch List” annually
that consists of approximately 50 companies which cover larger
holdings and/or core engagements in and outside of Stewardship
Themes. Votes at these companies will be given particular
scrutiny ahead of the AGM. While it is not feasible to attend all
these companies’ AGMs, we would aim to attend AGMs virtually
(if permissible) for core Climate Action 100+ engagements and for
ER] GSQTER] [MXL [LMGL [I LEZI Y%4PIH E
Watch List companies are a combination of larger holdings across
our equity universe and/or core engagement companies and/or
ongoing controversies. The Voting Watch List serves a further
purpose, in allowing us to test whether our votes are generally
cast in alignment with our Voting Principles.

Interaction with EOS at Federated Hermes:

Ahead of each voting season, we share our Voting Watch List
with EOS to ensure that we receive a more detailed analysis to
substantiate their voting recommendations for companies on this

list ahead of relevant AGMs. We will seek ad-hoc interactions/
meetings with EOS regarding core engagements, where either
they or we would like further input from the other ahead of a vote.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority

[ GS “uPIH MR .ERYEV] 8LI .ERYEV]
TVSTSWEP QEOIW INTPMGMX VIJIVIRGI XS TI
non-Paris alignedenergy and utility companies. Dialogue has

been constructive, and the company seems receptive to and
appreciative of investor input and dialogue.

The bank has made progress in developing its climate

strategy, putting forward a new methodology for
determining alignment with the goals of the Paris

Agreement for the energy and power sectors, including

relevant 2025 targets. It has also accepted the principle of

XLI RIIH XS [MXLHVE[ ““RERGI JVSQ QMWE
over time (for example in its current coal policy).

While we fully support the underlying sentiment of the
2021 shareholder proposal in terms of Paris alignment,
we asked ourselves what would at this point be more
conducive to engagement and to further progress? After
careful consideration we found that the 2021 resolution

was premature in light of very recent progress made by the
company and the prospect of ongoing engagement. We
were also concerned about the wording of the resolution
which could be interpreted to mean that certain projects and
companies from the outset are not considered to be in line
with Paris. As such, it appeared to be missing nuance around
the potential and ability for transition also within the fossil

fuel sector, which is both complex and dynamic.

Looking to the 2022 AGM, we will carefully consider Barclays’
climate transition plan, in particular their coal policy and
commitments to phase out from thermal coal mining and

whether these support a 1.5C trajectory in line with Paris.
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Interaction with external managers: ) ) ) )
9 As an example, we had detailed discussions with one of our

It is our intention to capture intelligence and recommendations external managers ahead of the vote atBerkshire Hathaway
from active equity fund managers relative to key holdings and/or on a shareholder proposal requesting that the company
GSRXIRXMSYW ZSXMRK MWWYIW EW [IPP report on its management of physical and transitional
voting on key issues like climate risk management: climate-related risks and opportunities . We consider that
* LGPSC meets with each external manager annually ahead of reporting on climate related risks and opportunities is a

the voting season for a dedicated voting-related discussion. GVMXMGEP %VWX WXIT JSV XLI GSQTER] X¢
- External Managers will be kept up to date on any changes to allowing shareholders the ability to assess whether it does

LGPSC Voting Principles, and vice-versa. so effectively. 60% voted in favour of the proposal, adjusted

for non-insiders. Berkshire Hathaway is the second largest
power company in the US without a net-zero goal and we
note that the company achieves the lowest score on TPI's
climate risk management ladder. We considered arguments
made by our external manager to vote against the resolution,
although ultimately the decision rests with us. These included
the fact that Berkshire’s autonomous subsidiaries already
report on operational risk, including climate risk, which makes
a centralised report less appropriate. Furthermore, that the
reporting from subsidiaries make it possible to assess
climate risk exposure for Berkshire Hathaway.

« We will share with each external manager our Voting Watch
List with an explicit incentive to communicate their views on
companies on this list that are held in their portfolio.

* The RI&E Team may reach out on an ad-hoc basis in cases
where we would like to elicit views on contentious issues in
core holdings or key engagements that can supplement views
from EOS.

