


Figure 1: WHEB?’s stewardship process supports improvements in company strategy and performance
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Engagement activity in 2022

During 2022, we engaged over 200 times with 42
companies, representing 62% of all companies held in
WHEB funds throughout 2022. This is a near doubling of
the number of engagements year-on-year, driven in part
by the increased number of companies held in WHEB’s
portfolios and a larger Impact Investment Team at WHEB.

Figure 2: Engagement topics 2020-2022
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As in previous years, in 2022 Corporate Governance issues
continued to be a key focus of WHEB’s engagement with
investee companies. This includes a focus on executive
remuneration. In the US, in 2022, the gap between CEO and
median worker remuneration increased to 324x in 2022 up
from 299x in 2020.°

Efforts on Environmental issues were also significant,
due to our NZC commitments, involvement with investor
initiatives on hazardous chemicals and ramping up of work
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WHEB’s approach involves a combination of proactive
and reactive engagement. The objective of our
engagement is also often a combination of information-
seeking and encouraging long-term behavioural change
in investee companies.
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on biodiversity. Similarly, gender diversity continues to be
a focus of our engagement on Social issues. As in previous
years, we have monitored our engagement specifically on
the governance of ESG issues. This year, the key issue was
sustainability criteria in executive compensation.

We also engaged extensively with investee companies on
the impacts of their products and services. This cuts across
both our Social and Environmental themes. Engagement was
broadly in line with geographical exposure.

% The average pay of the 100 Most Overpaid CEOs as tracked by As You Sow was $38,192,249, up 30.6 percent from last year’s average of $29,233,020.

https://www.asyousow.org/report-page/the-100-most-overpaid-ceos-2023
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Effectiveness, objectives and milestones

Historically, WHEB has rated engagements as ‘successful,
‘partially successful’ or ‘unsuccessful’. Until 2021, the
proportion of successful or partially successful outcomes had

been increasing and unsuccessful outcomes were decreasing.

This changed in 2021, with the majority of outcomes being
only ‘partially successful’. We attributed this change to the

prioritisation of more demanding and long-term engagement
objectives - for example, moving from requesting sustainability
disclosures to setting NZC targets. In contrast, in 2022 there
was a more equally balanced set of outcomes: 27% were
successful, 32% were partially successful and 35% were
unsuccessful, with 6% still ongoing at the end of the year.

Figure 3: Engagement effectiveness 2014-2022
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From 2023, following consultations with our independent Investment Advisory Committee, we have agreed to amend our framework
for assessing progress in our engagement with portfolio companies. The new framework is based on milestones as described in
Figure 4 and provides greater granularity on the progress being made in each engagement.

Figure 4: Engagement milestones
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Collaborative engagement

Collaborative engagement is an important tool institutional
investors use to influence both portfolio companies and
the financial system as a whole. Where asset managers or
owners collaborate with other investors to engage a company
to achieve a specific change, or work as part of a coalition
of wider stakeholders to engage on a thematic issue, there
can be advantages over doing so bilaterally. For example,
investors may benefit from additional power, legitimacy
and urgency through a unified message, making it difficult
for companies to ignore them. This is especially helpful as
an escalation tactic. Group members can also share and
develop collective expertise and research, supporting
knowledge and skills sharing, with wider-ranging effects
beyond the scope of the engagement. Finally, investors can
achieve efficiency gains by collaborating on engagements
with the same company, reducing duplication of work and
costs for both investors and issuers.

WHEB collaborates with other investors, including clients
and peers, when it aligns with our investment policies and
after considering legal and regulatory consequences. This
usually involves a joint letter and a follow-up meeting. If we do
not succeed in our bilateral engagement with a company, we
involve other investors in our engagement activity as part of
our escalation policy.

WHERB aims to shape the wider financial system to support
positive outcomes by engaging with regulators, policymakers
and standard setters as well as clients and advisers. We

also participate in industry initiatives promoting sustainable
investing, and collaborate on sustainability issues with
investee companies through conferences and seminars, as
well as our website, blog and wider publications.

