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Our mission

We aim to use our influence to ensure:

0/53%
\o\o/o’ 1. Companies integrate
environmental, social and
governance (ESG) factors
into their culture and
everyday thinking

2. Markets and regulators
create an environment in

which good management
of ESG factors is valued
and supported

In doing so, we seek to fulfil LGIM’s
purpose: to create a better future
through responsible investing.




Our focus

Holding boards to account

To be successful, companies need to have people at the helm who are well-
equipped to create resilient long-term growth. By voting and engaging directly
with companies, we encourage management to control risks while seeking to
benefit from emerging opportunities. We aim to safeguard and enhance our
clients’ assets by engaging with companies and holding management to account
for their decisions. Voting is an important tool in this process, and one which

we use extensively.

Creating sustainable value

We believe it is in the interest of all stakeholders for companies to build
sustainable business models that are also beneficial to society. We work to
ensure companies are well-positioned for sustainable growth, and to prevent
market behaviour that destroys long-term value. Our investment process includes
an assessment of how well companies incorporate relevant ESG factors into
their everyday thinking. We engage directly and collaboratively with companies

to highlight key challenges and opportunities, and support strategies that can
deliver long-term success.

Promoting marketresilience

As a long-term investor for our clients, it is essential that markets are able to
generate sustainable value. In doing so, we believe companies should become
more resilient to change and therefore seek to benefit the whole market. We use
our influence and scale to ensure that issues impacting the value of our clients’
investments are recognised and appropriately managed. This includes working
with key policymakers, such as governments and regulators, and collaborating
with asset owners to bring about positive change.
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Action
and impact

From COP26 and the climate transition,

to executive pay and ethnicity, we engaged
with companies on a broad spectrum of
topics during the final quarter of 2021. A
summary of key activity, core themes and
public policy focus points during the period,
this report also contains detailed voting

and engagement statistics.
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E :Environment
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COP 26

We firmly believe that international leadership and collaboration are key to delivering

a decarbonised future. In November 2021, Glasgow played host to world leaders, heads
of state, industry chiefs and civil organisations at the UN global climate summit, COP26.
The acceleration of carbon pricing, fossil-fuel subsidy reform, phase-out of thermal
coal and unlocking of capital to emerging markets were some of the important issues
high on the agenda.

LGIM was at the heart of the COP26 programme, helping to push the private sector

to do more on the transition to net zero and to galvanise climate action in the public
sector. Our CEQ, Michelle Scrimgeour, represented LGIM at the summit and, as co-chair
of the UK government’s COP26 Business Leaders Group, addressed the audience on
Finance Day.

Lewis Pugh, our global partner and UN Patron of the Oceans, was also in Glasgow,
talking about his recent experience in Greenland and call to action on the need to protect
our marine environment.

Our engagement at COP26 was a natural extension of the work we already do to
influence change in our industry and across global markets where we have been part
of a number of initiatives and commitments. Among these was our support for the Get.
Nature Positive campaign, in recognition of the role that protecting and restoring
biodiversity will play in creating a more sustainable future, as well as the Deforestation-
Free Finance commitment on agricultural commodity-driven deforestation.



https://www.lgim.com/uk/en/responsible-investing/lewis-pugh/
https://getnaturepositive.com/ 
https://getnaturepositive.com/ 
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Climate Impact Pledge - launch
of the 5™ engagement cycle

In October, we launched the fifth engagement cycle of the Climate Impact Pledge, our
flagship climate engagement programme. From apparel and airlines to technology
companies and utilities, we analyse and directly engage with around 60 companies in 15
climate-critical sectors on their strategic approach to climate change, and to what extent
they are aligning their businesses with the constraints and opportunities of a net-zero
transition.

The programme targets companies that are large and influential in their respective
sectors, but who are not yet meeting ‘best practice’ expectations. These are companies
who could have a significant positive trickle-down effect across their industries and
value chains by setting and pursuing ambitious net-zero targets.

At this point in the engagement cycle, 75% of companies have responded to our
engagement requests.

To date, we have been encouraged by the rapid growth in the number of companies with
net-zero commitments, across sectors and markets. We are seeing financial institutions
improve their emissions reporting practices, airlines set targets for the use of
sustainable aviation fuels (SAF) and food companies establishing more stringent
deforestation policies.

However, there is often a lack of detailed net-zero transition plans to support emissions
reduction targets. In 2022, we will continue to press companies to establish robust
decarbonisation strategies, with granular interim roadmaps out to 2050, to accompany
their public announcements.
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https://www.lgim.com/uk/en/responsible-investing/climate-impact-pledge/
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BHP, one of the world's largest mining companies, had put its
climate transition plan to a shareholder vote for the first time
in its history — a trend we expect to gather pace across the
extractives sector in the coming years.

When assessing such plans, among other factors, we look
closely at how aligned the emissions reduction targets are to
Paris goals and whether the milestones set are credible and
pragmatic.

While we note BHP has made a substantial progress in its
environmental footprint, we opposed its climate transition plan
as we deemed the targets to be insufficient and fall short of the
level of ambition required to support a net zero pathway.

*For illustrative purposes only. Reference to any particular security is on a historical basis and does not mean that the security is currently held
or will be held within an LGIM portfolio. Such references do not constitute a recommendation to buy or sell any security.
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S :Social

Ethnicity campaign

In September 2020, we launched our ethnicity engagement campaign and voting
strategy, where we committed to engaging with the largest US and UK companies
with no ethnic diversity on the board, with a commitment to taking action on a lack
of improvement by placing a negative vote at their 2022 AGM.

We wrote to 79 companies across the S&P500 and FTSE 100 indices to alert them of our
expectations, and to the potential voting action we would take.

In October 2021, we re-visited the board’s ethnic representation of the companies in
these indices, with the intention of writing to those who were still in breach of our
expectations of one person of diverse ethnicity on the board. This review resulted

in us writing to 37 companies in total, meaning that our target list has almost halved
compared to the previous year, demonstrating decent progress. On initial study of the
data, we discovered that in 2021, we wrote to 10 US and 12 UK companies which have
been persistent laggards — falling short of our expectations in both 2020 and 2021 —
which means that they have not improved the ethnic diversity of their boards over the
last 18 months.

