


Stewardship and engagement

We define stewardship as the responsible management
of money on behalf of savers and pensioners, to create
sustainable benefits for the economy, the environment
and society.

As investors, at WHEB we believe we have a responsibility
—and an opportunity — to advocate for progressive change
at the companies in which we invest. Done well, we believe
this will benefit the companies as well as society more
generally. For WHEB, this is achieved through:

1) Capital allocation decisions: Stewardship is firmly embedded in our investment
We focus on investing in solutions to sustainability process, which assesses investee companies’ positive
challenges. impact on social and environmental challenges, as

defined by our nine sustainable investment themes.
Engagement and voting activity with portfolio companies
is undertaken directly by the Impact Investment Team
and underpinned by our views on the materiality’ of key
sustainability issues for the investee business. Our focus
is on engagement that underpins the long-term success
of the businesses that we invest in.

2) Proxy voting:
We exercise our voting rights at company meetings.

3) Company engagement:
We enter into dialogue with investee companies
bilaterally and/or collaboratively, escalating
where necessary.

4) Public policy and industry engagement:
We urge a greater focus on sustainability in
the wider financial system, indirectly supporting
positive impact businesses.

5) Reporting:
We communicate efforts back to investors
and other stakeholders.

™ Our views on the materiality of sustainability issues for different business activities are informed by guidance from the International Sustainability Standard

Board (ISSB) and other relevant guidance.
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2023 in review

The stewardship stampede

New developments such as the UK’s Sustainable Disclosure
Requirements (SDR)? helped to boost asset managers’
attention on stewardship activities in 2023. This has been
evident in the intensified engagement activities and related
disclosures across the industry.® However, the quality of some
of this work has, quite rightly, been called into question.*5¢

We welcome the greater scrutiny on stewardship and agree
with others that there has been an excessive focus on metrics
that quantify asset manager stewardship activity levels.
But, in addition to unintentionally fuelling the ‘stewardship
stampede’, such datapoints do not adequately capture the
depth or nuances of meaningful stewardship work that will
influence real-world outcomes.

Moving from quantity to quality

It is critical, in our view, to explain how issues are selected,
prioritised and then addressed in order to underpin a quality
approach to exercising stewardship responsibilities. Though
stewardship and engagement are well established within
WHEB’s investment process, last year we looked to further
enhance the overall quality of what we do. We did this by
becoming more:

1. Methodical

It is not possible, nor desirable, to engage every investee
company on every topic. We have put more focus on how we
select which engagements to pursue focusing on a) the most
material and b) the most controversial and/or strategic issues.

We have also been clearer about our rationale forengagement.
Embedding stewardship in our investment process means
that our objectives and priorities are closely aligned with
our fundamental interest in the long-term success of the
companies in which we invest.”

2. Effective

As asset managers we believe we can show correlation but
not causation between our stewardship and engagement
efforts and real-world outcomes. We do not look to claim
additionality in our engagement because outcomes

are almost inevitably the result of the efforts of multiple
stakeholders. Instead our aim is to look beyond activity
levels and understand our effectiveness. Implemented in
late 2022, our Objective Milestones Framework (Figure 1)
helps this evaluation process.

3. Clear

Reporting is a vital part of our stewardship toolkit. Our focus
has been on finding reporting methodologies that help
readers and investors interpret our contributions without
overwhelming them with voluminous data sets or providing
case studies which may not be representative of our
engagement activity and outcomes.

We have therefore developed complementary disclosures
to evidence how our actions align with outcomes for core
issues. Figure 2, for example, shows how the biggest emitters
of GHG emissions in WHEB'’s portfolio have changed their
emissions between 2022 (dots) and 2023 (triangles), and
also, whether their approach to managing their emissions has
become more or less aligned with the Paris Agreement. In the
coming year we aim to develop this approach to reporting to
cover other key issues such as gender diversity, biodiversity
and hazardous chemicals.

Figure 1: Objective Milestones Framework Figure 2: Mapping outcomes on WHEB’s portfolio GHG emissions
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This is especially important as the power of investor stewardship is increasingly recognised by a variety of stakeholders that may
pressure investors to adopt their own agendas.
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Engagement activity
in 2023

We define a company interaction as an engagement
activity where there is a:

= Purposeful dialogue with a company, either bilaterally
or collaboratively;

= with a clear objective to address a material
sustainability or governance risk or opportunity;

= anidentifiable outcome, as gauged by our objective
milestones.

In 2023, we recorded 188 engagement activities
approximately in line with increased activity levels from
2020.2 We continue to engage roughly three quarters
of investee companies annually with engagement
activities having occurred across 46 companies in 2023
representing 72% of all holdings.®

In terms of the topics addressed, (Figure 3) Governance
represented the largest proportion, mostly due to persistently
low auditor independence. ESG Governance issues
constituted a larger portion of our engagement activity
compared to the previous year and focused mostly on
problematic executive compensation practices. Efforts to
advance Environmental objectives remained significant once
again including activities on NZC commitments, biodiversity
and nature loss and WHEB’s involvement with investor
initiatives on hazardous chemicals.

Conversely, Social issues comprised the smallest proportion
of our engagement activity last year though this work was
once again primarily focused on promoting gender diversity.

While this data may indicate our engagement priorities, it
reveals little about a) the depth of engagements and b) the
progress made which we consider further below.