In our view, the current reporting at subsidiary level is not
HIGMWMSR YWIJYP RSV WY¥%GMIRXP] GSQ
fully appraise material climate-related risks. It is concerning
that the company’s board believe such disclosure to be
unnecessary for investor interest. Shareholder interest lies
with the parent company, not individual subsidiaries. We
think it appropriate to ask this of a holding company like
Berkshire Hathaway, which is a situation akin to asset
owners and asset managers reporting on climate risks
throughout their portfolios. While in this case, we did not
see eye-to-eye with the manager in question, we will continue
dialogue on amongst others climate-related votes which
are only increasing in importance against LGPSC's newly
announced net-zero ambition.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority 55



LGPS CENTRAL LIMITEIANNUAL STEWARDSHIP REPORT021

Proportion of shares voted during 2021

Based on our voting set-up with EOS at Federated Hermes —
whereby EOS’ voting recommendations (aligned with LGPSC
Voting Principles) are cast as voting instructions for all shares —we

can ensure that all shares are indeed voted. There are occasions  °
where a vote is not cast due to for instance share blocking or a

non-standard voting procedure. However, these are very limited
instances. Based on checks done by EOS on unvoted ballots
due to an error (e.g., a missed deadline in an instance of share
blocking) during voting seasons 2013 — 2021, the % of errors lie
between 0.591% and 0.04% of votes not being cast. We consider
this an acceptable level of error, and we also note the downward
trend in terms of errors.

While the health pandemic understandably took centre stage

in 2020 and to a degree overshadowed the climate crisis, the
latter clearly came to the fore in 2021. The 2021 voting season
saw a new development in climate transparency and dialogue
with shareholders through 18 votes on climate transition across .
oil and gas, construction, aviation and consumer goods. All of
these passed with support ranging from 88% to 99%. Some plans
met notable opposition, including Shell and BHP, and we expect
investors to scrutinise these plans at a more detailed level against
evolving climate risk management standards such as the Climate
Action 100+ Benchmark assessment over the next years.

2021 Voting Statistics

» Voted at 3,344 meetings
* 40,288 resolutions

* Attended virtual AGM of Glencore °

» EOS attended 66 AGMs on our behalf, including Deutsche
Bank, BP, Google owner Alphabet, Novartis, Amazon
ERHX*EGIFSSO

» Voted against management for one or more resolutions
at 58.6% of meetings

Tipping point for investor engagement and voting on .
climate change

» 18 votes on climate transition across oil and gas, construction,

aviation and consumer goods — all passed with support
ranging from 88% to 99%. .

< Shell's transition plan was opposed by a notable number of
shareholders (ca. 12%), including LGPSC, while a shareholder
proposal asking the company to set and publish targets for .
GHG emissions reduction in line with Paris received a healthy
30% support.

* We supported a shareholder resolution at Chevron requiring
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Scope 3 targets which gained 61% support.

LGPSC supported minority shareholders in proxy battle at
Exxon resulting in three climate-savvy directors appointed to
Exxon’s board against management advice.

We supported a shareholder proposal at Berkshire Hathaway
on management of physical and transitional climate-related

risks and opportunities. Company is the largest power
company without a net-zero goal. 60% voted in favour of the
proposal (adjusted for non-insiders).

Diversity and inclusion higher up the agenda

)l STTSWIH *87) GLEMVW MR XLI 9/
failing to meet minimum expectations for racial diversity
SRXFSEVHW

We opposed the directors responsible (typically the board
chair) at companies that fell below our expectation on UK
FTSE 100 companies to have at least one woman on the
executive committee. Examples include Ocado, Imperial
Brands and Glencore.

EX

In the US, we opposed 39% of nominating committee
GLEMVW MRGPYHMRK EX /MRHIV 1SVKER
and Discovery against an expectation that women and
ethnic minorities make up at least 40% of the board at
PEVKIXGSQTERMIW

Lack of progress on gender diversity in China, Hong Kong
ERHX8EMI[ER

Japanese companies express support for the concept of
board gender diversity, but this has not translated to more
women on boards.

Remuneration during the pandemic

JNIGYXMZI TE] WLSYPH FI NYWXM%IH MR
experience of other stakeholders, particularly companies that

LEH QEHI VIHYRHERGMIW FIRI%“XIH JVSQ |
or otherwise in distress.

Some good practices among UK companies repaying money
received from the government to furlough employees and/or
business rates relief. Generally accepted that companies not
able to do so would not pay bonuses to executives.