In Q1 2022 we will be taking a more granular look at the data to understand in more
detail any trends and improvements. Our voting commitment is steadfast, and from
January 2022 we shall be voting against the board chair of UK companies and the Chair
of the Nomination Committee of US companies with no ethnic diversity on the board.

In 2022, we shall begin
voting against the board
chair of UK companies and
the Chair of Nomination

Committee of US
companies with no ethnic
diversity on the board.

Moderna*

We have filed a shareholder proposal at Moderna requesting
that the company publicly disclose how its receipt

of government financial support for development and
manufacture of a COVID-19 vaccine is being considered
when making decisions that affect access to such products,
such as setting prices. The company is contesting the
inclusion of the proposal on its agenda at the 2022 AGM
and has indicated that it will publish such a report prior

to the AGM. We are currently engaging with the company.

*For illustrative purposes only. Reference to any particular security is on a historical basis and does not mean that the security is currently held

or will be held within an LGIM portfolio. Such references do not constitute a recommendation to buy or sell any security.
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Antimicrobial Resistance (AMR)

LGIM, together with the Investor Action on Antimicrobial resistance, wrote

to the G7 finance ministers, in response to their Statement on Actions to Support
Antibiotic Development. The letter highlights that investors see AMR as a financial
stability risk, and as an investor across multiple asset classes, LGIM is exposed via
multiple sectors from healthcare and pharmaceuticals, to travel and leisure.

The letter also highlights how the current pandemic is a clear illustration of the potential
financial consequences of a global public health crisis, and that it has worsened the
impact of AMR. If not addressed, AMR is projected to have significantly greater impacts
than COVID-19. The World Health Organisation (WHO) describes AMR as one of the
biggest threats to society today.

One of our team is a member of the Expert Committee for the 2021 Antimicrobial
Resistance Benchmark methodology. The Expert Committee (EC) is made up of 10
independent experts, including from WHO, top-level academic centres, governments

in low- and middle-income countries, as well as investors and pharmaceutical industry
representatives. The 2021 Antimicrobial Resistance Benchmark was launched during
World AMR Awareness Week in November; it evaluates how 17 of the world's largest
pharmaceutical companies are performing in the fight against antimicrobial resistance.
During the World AMR Awareness Week, a member of LGIM'’s Stewardship team was
also invited to participate in a panel discussion on the topic of ‘A ‘One Health' Spotlight on
Access, Innovation and Stewardship’ hosted by the Investor Action on AMR initiative with
investors and industry representatives. LGIM presented and discussed our engagement
work on water utility companies and AMR.
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https://amrinvestoraction.org/
https://amrinvestoraction.org/article/g7-finance-track-investor-action-on-amr-coalition
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1040016/AMR_-_G7_Finance_Ministers_statement_on_supporting_antibiotic_development_-_final_-_13_Dec_2021.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1040016/AMR_-_G7_Finance_Ministers_statement_on_supporting_antibiotic_development_-_final_-_13_Dec_2021.pdf
https://www.who.int/news-room/fact-sheets/detail/antimicrobial-resistance
https://accesstomedicinefoundation.org/publications/2021-antimicrobial-resistance-benchmark
https://www.lgimblog.com/categories/esg-and-long-term-themes/anti-microbial-resistance-engaging-water-utility-companies/

Q4 2021 | ESG impact report

Social responsibility
for social media

In early 2019, the Social Media Collaborative Engagement

of 104 global investors was established, representing
approximately £7 trillion AUM, in response to the live streaming
of the Christchurch terror attack on 15 March 2019 on Meta',
Alphabet” and Twitter”. It was believed that these companies
betrayed their users’ trust, breached their duty of care and
severely damaged their social licence to operate.

The Collaboration has now closed and the results and impact
show how powerful working together can be, where speaking
with a united voice on an important issue can yield positive
change.

Why did we join this collaboration?

Technology stocks are a significant part of many global

indices and as ESG risks have developed, there have been
consequences for global investment portfolios. There are many
additional risks for the broader technology sector, for example
the decline of consumer trust, litigation risk including anti-trust,
regulatory risks, and reputational risks.

“Meta, formerly facebook

The purpose of the collaboration
was to engage these three social
media companies with a single
focus: to strengthen controls to
prevent the livestreaming and
dissemination of objectionable
content.

*For illustrative purposes only. Reference to any particular security is on a historical basis and does not mean that the security is currently held
or will be held within an LGIM portfolio. Such references do not constitute a recommendation to buy or sell any security.
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https://www.nzsuperfund.nz/how-we-invest/responsible-investment/collaboration/social-media-collaborative-engagement/
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What action did the collaboration take?

The first action was to speak out publicly on the Collaboration’s intention to engage

the identified social media companies — Meta, Alphabet, Twitter — on this issue. This
decision was taken to indicate clear dissatisfaction with the companies who showed a
lack of accountability. Engagement letters were sent to the chairs of the boards of each

of the three companies and engagement meetings were held to discuss their responses.

The Collaboration also created and distributed a resource for shareholders outside
the group who sought to engage on the same issue. This ensured the social media
companies were hearing the same message from a wide range of investors, signalling
the importance of the issue to the broader investor community.

The identified companies assured the Collaboration that they were making changes
to strengthen controls to avoid a similar situation in future. However, none of the
companies agreed for a board member to meet the Collaboration, and it was felt
that there wasn't enough commitment from the companies on the issue.

Therefore, the Collaboration published an open letter distributed via global press,
calling for:

o clear lines of governance and accountability to ensure social media platforms
cannot be used to promote objectionable content; and

o sufficient resources dedicated to combatting the live-streaming
and spread of objectionable material across the platforms.

Additionally, during 2020 and 2021, LGIM voted in favour of various shareholder
proposals at all three companies that focused on human rights issues, such
as expertise at board level and further disclosures.