Industry networks and associations
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‘WHEB aims to shape the wider financial
system to support positive outcomes by
engaging with regulators, policymakers
and standard setters as well as clients

and advisers.
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WHEB's view on voting

We endeavour to vote all our shares as per our voting policy,
and we use voting to complement our other stewardship
strategies to achieve effective outcomes.* For example, it

is our policy to write to company management when we
vote against their recommendations, which often leads to
further dialogue.

WHEDB?’s voting policy leads us to proactively use routine
proposals, such as the election of the chair, as a way of
asserting our views on key governance and sustainability
issues. For example, our policy states that if a company does
not have a NZC target, we will vote against the election of the
chair. This approach differs from most fund managers and
proxy advisers, who typically vote on sustainability issues only
where they are specifically raised in a shareholder resolution.

Figure 5: Voting summary (2022)
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Figure 6: Votes against management by topic (2020-2022)
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Voting activity in 2022

In 2022 WHEB cast votes on 100% of the resolutions at
100% of the company meetings at which we were entitled
to vote in that year.

We voted against management on 102 occasions with a
pattern similar to 2021.

® ©68.2% of these votes were on corporate governance issues
(especially auditor independence, director independence
and executive remuneration).

® 9.4% on environmental issues, mostly carbon
reduction targets.

® 12.4% were on social issues, the majority aimed at
improving board-level gender diversity.

Our escalation process of writing to company management
provides an opportunity to widen the scope of engagement
to cover Environmental and Social issues as well.
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- https://www.whebgroup.com/assets/files/uploads/20221201-wheb-voting-policy.pdf
- We withhold or abstain from voting where there is no option to vote against management’s recommendations.

- Ibid.

- ISSis WHEB’s proxy adviser. Our voting policy is stricter than that offered by ISS and so we regularly adopt voting positions that are different to ISS.
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http://whebgroup.com/reporting-impact-investment/stewardship-reports
http://whebgroup.com/investing-for-impact/stewardship/engagement-case-studies

How much time is spent on sustainability and
which of your investors are most interested?

Ciaran Potts (Smurfit Kappa) started working in IR in 2015.
Back then, he said, ‘99.99% of questions were on business
fundamentals with almost nothing on sustainability’. This

has changed dramatically and ‘now there are a significant
number of questions on sustainability’. Without exception,
everyone agreed that the level of interest in ESG and
sustainability has increased dramatically. ‘It has just
exploded,” said Andrew Hedberg (Ecolab). ‘The rapid growth
of interest in this area over the last five years has been
incredible. We used to have ESG-focused investor calls once
a quarter and now they happen almost weekly’

Some IR teams suggested that the proportion of time
spent on ESG is now about 10%. For others it is significantly
higher. ‘Probably around 20% of all questions are on ESG
and sustainability’ according to Daniel Bohsen (Novo
Nordisk). Andrew (Ecolab) put it even higher, at a third

of all questions focused on sustainability. For several
interviewees, including at Ecolab and Novo Nordisk,
sustainability has been a core part of the equity story for
many years. As Daniel (Novo Nordisk) put it, ‘We have a
strong story, with the ‘triple bottom line’® integrated into
our bylaws since 2004. We want to make sure that the
sustainability part of our equity story is understood.’

The range of investors that are interested in ESG is also
now very broad. Long-only fundamental investors are a
core constituency, but there is still a bias towards European
investors. US investors - albeit primarily on the East and
the West Coast — have become significantly more active

on ESG issues in the last couple of years.

What are the key sustainability topics that
investors want to talk about?

Perhaps not surprisingly, given they are all WHEB portfolio
companies, the positive impact of products or services is
high on the list of investor questions. For several companies,
including Evotec, the initial focus was on carbon emissions,
but ‘this has moved to a stronger focus on social topics,
which is an area where [their] products and services have
the highest impact.’

