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QUARTER TO 31 MARCH 2022
Welcome to our Responsible Investment
Activity Report for the three months to
31st March 2022 with news of our responsible
investment research, engagement and
governance activities across our managed
Funds and strategies. Our RI Activity Reports
follow our overarching Responsible and
Sustainable Investment pillars:

RESEARCH

SCREENING

ENGAGEMENT

GOVERNANCE

RESPONSIBLE INVESTING

RESEARCH
Responsible Investment Annual Report 2021
Our 2021 Responsible Investment
Activity Report has now been published,
presenting a round-up of statistics and
key events linked to the four pillars of
our Responsible Investment process.
It also provides information on our own
corporate responsibility, our community
fund and Benefact Group policies. The
Report is available at edentreeim.com
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Annual Review 2021

RI Expert Briefings
We published an Emerging Issues Expert
Brief in January on Insect Protein. Although
a novel issue, the potential of insects as
a solution to low carbon intensive animal
feed is beginning to be recognised. Insects
provide high-protein content and are rich
in fibre and micronutrients such as iron.
Our research outlines where they might
have advantage – in animal feed, pet food
and in human consumption, and what the potential issues are for
responsible investors. This is more than just ‘weird science’ and
has real potential at scale: Tesco for example is trialling insect
protein in animal feed. Edible insect farming would raise issues
around animal welfare, intensive farming and the potential for
zoonotic disease transfer, but also have the advantage of being
low cost, low carbon and low in water use.
EDENTREE RI EXPERT BRIEFING | JANUARY 2022

INSECTS – FEED, FOOD OR FAD?

It is currently estimated that food production will have to increase by
70% to be able to feed the world in 2050, with meat outputs expected
to double.1 The rising demand, coupled with the environmental impact
of animal farming has led to protein shortages, and the search for
alternative supplies of sustainable protein. Recently insects have been
considered as a potential solution to the problem by utilising them
as a source of food, animal feed and pet food. This Emerging Issues
Expert Brief looks into the benefits of edible insects as well as some
of the challenges faced.

WHAT ARE EDIBLE INSECTS?

Edible insects are a wide range of insect species, which are
most commonly used in animal feed, pet food or for human
consumption. The species of insects that can be consumed by
humans versus animals are different, as are the harvesting and
processing methods.

The nutritional value of insects varies depending on the species
and life cycle stage, however, generally insects provide high

protein content in the range of 60% of their body weight,
which is comparable with fish and beef. Most insect species
(similar to fish) are high in essential fatty acids, which cannot
be synthesised by the human body and must be obtained from
diet. Insects are also rich in fibre and valuable micronutrients
such as iron, magnesium and folic acid.2

WHERE ARE THEY USED?

Human consumption

Insect consumption by humans dates back to Roman times
and is still traditional practice in many countries nowadays.3
It is estimated that there are roughly 2,000 edible insect species
consumed globally supplementing the diets of around two billion
people.4 Insect consumption is less common in developed
markets, and in these countries insects tend to be processed into
products such as flour, protein bars, snacks, burgers and bread,
in order to appeal to consumers.5
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Every year, the EdenTree RI team chooses new engagement
themes to focus on for the year ahead. In the past three decades
of engaging with companies in our portfolios, it has proved a
powerful way of improving investee companies’ performance
on a range of environmental, social and governance topics. We
published a blog setting out priorities for 2022, and which is
available on our website.

Social Media
We invite you to get involved with the
team by following us on social media.
As well as accessing our publications,
you can also follow Fund Manager,
Ketan Patel on Twitter @KEthical where his 2,342 followers
regularly read his Tweets on market, economic and sustainability
issues. You can also ‘link-in’ with Head of RI, Neville White, where
his 1,675 connections follow posts on topical ethical issues,
research trends, and corporate governance news.
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ENGAGEMENT
Engagement lies at the heart of what we do; we exercise an
integrated stewardship approach that includes engagement
on a range of environmental, social and governance issues.
A flavour of activity carried out this quarter is set out below.

Thematic Engagement – River Quality
Last year, the Environment Agency reported that only 14% of
England’s rivers enjoyed ‘good health’ that approached their
natural ecological condition. Following a number of decades of
poor environmental performance by UK water utility companies,
we carried out a thematic engagement with eight English &
Welsh water utility companies on the topic of river quality and
pollution management. Calls were held with Thames Water,
Yorkshire Water, United Utilities, Dwr Cymru (Welsh Water),
Severn Trent, Pennon (South West Water), Anglian Water, and
Southern Water. We expect to publish an Insight on our findings
in due course, and will scope potential public policy initiatives in
the run up to the next Ofwat regulatory review.