What are the results?

¢ Inlate 2020, Meta informed the Collaboration that it had strengthened
its Audit & Risk Oversight Committee charter to explicitly include a focus
on the sharing of content that violate its policies;

¢ Meta also made a commitment to prevent such abuse, not just
to mitigate it; and

o all the company platforms have moved to strengthen controls to prevent
the live streaming and distribution of objectionable content.

What does this mean?

Research commissioned by the Collaboration by an external think tank called Brainbox
Institute reviewed the technology changes and concluded that:

o the measures introduced by the platforms have a high likelihood of significantly
mitigating the scale of dissemination of future objectionable content;

¢ the platforms have made and continue to make reasonable efforts to reduce the
spread of objectionable content;

o the platforms are well-placed to rapidly triage potential objectionable content and
they have implemented mechanisms to quickly intervene in such cases and can do
so much faster than a government body could;

o however, the platforms are highly unlikely to absolutely prevent the spread of
objectionable content of another similar type of event because once new content
has been uploaded, there is an unavoidable time delay before it can be accurately
classified as objectionable and this time gap cannot be entirely eliminated

13
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https://www.nzsuperfund.nz/how-we-invest/responsible-investment/collaboration/social-media-collaborative-engagement/
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G: Governance

Filing of shareholder proposals

We have once again filed a shareholder resolution requesting that an
S&P pharmaceutical company appoint an independent chair, thereby
splitting its currently combined chair and CEO role. We have engaged
with the company since filing the shareholder proposal and will continue
to monitor the situation to consider whether to maintain the proposal or
withdraw it.

Cardinal Health*

In May 2021, LGIM America co-filed a shareholder resolution,
together with our investor colleagues within The Investors for Opioid
Accountability (IOPA), asking the company to publish annually an
in-depth report disclosing its direct and indirect lobbying activities
and expenditures, as well as its policies and procedures governing
such activities (a ‘Political Contributions and Activities Report’).

Following engagements with the company, the board agreed to expand
its Political Contributions and Activities Report to include all disclosures
relating to state lobbying expenses exceeding US$25,000; payments to
trade associations and other organisations (including to those that draft
and support model legislation); and the approach the company will take
when a trade association of which it is a member takes a position which
differs from the company’s corporate position.

Following the engagement we, together with the other co-filing
investors, withdrew the shareholder proposal. This is a concrete
example of using a shareholder proposal as an engagement tool
and demonstrates the positive impact of engagement.

Significant votes: evolving
our reporting

LGIM takes our responsibility to exercise the voting
rights of our clients' assets very seriously. We exercise
the shareholder rights of a significant number of our
clients with one consistent voice across all our active
and index funds. This improves the effectiveness

of voting as a means of supporting our engagement
activities and bringing about change in the market.

As regulation on vote reporting has recently evolved
with the introduction of the concept of ‘significant vote’
by the EU Shareholder Rights Directive Il, LGIM wants to
continue to help clients fulfil their reporting obligations.

For many years, LGIM has regularly produced case
studies and/or summaries of vote positions to clients for
what we deemed were ‘material votes’. We are evolving
our approach in line with the new regulation and are
committed to provide our clients access to ‘significant
vote’ information. In determining significant votes, LGIM's
Investment Stewardship team takes into account the
criteria provided by the Pensions & Lifetime Savings
Association consultation (PLSA).

We will provide information on significant votes in the
format of detailed case studies in our quarterly ESG
impact report and annual active ownership publications.

*For illustrative purposes only. Reference to any particular security is on a historical basis and does not mean that the security is currently held
or will be held within an LGIM portfolio. Such references do not constitute a recommendation to buy or sell any security.
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Every year, LGIM’s
stewardship team responds
to over 100 remuneration
consultations.

We publicly disclose our votes for the major markets
on our website; these reports are published in a timely
manner at the end of each month and can be used

by clients for their external reporting requirements.

Executive pay

LGIM publishes our principles on executive pay to help
our investee companies understand our views on what
we consider best practice in terms of executive pay
policy. We also meet annually with remuneration
consultants to make them aware of our evolving views.

LGIM has written to all FTSE All-Share listed companies
(excluding investment trusts) to send them a copy of our
revised Executive Pay Principles and to explain that,
from 2022, we will be responding to fewer consultations
on executive pay.

To be more effective and efficient, we are limiting the
types of consultations to which we will respond:
responses will be on a case-by-case basis and cover
only those issues where the company wishes to apply
discretion, or to introduce something that is not already
covered in our Principles. This will mean companies
receive LGIM'’s feedback on issues that are critical for
them.

*For illustrative purposes only. Reference to any particular security is on a historical basis and does not mean that the security is currently held
or will be held within an LGIM portfolio. Such references do not constitute a recommendation to buy or sell any security.

Simplification of governance
structures

Following a recent trend at dual-listed companies to
simplify their equity structure, this quarter saw two large
companies moving to a single listing. At Shell*, the
unification resulted in a primary listing in London while
BHP* had switched to the Australian Securities
Exchange. In both cases we supported the simplified
governance structure. When assessing such situations,
we review the business rationale for the restructuring,
and ensure all shareholders benefit from a transparent
and fair process.
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https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/uk-principles-of-executive-pay-lgim.pdf
https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/uk-principles-of-executive-pay-lgim.pdf
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Significant votes
Company name: Microsoft*
ISIN: GBOOB1QH8P22 Market cap: US $2,311bn as at 31 January 2022 (Thomson Reuters) Sector: Software & services
Issue identified: The company recently re-combined the chair and CEO roles, after having these separate for a number of years.

Summary of the resolution: | Tore-elect CEO Satya Nadella, and John Thompson (Nomination Committee Chair and Lead Independent Director).

How LGIM voted: LGIM voted against both resolutions.

Rationale for the decision: LGIM has set out expectations for all companies to have a separate chair and CEO.

This recombination of the roles during 2021 at Microsoft was particularly disappointing as it has had a separation of the roles for many years.