Several companies also highlighted the approach of more
sophisticated, often long-only investors that focus on material
ESG issues for the business. Ciaran (Smurfit Kappa) contrasts
this approach with that used by other investors that ‘have
large ESG teams that are not part of the investment decision-
making process’. These groups tend to use ‘blanketed
generic emails that get sent out to hundreds of companies;
says Andrew (Ecolab), and that do not reflect the reality of
very different businesses in very different sectors. ‘There is
still a huge spread in terms of expertise across the investor
base, says Ciaran (Smurfit Kappa). Volker (Evotec) was more
pointed. For some investors, ‘it feels like [looking at ESG] is
more a duty than a commitment,” he said.

The trend over the past few years has also been towards a
much greater range of questions. For Ecolab the questions
were ‘almost all focused on governance six years ago. Now it
is the full [ESG] spectrum.’ One of the emerging issues that
several respondents pointed to was biodiversity. Another
was the circular economy. However, several interviewees
made the point that the nature of investor engagement is also
changing. Daniel (Novo Nordisk) underlined the importance
of moving from a ‘checkbox approach where nuances are
lost’ to an ‘ongoing dialogue’ that facilitates real learning —
both for the company and the investor.

& The ‘triple bottom line’ is an accounting framework encompassing social, environmental and economic dimensions. Business writer John

Elkington coined the phrase in 1994 in his book ‘Cannibals with forks’.
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What do you find most challenging about
investor engagement?

Almost all interviewees highlighted the same problems. The
first is linked to the ‘checkbox approach’, which many saw
as indicative of a lack of understanding of the company.
One interviewee bemoaned the experience of ‘having
people coming straight out of college picking up positions
of influence and adopting a confrontational approach while
asking questions that have little relevance to [the] business.’
Another bugbear highlighted by many companies was that
analysts often do not bother reviewing publicly available
information before contacting the company.

The wide range of questions that are often levelled at
companies is also seen as a challenge — particularly when
these are raised in meetings without time to prepare.‘'m a
big fan of standardisation, said Daniel (Novo Nordisk). Several
companies are supportive of the International Sustainability
Standards Board (ISSB) process, which they hope will reduce
the variety of questions from investors and rating agencies as
well as the risks associated with partial disclosure.

‘The lack of clear objectives in terms of what is being
assessed’ was also highlighted by Mal Patel (Spirax-Sarco).

A related point was made by Ciaran (Smurfit Kappa) about
the lack of specificity in what investors want to see. ‘We only
get specific targeted suggestions on the governance stuff.

A specific percentage board representation, for example.
And there is always ‘the classic “is your CO, reduction target
SBTi-validated?”. Too often, investors come with vague open-
ended questions which IR teams are ill-equipped to answer
without sufficient forewarning and preparation. A particular
‘horror story’ at one company involved a very large investor
threatening to vote against management unless the company
completed a detailed questionnaire on the company’s
carbon strategy — and gave them 24 hours to do so.

Finally, as Mal (Spirax-Sarco) said, the ‘disconnect between
fund managers and stewardship teams’ can be extremely
frustrating. Quite often these teams appear not to be

well coordinated. They can sometimes even be pushing
companies in opposite directions. As one interviewee put
it, ‘On the rare occasions that you can get both sides in the
same room, it’s clear they don’t talk frequently, and they can
even be quite confrontational with each other’.

What does successful engagement look like
from the corporate perspective?

While there are clearly many frustrations with investor
engagement, companies were also keen to stress the real
value of ‘good’ investor engagement. For Andrew (Ecolab) it
is all about seeing the relationship as a partnership. ‘l view
it as a partnership. Both the corporate and the investors
being really open and transparent about what the investors
are looking for.” A similar point was made by Daniel (Novo
Nordisk): ‘I would actually like to have a more ongoing

dialogue because that’s the way we can best help. Working
together we can get better and provide the right information.

More practically, companies are keen to hear directly from
investors rather than just respond to the ‘avalanche of
questionnaires asking similar questions that all have to be
answered individually’. Volker at Evotec advises investors
to ‘pick up the phone, arrange a zoom call — having more
meetings would be much more efficient’.