Figure 3: Engagement topics
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Effectiveness, objectives and milestones

During 2023 we reviewed our engagement activities from
2018 to identify the milestones that have been achieved
over this period. Figure 4 shows how the overall amount
of engagement has increased during this period, with a
greater number of engagements initiated from 2020 to
2022. In turn, this has fed into a proportionally larger number
of Milestone 1 (M1) and Milestone 2 (M2) outcomes. With

WHEB’s engagement objectives often targeting ambitious,
long-term changes to strategy and policy, we expect a longer
analysis period to demonstrate a similar increase in Milestone
3and 4 (M3 and M4).

More detailed case studies of our engagement are provided
quarterly. Typically, these updates include three case studies
that represent the range of issues we engage on and the
outcomes we achieve. These are available from our website.™

WHEB

Figure 4: Engagement effectiveness
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Collaboration and escalation

Collaborative engagement is an important tool to influence
portfolio companies and the financial system as a whole. In
2023, 10% of our activity was conducted in this way, mostly
as a means of escalation.

We prefer escalating in this way for several reasons. First,
dialogue most easily allows us to ensure that objectives and
priorities are positioned within the context of our interest in
the company’s long-term success. Second, collaboration
also avoids certain technical and temporal hurdles linked
with escalating through proxy voting and AGM attendance.
Finally, given WHEB’s longstanding advocacy for sustainable
investing, it is not difficult for us to connect with like-minded
investors to collectively engage companies.

At the same time, the power of investor stewardship is
increasingly being recognised as a key catalyst for effecting
change and delivering tangible real-world outcomes.

Consequently, more opportunities to join investor initiatives
are becoming available each year.

In 2023, for example, we addressed net-zero carbon targets
at TE Connectivity via the Institutional Investors Group on
Climate Change (IIGCC)'s Net Zero engagement Initiative
(NZED." We have also worked with other investors as part
of ChemSec’s Investor Initiative on Hazardous Chemicals
(IIHC).™ We joined this initiative in 2021, which aims to phase
out hazardous chemicals (Figure 5). WHEB also became
a member of Nature Action 100 on its launch in the second
half of 2023. We hope this will support the work we have
been doing to engage companies on biodiversity and nature
loss since 2020."

Collaboration alone is not always effective, though, and
occasionally it is necessary to escalate further using other
tools such as AGM attendance, as was recently the case in
our efforts to engage TE Connectivity via the NZEI.

Figure 5: WHEB’s industry networks and associations
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WHEB also aims to shape the wider financial systems to
incentivise businesses to deliver more positive social and
environmental outcomes. This work is often done through
industry initiatives. In the past year, for example, we have
collaborated with other investors to promote regulations
at International, European and UK level to encourage,
among other things, the phase-out of hazardous chemicals,
the elimination of plastic waste in the world’s oceans, the
mandatory publication of climate transition plans and faster
action to tackle climate change.

We also participate in industry initiatives promoting high
standards in sustainable investing. In 2023 a major focus
was on the UK’s Sustainability Disclosure Requirements
(SDR). WHEB is a member of the Financial Conduct Authority
(FCA)'s Disclosure and Labels Advisory Group (DLAG) and
has been deeply involved in inputting into this regulation.
Further discussion of asset managers’ role in shaping financial
systems is included below.

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.

WHEB'’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.

Voting activity in 2023

In 2023 WHEB cast votes on 100% of the resolutions on
which we were entitled to vote in that year (Figure 6). We
also voted against at least one resolution at 86% of these
meetings.

We voted against management on 201 occasions,
representing 21% of our votes cast and, in a pattern consistent
with the previous six years (Figure 7).

WHEB currently uses Institutional Shareholder Services (ISS)
as a third-party research provider to help inform our voting
decisions and to deliver the votes to company meetings.
However, we actively consider each vote ourselves to confirm
whether itis line with our own, typically stricter, voting policies.
We report the proportion of votes that go against ISS’s policy
in Figure 8. The vast majority of these votes are to vote against
management when ISS’s policy is to vote for management.

Figure 6: Exercising WHEB’s voting rights™
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Figure 7: A proactive voting policy in action
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Of the votes where we voted against management:

= 63% of these votes were on Governance issues
(especially auditor independence, director independence
and executive remuneration).

= 7% of these vote were on Environmental issues, mostly
carbon reduction targets.

= 9% of these votes were on Social issues, the majority aimed
at improving board-level gender diversity (Figure 8).

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.

Figure 8: Votes against management by topic
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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.

The FP WHEB Sustainability Fund is only available to U.K. and Swiss
domiciled investors and is not registered for sale in the E.U. Information on
the Fund and its past performance is provided for illustration purposes only.

Past performance is not a reliable guide to future performance. Your capital
is at risk. 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.

This report is provided by WHEB Asset Management LLP and: (1) is intended
for information 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;
() 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-annual reports may be obtained
free of charge from the Representative in Switzerland.

WHEB 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 be obtained 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 France, Italy
and Singapore, and is registered for offering to retail and professional investors
in Austria, Denmark, Germany, Luxembourg, the Netherlands, Norway, Spain,
Sweden, Switzerland 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. To the 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 MSCI 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 MSCl 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. (wWww.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. 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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