Given the company did not seek prior shareholder approval for the re-combination of roles, we also voted against the board Nomination Committee Chair
/ Lead Independent Director.

Outcome: While engagement with the company has been fruitful over the years, we conveyed our disappointment at this governance change.
Both directors were re-elected with over 90% support from shareholders.

Why is this vote This vote was significant because it related to one of LGIM's engagement themes: Board effectiveness.
significant?

*For illustrative purposes only. Reference to any particular security is on a historical basis and does not mean that the security is currently held
or will be held within an LGIM portfolio. Such references do not constitute a recommendation to buy or sell any security.
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Significant votes

Company name: The Procter & Gamble Co*

ISIN: US7427181091 Market cap: US $397bn per Thomson Reuters as at 06/1/22 Sector: Household & personal products

Issue identified: The re-election of Angela Braly — as she is chair of the Governance and Public Responsibility Committee.

In 2020, P&G shareholders, including LGIM, supported a resolution calling on the company to report on the efforts to eliminate deforestation, filed by Green
Century. The resolution was passed with 67% support.

Green Century wanted shareholders to vote against the re-election of Angela Braly because the actions taken by P&G since the previous AGM had not
been sufficient. In particular, Green Century was concerned by P&G's failure to make a public commitment to end sourcing from intact forests and the lack
of goals around the use of recycled fibre in its products.

Summary of the resolution: | ¢ Resolution 1b — Elect Angela F Braly
e 12 October 2021

How LGIM voted: We voted in favour of Angela Braly’s re-election

Rationale for the decision: LGIM engaged with Green Century* to find out why they were targeting Angela Braly and to shed light on their ongoing concerns with the company.

We then engaged with P&G ahead of their AGM to discuss Green Century’s concerns and for an update on the key actions we had asked P&G to take during
our engagement in 2020 — namely, report to CDP Forests, and to accelerate their programme to source more Forest Stewardship Council (FSC) certified
pulp because we felt 2025 was not an ambitious target. We also voiced our governance concerns with its structure in having a joint chair/CEO.

While we continue to share some of the concerns of Green Century, we understand the issues the company is facing that prevent them from being
able to fully comply with the requests.

In addition, P&G had satisfied all of our requests that we made a year earlier; they have separated the chair/CEO role, they have submitted to CDP
Forests and they have brought forward their commitment to ensure that 95% of their pulp from Canada and Quebec is FSC certified by the end of 2021.

Outcome: 7.96% of the votes cast were against the re-election of Angela Braly.
We will continue to engage with the company on this important topic.

Why is this vote e It was a high profile vote which had such a degree of controversy that there was high client and/or public scrutiny
significant? e The vote was linked to an LGIM engagement campaign, in line with LGIM Investment Stewardship's five-year ESG priority engagement themes

*Case study shown for illustrative purposes only. The above information does not constitute a recommendation to buy or sell any security.
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ACGA Japan Working Group

The Asian Corporate Governance Association's (ACGA) Japan
Working Group (JWG) brings together more than 30 of ACGA's
institutional investor members (combined AUM of close to US $30
trillion®) with a particular interest in Japan.

Since April 2021, Aina Fukuda, Head of Japan Investment
Stewardship for LGIM, has served as deputy chair of the JWG.

In 2021, JWG embarked on a new initiative: to engage in a
purposeful and structured dialogue with a select group of major
Japanese listed companies over the medium to long term.

With input from members, JWG chose five companies from a
range of sectors, including automobile manufacturers, specialty
chemicals, industrial machinery, diversified banks, and leisure
products. Each company is globally important in its sector and
faces a range of strategic governance and business challenges.

Through building trust and understanding the group aims to
support the development of each company’s governance and
sustainability practices and help to enhance their corporate value.

The first meetings mostly took place between late September and
November. A second round of meetings is planned for the first half
of 2022.

*Source: ACGA as December 2021
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Public policy update

As a long-term investor, LGIM has a responsibility to
ensure that global markets operate efficiently, to protect
the integrity of the market, and to foster sustainable
and resilient economic growth.

. United Kingdom

" P Over the past quarter, LGIM has continued to
engage with UK government on key sustainability issues.
In October, the Treasury made a major announcement

in regards to sustainable finance in the UK, specifically
releasing the UK’s Roadmap to Sustainable Investing.
The roadmap sets out the government'’s long-term vision
on how the UK will become the world leader for green
and sustainable investing, aligning the financial system
with the net zero commitment.

LGIM is, and will be, very engaged in the various
workstreams necessary to achieve this; one key area is
how to improve disclosures on sustainability across the
entire system, corporate disclosures up the investment
chain to asset managers. A first step has been the FCA
Discussion Paper (DP21/4) on Sustainability Disclosure
Reguirements (SDR) and investment labels that LGIM has
been, and is, engaging with and providing feedback on.
The SDR is significant, and whilst it includes some

key differences, it is a similar policy intervention that

the EU has taken through the Sustainable Finance
Disclosure Regulation (SFDR).

LGIM and other leading UK companies (coordinated

by E3G), wrote to the Chancellor of the Exchequer and
Secretary of State for the Department for Business,
Energy, and Industrial Strategy, calling on the UK
government to mandate disclosure of net zero transition
plans for large companies. We were very pleased to see
the government is supportive of this proposal and has
gone further to commit mandate publication of transition
plans for asset managers, asset owners, and listed
companies.

As a long-standing advocate for improving ‘diversity

and Inclusion’ across global markets, and highlighting its
strong link with value creation, there has been a welcome
focus by regulators on this topic over the past quarter.
LGIM has provided formal feedback and
recommendations through two recent policy papers:

LGIM helps to identify
key systemic failures and
provides practical advice
in the early stages of

policymaking.

1) the FCA's consultation Paper (CP21/24) on Diversity
and inclusion on company boards and executive
committees; and 2) the joint Prudential Regulatory
Authority (PRA) and FCA Discussion Paper (DP21/2)
on Diversity and inclusion in the financial sector —
working together to drive change. There are areas

to consider more closely but we are supportive of this
focus, and of the recommendations of the Parker and
the Hampton Alexander reviews.