But the information does not just flow one way. Companies
are also interested in learning from their investors.
‘Investors can share with us the best practices that they
are seeing from other companies,” Andrew (Ecolab)

said. ‘With a partnership mindset we can learn a lot from
shareholder engagement. It has definitely sparked change.’
In addition, at WHEB we have often sought to draw
attention to emerging issues that portfolio companies have
yet to address. This role is seen as valuable. As Ciaran
(Smurfit Kappa) put it, ‘conversations with WHEB have
been very helpful because you asked about things that

the company had not focused on, but then became very
relevant years later’.

What does the future hold for investor engagement?

Clearly, companies are keen to see more sophisticated
dialogue focused on material issues and less checkbox
questionnaires. But beyond this, what does the future

hold for investor engagement? Perhaps surprisingly, most
interviewees were unconcerned about investors claiming
credit for positive changes made by their businesses
following engagement. Some saw this as inevitable (in part
driven by regulatory change), and others saw it as a positive
outcome from the ‘partnership’ type of engagement that
companies want to see more of. | don’t see any immediate
downside’, said Ciaran at Smurfit Kappa. ‘This is really a
win-win as far as | am concerned.
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Disclaimer

This is an advertising document.

A prospectus and a Key Investor Information Document for the FP
WHEB Sustainability Fund, WHEB Sustainable Impact Fund and WHEB
Environmental Impact Fund are available from www.whebgroup.com and
investors should consult those documents before investing.

This financial promotion is intended only for UK and Swiss residents and
professional investors outside of the UK and Switzerland, with the exception
of the United States and Japan, and is communicated by WHEB Asset
Management LLP which is authorised and regulated by the Financial
Conduct Authority, with firm reference number 496413.

Past performance does not predict future returns. The value of investments
and the income from them may fall as well as rise and may be affected by
factors including adverse markets and foreign exchange rate movements
and you may not get back the amount of your original investment.

Your capital is at risk.

This report is provided by WHEB Asset Management LLP and: (1) is intended
forinformation purposes only and does not constitute or form part of any
offer or invitation to buy or sell any security or investment, or any offer to
perform any regulated activity and/ or investment business; (2) must not form
the basis of any investment decision; (3) is not and should not be treated as
investment advice, investment research or a research recommendation; (4)
may refer to and be affected by future events which may or may not happen;
(5) is in summary form and is subject to change without notice and without
any obligation to provide any update; (6) performance shown does not take
account of any commissions and costs charged when subscribing to and
redeeming shares; and (7) is only made available to recipients who may
lawfully receive it in accordance with applicable laws, regulations and rules
and binding guidance of regulatory bodies.

FP WHEB Sustainability Fund

FundRock Partners Limited is the Authorised Corporate Director of the
FP WHEB Sustainability Fund and is authorised and regulated by the
Financial Conduct Authority with Firm Reference Number 469278 and
has its registered office at Hamilton Centre, Rodney Way, Chelmsford,
England CM1 3BY. The state of the origin of the Fund is England and
Wales. The Representative in Switzerland is ACOLIN Fund Services AG,
Leutschenbachstrasse 50, CH-8050 Zurich, whilst the Paying Agent is
NPB Neue Privat Bank AG, Limmatquai 1/am Bellevue, PO. Box, 8024
Zurich . The relevant documents such as the prospectus, the key investor
information document (KIIDs), the Articles of Association as well as the
annual and semi-annualreports may be obtained free of charge from the
Representative in Switzerland.