At publisher Informa, we opposed the rem report (alongside
62% of investors), considering pay-outs to executives from
a long-term incentive scheme that would have lapsed, in the
JEGI SJ] WMKRM¥“GERX RIKEXMZI MQTEGX .

We opposed 80% of “say-on-pay” proposals in the US. Our
concerns were exacerbated by decisions to insulate executives
from the impacts of Covid-19, relative to other stakeholders.

Rio Tinto suffered 60% opposition to the rem report due to
heavy focus on shareholder returns, with limited consideration
of other strategic stakeholders, and pay-outs to departing
INIGYXMZIW [LMGL HMH RSX VI%IGX .YYOE
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In the UK, where the Hampton-Alexander Review established 2020
targets for 33% female representation on boards and in leadership

roles, we have consistently opposed director proposals over

[}
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AVEVA Group Plc

GSRGIVRW EFSYX MRWY%#GMIRX HMZIVWM Xdoaty fefdBrididvsRK KIRHIV HMZIVWMX]

at board level and below. In 2021, we opposed 37 proposals
due to lack of diversity, versus 35 and 45 proposals in 2020 and
2019, respectively. While the progress detailed in the latest FTSE
Women Leaders Review released in February 2022 is encouraging,

we agree with the report’s notion that more work still needs to be

done to achieve gender balance in leadership teams. As such we

will monitor companies with a view to opposing director proposals
at offending companies.

FTSE Women Leaders
40%

35%
30%
25%
20%
15%
10%

5%

FTSE100 FTSE100

FTSE250 FTSE250

Leadership
2016 2017 2018 2019 2020 2021

Boards . . .

Source:FTSE Women Leaders Review, February 2022°87) ;SQIR OIEHIVW *IFVYEV]
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We believe the most effective boards include a diversity of
skills, experiences and perspectives. Through our voting
decisions (and otherwise) we support the Davies Review, the
Hampton-Alexander Review and the Parker Review.

EOS at Federated Hermes, on our behalf informed the
company of our intention to vote against the re-election
of the chair of the board who is also the nominations

GSQQMXXII GLEMV HYIl XS MRWY%GMIRX K

board. As per our voting principles, we expect FTSE 100 and
250 companies to have at least 33% women on their Boards
and will consider voting against the Chair of companies

with materially less female representation unless there are

GPIEV ERH NYWXMY“EFPI VIEWSRW [L]
interim period.

During the 2021 annual general meeting, LGPSC voted
against Chair Philip Aiken when the company failed to
respond to our concerns.

The company has since appointed two female directors to its
board in 2021. The two appointments lift the company above
the gender diversity guideline threshold.
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TotalEnergies SE

Climate change

We expect companies to consider relevant, material social
and environmental risk factors in their long-term strategic
business planning. We will consider voting against the Chair,
and other relevant directors or resolutions, at companies
where we consider a company’s response to the risks and
opportunities presented by climate change to be materially
misaligned with the goals of the Paris Accord.

EOS at Federated Hermes, on our behalf, has co-led
engagement efforts with TotalEnergies SE as part of the

Climate Action 100+ initiative since 2017. Throughout its

tenure as co-lead, EOS has corresponded with TotalEnergies
on issues including investor expectations on scope 1, 2

and 3 greenhouse gas emissions reduction, Paris-aligned
accounting, and TotalEnergies’s energy transition plan.

During the 2021 annual general meeting, LGPSC voted
against TotalEnergies energy transition plan due to the lack
of alignment with Paris Agreement goals, while being clear in
a letter to the company that engagements should continue.

In December 2021 TotalEnergies indicated that the company
would enhance its disclosure in its next sustainability and
climate report including publishing a short-term target for
Scope 3 emissions which will entail a 10% reduction of the
average carbon intensity of its energy products.

Monitor implementation of energy transition plan and
sustainability disclosures. Engage with company to get
commitment on three-year say on climate votes.
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Amazon.com, Inc

Executive remuneration

To encourage company to align executive remuneration
with long-term performance through the cycle. Incentive
schemes should be transparent, understandable, long-term
and appropriate to the circumstances and strategy of the
company. In order to achieve alignment with shareholders,
executives should make a material, long-term investment
in company shares and these shares should be subject to
a suitable holding period following an executive’s departure.
Companies should disclose the time by which new executives
should reach the target level share ownership.