LGIM has also engaged on other topics, including:

i) an initiative urging the UK government to support

the mandatory reporting of healthy and sustainable food
sales (as part of the government's white paper response
to the National Food Strategy); and ii) the follow-up to
the Lord Hill review through the FCA's consultation Paper
(CP21/21) on Primary Markets Effectiveness Review.
LGIM is also advocating that policymakers do not
overlook ‘social’ topics in sustainable finance policy.

20
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https://www.gov.uk/government/publications/greening-finance-a-roadmap-to-sustainable-investing
https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-investment-labels
https://www.fca.org.uk/publications/discussion-papers/dp21-4-sustainability-disclosure-requirements-investment-labels
https://www.e3g.org/news/leading-companies-call-on-uk-government-to-make-disclosure-of-net-zero-transition-plans-mandatory/
https://www.gov.uk/government/publications/fact-sheet-net-zero-aligned-financial-centre/fact-sheet-net-zero-aligned-financial-centre
https://www.fca.org.uk/publications/consultation-papers/cp21-24-diversity-inclusion-company-boards-executive-committees
https://www.fca.org.uk/publications/consultation-papers/cp21-24-diversity-inclusion-company-boards-executive-committees
https://www.fca.org.uk/publications/consultation-papers/cp21-24-diversity-inclusion-company-boards-executive-committees
https://www.fca.org.uk/publications/discussion-papers/dp-21-2-diversity-and-inclusion-financial-sector-working-together-drive-change
https://www.fca.org.uk/publications/discussion-papers/dp-21-2-diversity-and-inclusion-financial-sector-working-together-drive-change
https://www.foodfoundation.org.uk/sites/default/files/2021-12/Call%20to%20UK%20Govt%20for%20mandatory%20reporting_Investor%20letter_FINAL.pdf
https://www.fca.org.uk/publication/consultation/cp21-21.pdf
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European Union

LGIM has continued to closely follow the EU’s
Sustainable Finance Strategy and Green Deal. Over
recent months, there has been considerable focus on
ensuring the ‘Green Taxonomy’ is robust, scientific and
evidence based. The European Commission has received
considerable pressure from members states on what
should and shouldn’t be considered eligible in the three
sectors that were omitted from the delegated act for
climate change mitigation and adaptation published in
April 2021, i.e. nuclear, gas, and agriculture. What drew
less attention were proposals tabled for agriculture.

A tabled paper suggests the Commission use similar
criteria for agriculture as proposed in March 2021, and
also includes other important concessions.

A glaring issue with these proposals is that they intend to
adopt Common Agricultural Policy (‘CAP’) eco-schemes
and organic agriculture without considering the principle
of ‘do no significant harm’. The proposals also allow for
a qualification loophole, risking weaker criteria being
agreed in a CAP reform or on organic farming. Given that
organic farming can result in environmental trade-offs,
and that CAP reforms have not been hailed for their
ambition on tackling climate issues, this is a real risk.

Continuing from a letter LGIM and peers sent to the
Commission that included recommendations for
reforming the EU Common Agricultural Policy, the group
again wrote to the Commission to voice concerns on
the tabled proposals for agriculture. If approved, we
would see a considerable weakening of the robustness
of the taxonomy.

Japan

In early December, the Japan Financial
Services Agency's (JFSA) Sustainable Finance Office
invited LGIM to present our views on third-party ESG
rating and data providers. This request was on the back
of the JFSA's Building a Financial System that Supports a

Sustainable Society report as well as its annual Strategic
Priorities, originally released in Japanese in June and
August, respectively. Both documents reference ESG
rating and data providers as important stakeholders in
promoting sustainable finance in the market.

In this regulatory engagement, we highlighted that
enhancing data availability and quality involves not
just ESG rating and data providers, but also companies
and institutional investors (data users). We explained,
for example, how LGIM’s engagements and ‘radical
transparency’ regarding company scores and the
underlying external data we use aims to help facilitate
dialogue between companies and data providers,
resulting in better data quality. We additionally noted
the importance of rigorous conflict of interest
management by data providers.

& United States

LGIM America submitted a comment letter
expressing support for the Department of Labor’s
proposed rules which would allow fiduciaries to consider
ESG factors when selecting retirement plan investments.
This rule clears the path for ESG funds to be considered
a qualified default investment alternative (often
shortened to QDIA) - i.e., funds that can be considered
the default option within employee retirement accounts.
Other notable features include restoration of fiduciary
ability to consider any factor material to the risk-return
analysis, including ESG factors, and the clarification of
the 'tie-breaker’ rule, which would allow for fiduciaries
to choose between multiple investments based on
collateral benefits — i.e., non-financial — assuming the
risk-return profiles are the same.

These are particularly noteworthy because they reverse
previously proposed rules that would have effectively
limited ESG considerations. A recent survey we
conducted showed that 77% of US institutional investors
cited fiduciary risk as the most significant barrier to
incorporating ESG into their plans*. As such, we believe
these rules are needed and will enhance the US
retirement landscape.