WHERB Sustainable Impact Fund

The Manager of the Fund is FundRock Management Company S.A.,
authorised and regulated by the Luxembourg regulator to act as UCITS
management company and has its registered office at 33, rue de Gasperich,
L-5826 Hesperange, Grand-Duchy of Luxembourg. The Representative

in Switzerland is ACOLIN Fund Services AG, Leutschenbachstrasse 50,
CH-8050 Zurich, whilst the Paying Agent is NPB Neue Privat Bank AG,
Limmatquai 1/am Bellevue, PO. Box, 8024 Zurich. The relevant documents
such as the prospectus, the key investor information document (KIIDs), the
Articles of Association as well as the annual and semi-annual reports may
beobtained free of charge from the representative in Switzerland. The state
of the origin of the Fund is Ireland. The Fund is registered for distribution to
professional investors in Austria, France, Germany, Italy, Luxembourg,
Norway, Singapore, Spain, Sweden and the United Kingdom, and is
registered for offering to retail investors in Switzerland, Denmark, the
Netherlands and the United Kingdom. The Fund is also available for
professional investors in Belgium and Hong Kong. It is not available to
investors domiciled in the United States. A summary of investor rights is
available at: https://www.whebgroup.com/impact-investment-funds/
sustainable-impact-fund-icav/additional-documents-wheb-sustainable-
impact-fund-icav

This is a marketing communication. Please refer to the prospectus and KIID
before making any final investment decisions. The decision to invest in the
Fund should take into account all the characteristics or objectives of the
Fund as described in its prospectus.

WHEB Environmental Impact Fund

The Manager of the Fund is FundRock Management Company S.A.,
authorised and regulated by the Luxembourg regulator to act as UCITS
management company and has its registered office at 33, rue de Gasperich,
L-5826 Hesperange, Grand-Duchy of Luxembourg. The Fund is registered for
distribution to professional investors in the United Kingdom. It is not available
to investors domiciled in the United States.

WHEB Asset Management LLP has exercised all reasonable care in
preparing this report from sources that it considers reliable, but does

not make any representation or warranty to its accuracy, reliability or
completeness of the report or as to whether any future event may occur.
Tothe fullest extent permitted by applicable Laws, WHEB Asset Management
LLP and its directors, officers, employees, associates and agents accept no
responsibility for and shall have no liability for, any loss or damage caused

to any person reading or accessing, or directly or indirectly making use

of, the report however arising, including without limitation direct, indirect,
special and consequential loss, and loss of profit.

The MSCI information may be used for your internal use, may not be
reproduced or disseminated in any form and may not be used as a basis for
or a component of any financial instruments or products or indices. None
of the MSCl information is intended to constitute investment advice or a
recommendation to make (or refrain from making) any kind of investment
decision and may not be relied on as such. Historical data and analysis
should not be taken as an indication or guarantee of any future performance
analysis, forecast or prediction. The MSCI information is provided on an

“as is” basis and the user of this information assumes the entire risk of any
use made of this information. MSCI, each of its affiliates and each other
person involved in or related to compiling, computing or creating any

MSCI information (collectively, the “MSCI Parties”) expressly disclaims

all warranties (including, without limitation, any warranties of originality,
accuracy, completeness, timeliness, non-infringement, merchantability and
fitness for a particular purpose) with respect to this information. Without
limiting any of the foregoing, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential
(including, without limitation, lost profits) or any other damages.

(www.msci.com).

WHEB Asset Management LLP is registered in England and Wales with
number OC341489 and has its registered office at 7 Cavendish Square,
London W1G OPE.

“The information in this document relating to the sustainability of portfolios
or securities which is the property of Impact Cubed Ltd (the “Information”,
“Impact Cubed”) has been obtained from, or is based on, sources believed
by Impact Cubed to be reliable, but is not guaranteed as to its accuracy

or completeness. No representation, warranty, or undertaking, express or
limited, is given as to the accuracy or completeness of the information or
opinions contained in this document by Impact Cubed, any of its partners
or employees, or any third party involved in the making or compiling of the
Information, and no liability is accepted by such persons for the accuracy
or completeness of any information or opinions. 3 None of the Information
is intended to constitute investment advice or a recommendation to make
(or refrain from making) any kind of investment decision and may not be
relied on as such. The Information is strictly confidential and is the property
of Impact Cubed. Any use of the Information requires a license from
Impact Cubed. The Information may not be reproduced, further distributed
or published in whole or in part by any recipient without prior written
permission from Impact Cubed. The Information may not be used to

create derivative works or to verify or correct other information.”
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