In 2018, EOS, on our behalf, informed the company on its
recommendation to vote against the say-on-pay proposal due

to the lack of or poor disclosure of explicit share ownership

requirements. In 2020, the company acknowledged that it

should disclose policies on share ownership requirements.

During the 2021 annual general meeting, LGPSC voted
against Amazon’'s say-on-pay proposal due to the lack
of pledging policy, clawback policy, and minimum share
ownership requirement.

The company has instituted a ban on executives being able
to make hedging transactions against share-based-equity
awards and implemented a clawback policy. We continue to
monitor the company for updates relating to share ownership
requirement.
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We expect all our Fixed Income managers to fully exercise their
rights and responsibilities. We provide below an example of how
our external managers approach this.

Neuberger Berman, a manager in our Corporate Bond Fund,
engages with capital markets participants in respect to new issue
HSGYQIRXEXMSR ERH TYWLIW FEGO SR [IE
the documentation, when possible. Neuberger Berman believes
engagement with management teams is also critical in identifying
material ESG factors as credit documentation generally provides

E VERKI SJ %I\MFMPMX] XS ER MWWYIV MR VI

business strategy.
DuPont de Nemours, Inc. (DuPont)

*SV. INEQTPI 2IYFIVKIV &IVQER VIGIRXP]
Plastic MWWYIV MR [LMGL GVIHMX HSGYQIRXEXN
with governance concerns at the issuer’'s parent, led to
weakness in the issuer’s trading levels due to market concern

Plastics pollution is one of LGPSC's Stewardship Themes and . .
the equity owners would extract value from the issuer.

we leverage collaboration opportunities to deliver progress in ) . .
Based on Neuberger Berman's ongoing engagement with

the subject. Voting is engagement led, and we will consider .
the management team and the compangs commitment to
GS “PMRK SV WYTTSVXMRK WLEVILSPHIV VIWSPYXMSR XLEX VIP

I XS
better risk management (reduce plastic use, reduce plastic conservative capital allocation policies anJ(a strong ratings
. 9 Lo .p ’ P TVS%PIl XLI] IRGSYVEKIH XLI MWWYIV XS T
waste, increase recycling, invest in relevant R&D).

the credit documentation in its indentures to alleviate
market concerns. The issuer ultimately enhanced structural
EOS Hermes on our behalf engaged DuPont on sustainability bondholder protections and its governance framework, which

issues including plastics. We thanked DuPont for producing a [EW E TSWMXMZI HIZIPSTQIRX JSV XLI MWW
10-year sustainability roadmap with scope 1 and 2 targets in

2020. We reiterated the need for transparency and alignment
with Paris Accord. Prior to the 2021 annual general meeting,
EOS communicated our intention to support a shareholder
proposal asking the company to issue a report on plastic
pollution. We believe the company is lagging its peers who
have committed to disclosing this information and currently

the company produces no metrics on plastic pellet spills and
the report will improve disclosure on how the company is
mitigating plastic pollution related risks.

During the 2021 annual general meeting, LGPSC voted for the
shareholder proposal requesting the company to publish an
annual report on plastic pollution.

In September 2021, DuPont announced that it has become
a member of Operation Clean Sweefi Blue, a campaign

dedicated to helping every plastic resin handling operation
achieve zero plastic resin loss. OCS blue enhances the
commitment to management, measurement, and reporting

of unrecovered plastic releases into the environment from

resin handling facilities. The company reported that there

have been no releases in the third quarter 2021.
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When one of our primary managers took a controlling stake in
a genealogy and gene testing business, questions were raised
in the media around data protection and information security
risk. Questions around the evolution of the investee companies’
business model and the potential monetisation of the company’s
DNA database were also raised. In recognition of the potential risks
and sensitivities associated with the transaction, the RI&E Team
at LGPSC worked with colleagues in the Private Equity Team to
engage with the manager to raise these concerns. The manager
VIGSKRMWIH XLI WMKRM¥%“GERGI
company and provided assurance around the capabilities of their
own data team outlining the extensive involvement of the team
in the deal from the outset. It was clear that due consideration
was given to key regulations such as GDPR. Assurances were
also given that the company’s commitment to transparency and
disclosure around data processing would remain post-acquisition
and that policies and procedures would remain best in class.
Through this engagement, LGPSC was able to establish that the