“Source: LGIM America July 2021
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=PI_COM:C(2021)2800
https://www.climate-kic.org/innovation-spotlight/considering-the-trade-offs-between-best-environmental-practices-and-the-climate-impact-of-agriculture/
https://www.carbonbrief.org/qa-will-eu-common-agricultural-policy-reforms-help-tackle-climate-change
https://www.fairr.org/article/alliance-of-investors-policy-experts-urge-greener-reforms-of-eu-common-agricultural-policy/
https://www.lgimblog.com/categories/esg-and-long-term-themes/agriculture-risk-in-the-eu-s-sustainable-finance-taxonomy/
https://www.fsa.go.jp/en/news/2021/20210618.html
https://www.fsa.go.jp/en/news/2021/20210618.html
https://www.fsa.go.jp/en/news/2021/20211008/20211008.html
https://www.fsa.go.jp/en/news/2021/20211008/20211008.html
https://www.regulations.gov/comment/EBSA-2021-0013-0752
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Regional updates
UK - Q4 2021 voting summary

Votes against management

Proposal categor Total Total Total
P R for against abstentions
51 0 0

Anti-takeover related
Capitalisation 270 24 0
Directors related 480 35 0
Remuneration related 95 37 0 B Capitalisation - 24
Reorganisation and Mergers 23 2 0 Directors related - 35
Routine/Business 364 7 0 Remuneration-related - 37
B Reorganisation and mergers - 2
Shareholder Proposal - Compensation 0 0 0 B Routine/Business - 7
Shareholder Proposal - Corporate Governance 0 0 0 B Shareholder Proposal - Routine/Business - 1
Shareholder Proposal - Directors Related 0 0 0
Shareholder Proposal - General Economic Issues 0 0 0
Shareholder Proposal - Health/Environment 2 0 0
Shareholder Proposal - Other/Miscellaneous 0 0 0
Shareholder Proposal - Routine/Business 0 ; 0 Number of companies voted for/against management
Shareholder Proposal - Social 0 0 0
Total 1285 106 0 H No. of companies where we supported management
No. of companies where we voted against management
Total resolutions 1391
No. AGMs 83
No. EGMs a1 LGIM voted against at least one
No. of companies voted 114 resolution at 40% of UK
No. of companies where voted against management 6 companies over the quarter.
/abstained at least one resolution
% no. of companies where at least one vote against o
- - 40%
management (includes abstentions)

22 Source for all data: LGIM as at 31 December 2021. The votes on this page and in the pages that follow represent voting instructions for our main FTSE pooled index funds. I:I I:I I:I Q [>
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Europe - Q4 2021 voting summary

b | Total Total Total Votes against management
roposal category for against | abstentions
0 1 0

Anti-takeover related
Capitalisation 34 4 0
Directors related 54 13 1
B Anti-takeover related - 1
Remuneration related 32 7 0 B Capitalisation - 4
Reorganisation and Mergers 5 1 0 Directors related - 13
Routine/Business 115 5 0 Remuneratpn—related o/
B Reorganisation and mergers - 1
Shareholder Proposal - Compensation 0 0 0 B Routine/Business - 5
Shareholder Proposal - Corporate Governance 0 0 0 B Shareholder Proposal - Directors related - 2
Shareholder Proposal - Directors Related 3 2 0
Shareholder Proposal - General Economic Issues 0 0 0
Shareholder Proposal - Health/Environment 0 0 0
Shareholder Proposal - Other/Miscellaneous 0 0 0
Shareholder Proposal - Routine/Business 1 0 0 Number of companies voted for/agalnst management
Shareholder Proposal - Social 0 0 0
Total 244 31 1 W No. of companies where we supported management
M No. of companies where we voted against management

Total resolutions 285
No. AGMs 10
No. EGMs 29 LGIM voted against at least one
No. of companies voted 39 resolution at 66% of European
No. of companies where voted against management ” companies over the quarter.
/abstained at least one resolution
% no. of companies where at least one vote against o

i - 36%
management (includes abstentions)
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North America - Q4 2021 voting summary

I Total Total Total Votes against management
Proposal category for against | abstentions
6 0 0 -

Anti-takeover related Directors related - 77
Capitalisation 6 0 0 ' Remuneration-related - 23
Directors related 232 77 0 B Routine/Business - 16
: Shareholder Proposal - Corporate governance - 3
Remuneration related 22 23 0 B Shareholder Proposal - Directors related - 4
Reorganisation and Mergers 5 0 0 M Shareholder Proposal - General economic issues - 1
Routine/Business 8 16 0 Shareholder Proposal - Health/Environment - 2
Shareholder Proposal - Other/Miscellaneous - 10
Shareholder Proposal - Compensation 0 0 0 B Shareholder Proposal - Routine/Business - 3
Shareholder Proposal - Corporate Governance 1 3 0 B Shareholder Proposal - Social/Human Rights - 2
Shareholder Proposal - Directors Related 3 4 0
Shareholder Proposal - General Economic Issues 1 1 0
Shareholder Proposal - Health/Environment 0 2 0
Shareholder Proposal - Other/Miscellaneous 1 10 0
Shareholder Proposal - Routine/Business 0 3 0 Number of companies voted for/against management
SharehOIder Proposal : SOCial/Human nghts - - - n
Shareholder Proposal - Social 1 0 0
Total 306 147 0 W No. of companies where we supported management
I No. of companies where we voted against management
Total resolutions 447
No. AGMs 38
No. EGMs 6 LGIM voted against at least one
No. of companies voted 44 resolution at 86% of North
No. of companies where voted against management 38 American companies over the
/abstained at least one resolution
- : : quarter.
% no. of companies where at least one vote against 86%

management (includes abstentions)
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Japan - Q4 2021 voting summary

I Total Total Total Votes against management
Proposal category for against | abstentions
1 0 0 /

Anti-takeover related

Capitalisation 0 0

N
o

Directors related 114

Remuneration related 11

Reorganisation and Mergers 9

Y
o

Routine/Business

Shareholder Proposal - Compensation Directors related - 20

B Reorganisation and mergers - 3

Shareholder Proposal - Corporate Governance

Shareholder Proposal - Directors Related

Shareholder Proposal - General Economic Issues

Shareholder Proposal - Health/Environment

Shareholder Proposal - Other/Miscellaneous

Number of companies voted for/against management

B No. of companies where we supported management

Shareholder Proposal - Routine/Business

Shareholder Proposal - Social/Human Rights

o|jlo|lo|jlojlo|lo|lo|]o|]o|oOo|w|o

Shareholder Proposal - Social

MAlO|lO|lO|lO|lO|]O|O|O|O
oOojlojlolojlolo|]lo|lo|j]o|j]o|lo|o|o]| oo

Y
€]
N
w

Total

M No. of companies where we voted against management
Total resolutions 168

No. AGMs 1
No. EGMs 9 LGIM voted against at least one

No. of companies voted 20 resolution at 55% of Japanese
companies over the quarter.

No. of companies where voted against management
/abstained at least one resolution

% no. of companies where at least one vote against

i X 55%
management (includes abstentions)
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Asia Pacific - Q4 2021 voting summary

Proposal categor Total Total Total
P R for against abstentions
8 0 0

Votes against management

Anti-takeover related , -
Capitalisation 17 8 0
Directors related 247 76 0
] W Capitalisation -8
Remuneration related 147 82 0 Directors related - 76
Reorganisation and Mergers 15 1 0 Remuneration-related - 82
Routine/Business 70 19 0 B Reorganisation and mergers - 1
: B Routine/Business - 12
Shareholder Proposal - Compensation 0 0 0 Shareholder Proposal - Health/Environment - 6
Shareholder Proposal - Corporate Governance 0 0 0 B Shareholder Proposal - Routine/Business - 10
Shareholder Proposal - Directors Related 0 0 0
Shareholder Proposal - General Economic Issues 0 0 0
Shareholder Proposal - Health/Environment 9 6 0
Shareholder Proposal - Other/Miscellaneous 0 0 0
Shareholder Proposal - Routine/Business 0 10 0 Number of companies voted for/agalnst management
Shareholder Proposal - Social/Human Rights 0 0 0
p g
Shareholder Proposal - Social 0 0 0
Total 513 105 0 W No. of companies where we supported management
No. of companies where we voted against management
Total resolutions 708
No. AGMs 99
No. EGMs 22 LGIM voted against at least one
No. of companies voted 120 resolution at 65% of Asia Pacific
No. of companies where voted against management 78 companies over the quarter.
/abstained at least one resolution
% no. of companies where at least one vote against 652
management (includes abstentions) ?
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Emerging markets - Q4 2021 voting summary

b I Total Total Total Votes against management
roposal category for against | abstentions
0 0 0

Anti-takeover related ~
Capitalisation 769 66 0 B Capitalisation - 66
Directors related 811 202 161 Directors related - 202
: Remuneration-related - 162
Remuneration related 45 162 0 B Reorganisation and mergers - 226
Reorganisation and Mergers 575 226 0 B Routine/Business - 63
Routine/Business 480 63 0 Shareholder Proposal - Compensation - 4
Shareholder Proposal - Corporate governance - 1
Shareholder Proposal - Compensation | 4 0 B Shareholder Proposal - Directors related - 21
Shareholder Proposal - Corporate Governance 3 1 0 B Shareholder Proposal - Routine/Business - 31
Shareholder Proposal - Directors Related 158 21 0
Shareholder Proposal - General Economic Issues 0 0 0
Shareholder Proposal - Health/Environment 0 0 0
Shareholder Proposal - Other/Miscellaneous 0 0 0
Shareholder Proposal - Routine/Business 19 - 0 Number of companies voted for/against management
Shareholder Proposal - Social/Human Rights 0 0 0
’ 307 232
Shareholder Proposal - Social 0 0 0
Total 2861 776 161 B No. of companies where we supported management
No. of companies where we voted against management
Total resolutions 3798
No. AGMs 46
No. EGMs 509 LGIM voted against at least one
No. of companies voted 539 resolution at 43% Ofemerglng
No. of companies where voted against management 939 market companies over the
/abstained at least one resolution
- : : quarter.
% no. of companies where at least one vote against 5
i ° 43%
management (includes abstentions)
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Global - Q4 2021 voting summary

o . . .
Proposal catedor Total Total % of companies with at least one vote against
P gory against | abstentions (includes abstentions)

Anti-takeover related 66 1 0 67 100
Capitalisation 1096 102 0 1198 90 86%
Directors related 1938 423 168 2529 80
Remuneration related 352 311 0 663 70 65%
Reorganisation and Mergers 632 233 0 865 60 55%
Routine/Business 1067 103 1 1171 50 40% 6% 43%
Shareholder Proposal - Compensation 1 4 0 5 40 36%
Shareholder Proposal - Corporate Governance 4 4 0 8 30
Shareholder Proposal - Directors Related 164 27 0 191 20
Shareholder Proposal - General Economic Issues 1 1 0 2 10

: 0
Shareholder Proposal - Health/Environment 11 8 0 19 UK North Europe Japan Asia Emerging
Shareholder Proposal - Other/Miscellaneous 1 10 0 11 America Pacific  markets
Shareholder Proposal - Routine/Business 20 45 0 65
Shareholder Proposal - Social/Human Rights 0 2 0 2 Number of companies voted for/against management
Shareholder Proposal - Social 1 0 0 1

457 419

Total 5354 1274 169 6797
Total resolutions 6797 B No. of companies where we supported management
No. AGMs 287 No. of companies where we voted against management
No. EGMs 616
No. of companies voted 876
No. of companies where voted against management /abstained at least one resolution 419
% no. of companies where at least one vote against management (includes abstentions) 48%
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Global engagement summary

In Q4 2021, the Investment Stewardship team held
273 233
o SN
with

engagements companies

(vs. 1563 engagements with 143 companies last quarter)
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Breaking down the engagement numbers - Q4 2021

Breakdown of engagement by themes

Social

289

§5140

Environmental

Top five engagement topics”

ﬁ;? %
95 64

Climate Remuneration
change

*Note: an engagement can cover more than a single topic

117

Governance

Climate
impact pledge

Engagement type

r O
O

116

Company
meetings

29

Ethnic
diversity

ke
157

Emails /
letters
Board
composition
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Regional breakdown of engagements

92

inNorth America

4

mm in Central and
South America

62
il‘lUK 25

in Europe ex-UK

1

—in Africa

65

inJapan

15
I in Asia Pacific

ex-Japan

9

. in Oceania
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Contactus

For further information about LGIM, please visit |gim.com or contact your usual LGIM representative

27| |in| || |talks
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Important information
Past performance is no guarantee of future results. The value of an investment and any income taken from it is not
guaranteed and can go down as well as up; you may not get back the amount you originally invested.