M\: 20,
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3RI SJ SYV TVMQEV] QEREKIVW RSXM¥IH Y
potential co-investment opportunity in a medical supplies
company. The company had found evidence of forced labour

issues in the supply chain of one of their largest medical glove
suppliers. Issues that had come to the attention of US Border
4VSXIGXMSR EYXLSVMXMIW ;1 XSSO GSQJSV
us of the issue. However, we still challenged them hard on their

due diligence and their efforts to ensure that the company
addressed the issue as a matter of urgency. We communicated

SJ HE XtB theé vhehadgeGthatXv@ havk la 2&r& BIEVENCeE Ifor forced labour

issues regardless of the jurisdiction in which they arise.

We consider that supply chain disruption can be a material risk for
corporations and can cause reputational damage that is hard to
UYERXMJ] ERH HM%GYPX XS VIGXMJ] -R XLM
also a potential issue.

Therefore, by pursuing the matter to a satisfactory conclusion we
[IVI EGXMRK MR XLI FIWX “RERGMEP MRXIV
well as actln%/las ares on5|ble steward on thelr behalf.
ﬁj YW QMXMKE K

WTIGM¥»%»G VMWOW VEMWIH [IVI QEREKIH ETTVS

the risk of litigation and reputational damage.

An allegation was made by a US capital management company
that the CEO of aHMZIVWM¥IH
(held by LGPSC through a co-investment vehicle) hadonnections
to organised crime
leadership and governance of the company, particularly as the
CEO was a founder of the company. The LGPSC Private Equity
Team raised the issue with the primary manager who refuted
the allegations robustly pointing to the extensive due diligence
undertaken by themselves and other investors during the deal
process. A number of other sources of information were also
referenced including broker research. Credible question marks
were also raised around the motivation of the capital manager
who raised the allegations.

Through this interaction with our co-investment manager, LGPSC

was able to get comfort that these allegations posed no risk to
the value of our investment, nor did they raise concerns around

GYPXYVI ERH KSZIVRERGI ;I VIQEMR GSRO/urun%erstandlng og(tI!Tecomp

is able to execute its strategy and continue to provide critical
sustainable environmental solutions to its clients.

LGPS Central Limited is authorised and regulated by the Financial Conduct Authority
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Following an artlcle in the FlnanC|aI Times, the Private Markets

Team at LGPSC raised concerns about one of our Primary

mana ers handling of an alleged harassment case involving a

Ieadlng meg‘a and % Sh(go-ll—ogy Jompany which was a subsidiary

GSRKPS IVEXI XLII] LIPH E WMKRM%“GE
|re\ét Investor in }(he media and technology company,

we were concerned about the implications of the case in terms

of the Primary managers’ handling of ESG issues more broadly.

Following discussions with the manager we recognised their role

on the supervisory board of the parent company afforded them

limited involvement in the direct handling of the case beyond the
ETTSMRXQIRX SJ ER MRHITIRHIRX PE[ “4VQ X

We took comfort that once the true nature of events was
understood, swift action was taken to remove the member of staff
involved and to implement a programme of cultural change within
XLI %VQ [LMGL MRGPYHIH HMZIVWMX] XVEN
challenge but concluded that the manager acted appropriately
in the circumstances and that they took the issue very seriously.

g)r:ys aplproach to ESG matters
gleaned during the initial due diligence process was ultimately
reinforced. We concluded that the rating applied to the manager
during the initial due diligence process in terms of their ESG
capabilities remained valid.
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This document has been produced by LGPS Central Limited and is
intended solely for information purposes. Any opinions, forecasts or
estimates herein constitute a judgement, as at the date of this update,
that is subject to change without notice. It does not constitute an offer

or an invitation by or on behalf of LGPS Central Limited to any person to
buy or sell any security. Any reference to past performance is not a guide
to the future. The information and analysis contained in this publication
have been compiled or arrived at from sources believed to be reliable,
but LGPS Central Limited does not make any representation as to their
accuracy or completeness and does not accept any liability from loss
arising from the use thereof. The opinions and conclusions expressed in
this document are solely those of the author. This document may not be
produced, either in whole or part, without the written permission of LGPS
Central Limited.

All information is prepared as of 25 April 2022 .

This document is intended for PROFESSIONAL CLIENTS®nly.
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