The information contained in this document (the ‘Information’) has been prepared by LGIM Managers Europe Limited
(‘LGIM Europe’), or by its affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the property and/or confidential
information of Legal & General and may not be disclosed by you to any other person without the prior written consent of
Legal & General.

No party shall have any right of action against Legal & General in relation to the accuracy or completeness of the
Information, or any other written or oral information made available in connection with this publication. Any investment
advice that we provide to you is based solely on the limited initial information which you have provided to us. No part of
this or any other document or presentation provided by us shall be deemed to constitute ‘proper advice’ for the purposes
of the Investment Intermediaries Act 1995 (as amended). Any limited initial advice given relating to professional services
will be further discussed and negotiated in order to agree formal investment guidelines which will form part of written
contractual terms between the parties.

The Information has been produced for use by a professional investor and their advisors only. It should not be distributed
without our permission.

The risks associated with each fund or investment strategy are set out in this publication, its KIID, the relevant prospectus
or investment management agreement (as applicable) and these should be read and understood before making any
investment decisions. A copy of the relevant documentation can be obtained from your Client Relationship Manager.

Confidentiality and limitations:

Unless otherwise agreed by Legal & General in writing, the Information in this document (a) is for information purposes
only and we are not soliciting any action based on it, and (b) is not a recommendation to buy or sell securities or pursue a
particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any trading or investment
decisions taken by you should be based on your own analysis and judgment (and/or that of your professional advisors)
and not in reliance on us or the Information. To the fullest extent permitted by law, we exclude all representations,
warranties, conditions, undertakings and all other terms of any kind, implied by statute or common law, with respect to
the Information including (without limitation) any representations as to the quality, suitability, accuracy or completeness
of the Information.

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future events,
(b) may not consider or reflect all possible future events or conditions relevant to you (for example, market disruption
events); and (c) may be based on assumptions or simplifications that may not be relevant to you.

The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General accepts no
liability to you or any other recipient of the Information for any loss, damage or cost arising from, or in connection with,
any use or reliance on the Information. Without limiting the generality of the foregoing, Legal & General does not accept
any liability for any indirect, special or consequential loss howsoever caused and, on any theory, or liability, whether in
contract or tort (including negligence) or otherwise, even if Legal & General has been advised of the possibility of such
loss.

D003058

Third party data:

Where this document contains third party data (‘'Third Party Data’), we cannot guarantee the accuracy, completeness or
reliability of such Third-Party Data and accept no responsibility or liability whatsoever in respect of such Third-Party
Data.

Publication, amendments and updates:

We are under no obligation to update or amend the Information or correct any errors in the Information following the date
it was delivered to you. Legal & General reserves the right to update this document and/or the Information at any time and
without notice. Although the Information contained in this document is believed to be correct as at the time of printing or
publication, no assurance can be given to you that this document is complete or accurate in the light of information that
may become available after its publication. The Information may not take into account any relevant events, facts or
conditions that have occurred after the publication or printing of this document.

Telephone recording:

As required under applicable laws Legal & General will record all telephone and electronic communications and
conversations with you that result or may result in the undertaking of transactions in financial instruments on your behalf.
Such records will be kept for a period of five years (or up to seven years upon request from the Central Bank of Ireland (or
such successor from time to time) and will be provided to you upon request.

In the United Kingdom and outside the European Economic Area, it is issued by Legal & General Investment Management
Limited, authorised and regulated by the Financial Conduct Authority, No. 119272. Registered in England and Wales No.
02091894 with registered office at One Coleman Street, London, EC2R 5AA.

In the European Economic Area, it is issued by LGIM Managers (Europe) Limited, authorised by the Central Bank of
Ireland as a UCITS management company (pursuant to European Communities (Undertakings for Collective Investment
in Transferable Securities) Regulations, 2011 (S.I. No. 352 of 2011), as amended) and as an alternative investment fund
manager with “top up” permissions which enable the firm to carry out certain additional MiFID investment services
(pursuant to the European Union (Alternative Investment Fund Managers) Regulations 2013 (S.I. No. 257 of 2013), as
amended). Registered in Ireland with the Companies Registration Office (No. 609677). Registered Office: 70 Sir John
Rogerson’s Quay, Dublin, 2, Ireland. Regulated by the Central Bank of Ireland (No. C173733). LGIM Managers (Europe)
Limited operates a branch network in the European Economic Area, which is subject to supervision by the Central Bank of
Ireland. In Italy, the branch office of LGIM Managers (Europe) Limited is subject to limited supervision by the
Commissione Nazionale per le societa e la Borsa (“CONSOB”) and is registered with Banca d’Italia (no. 23978.0) with
registered office at Via Uberto Visconti di Modrone, 15, 20122 Milan, (Companies’ Register no. Ml - 2557936).

In Sweden, the branch office of LGIM Managers (Europe) Limited is subject to limited supervision by the Swedish
Financial Supervisory Authority (“SFSA”). In Germany, the branch office of LGIM Managers (Europe) Limited is subject to
limited supervision by the German Federal Financial Supervisory Authority (“BaFin”). In the Netherlands, the branch office
of LGIM Managers (Europe) Limited is subject to limited supervision by the Dutch Authority for the Financial Markets
("AFM*) and it is included in the register held by the AFM and registered with the trade register of the Chamber of
Commerce under number 74481231.Details about the full extent of our relevant authorisations and permissions are
available from us upon request. For further information on our products (including the product prospectuses), please
visit our website. © 2022 Legal & General Investment Management Limited. All rights reserved. No part of this publication
may be reproduced or transmitted in any form or by any means, including photocopying and recording, without the
written permission of the publishers.


https://www.lgim.com/uk/en/insights/podcast/
https://www.lgim.com/
https://twitter.com/LGIM
https://www.lgimblog.com/
https://www.youtube.com/channel/UCUmfV6VjfydEykC6QzXNPSQ
https://www.linkedin.com/company/legal-&-general-investment-management/
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