Thematic Engagement – Climate Change
As part of our thematic engagement with
the top 10 emitters in our Funds we met
with Elementis and Kemira during this
quarter to encourage them to set Science
Based Targets (SBTs). Elementis has
intensity targets in place currently with
scope 1 and 2 emissions disclosed. Kemira discloses scopes 1, 2
and 3 emissions; however it only has absolute emission reduction
targets for scopes 1 and 2. With both, we discussed challenges
in decarbonising the chemicals sector, the difficulties in collecting
scope 3 data, and the challenges in setting SBTs without sectoral
guidance from the SBTi. We were pleased that both companies
are looking to set an SBT – although not until 2024.
We also engaged with companies in the chemicals sector as part
of a collaborative engagement focused on the chemicals sector
decarbonisation, attending calls with BASF, DSM and Yara. In
these we sought aligning intermediate targets with a 1.5c pathway,
a commitment to procure 100% renewable energy and plans for
emissions-neutral feedstock.
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We also met with Synthomer as we were
concerned that the company’s planned
acquisition of the Eastman Chemical
Company Adhesive Resins Business would
add significantly to their carbon footprint.
They explained that whilst it would in the short term, adhesives
play a key role in transitioning to a circular economy and they
will work to bring the business in line with Synthomer’s existing
emission reduction pathway over time. We continue to be excited
at the transition potential that is being pursued at Synthomer.

Thematic Engagement – Healthy Diets
We attended a collaborative engagement
call with Nestlé on the topic of healthy
products. The company said that sales
derived from healthy products has
increased significantly in recent years, and
that this continues to be a key focus area
for them. They discussed the challenges surrounding customer
pushback of reformulated products, and that reformulations need
to be done carefully to retain consumer loyalty. The company also
discussed their strong focus on increasing the number of plantbased products.
The same investor coalition facilitated a call
with Co-Operative Group. The call was
informative; the company said that this was
the only call they had had with investors on
the topic of healthy diets, as they are not
publicly listed. The company discussed the
upcoming Food Strategy white paper which is due to be published
soon, and their plans to present data in more transparent way in
their reports.

Thematic Engagement – Access to Medicine
We joined a call with Novartis coordinated
by the Access to Medicine Foundation to
discuss their progress on the opportunities
identified in the Access to Medicine
Index. The company ranks 2nd in the 2021 index out of 20
companies. Some of the topics the company discussed were
the difficulties of antibiotics innovation, supply-chain resilience
following the COVID-19 pandemic, voluntary licensing, and the
need to collaborate with governments to improve access to
medicine. We also had an ESG catch-up
with GlaxoSmithKline. We discussed the
direction of travel for the company following
the de-merger of their consumer products
business, as well as their GHG emission
reduction targets, waste production &
recycling, H&S data and drug quality control. Overall the call was
promising, and we commend the company for their #1 rank in the
Access to Medicine Index.
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Thematic Engagement – Wet Wipes
Following Tesco announcing they will cease to sell nonbiodegradable wet wipes by the end of 2022, and knowing this
is an issue of critical importance to the water industry, we wrote
to our six holdings that retail wet wipes. These were J Sainsbury,
John Lewis Partnership, Wm Morrison, B&M European, Marks
& Spencer and Co-operative Group. All companies stated that
own-brand wipes are biodegradable, ‘Fit to Flush’, or are on
the pathway to have these plastic-free by the end of 2022. The
majority failed to mention whether this is also the case for third
party brands. B&M European openly confirmed that whilst their
own brand wipes are biodegradable, plastic free products, these
represent a minority of sales as they usually sell products from
large household brands. Marks & Spencer said that by end of
2022 there would be no more plastic wet wipes in their stores
as they only sell own brand products. John Lewis Partnership
replied that they are continuing to work with suppliers to ensure
as many branded products across the product ranges are both
plastic free and biodegradable.
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We had a call with Compagnie de Saint
Gobain to be updated specifically on their
response to the Grenfell Tower enquiry,
and St Gobain subsidiary, Celotex’s role in
it. This was a very open and candid call.
The company maintained that the cladding
products they sell (and sold) are safe if installed according to the
design requirements, which did not include their use at height or
in combination with flammable aluminium. We are monitoring the
situation closely.
We had a catch up call with Banco
Santander focused in the main on the
Bank’s approach to climate risk. Whilst
having set a 2050 Net Zero target, the
Bank has declined to set interim milestones
or report how it intends to meet that target,
preferring to set a 2030 coal divestment target that lacks ambition.
There is little prospect of them setting a Science Based Target
in the near future, and although not the most heavily fossil fuel
committed among banks, it nevertheless remains a disappointing
outlier.
We had a call with Bank of Ireland
covering their ESG strategy and legacy
financial misconduct issues. The Bank has
largely worked through its legacy issues.
The bank is behind many of its peers in
terms of climate risk and sustainability
reporting, but we are encouraged that there is a renewed focus on
this within the bank.

Company Engagement Round-Up
During the quarter, Swedish telecoms
company Ericsson, announced that the
company had uncovered corruption-related
misconduct in Iraq. The CEO announced
that the company made payments to terror
organisations, including potentially ISIS
between 2011 and 2019. The payments purchased transportation
routes through areas controlled by terrorist organisations to
circumvent legitimate customs routes. We were extremely
concerned about these allegations and the potential for terror
related financing to have occurred, and in turn, the failure of
Ericsson’s internal controls. We sought an urgent call with the
company to discuss the issue. The call did not reassure that the
company is on top of material risk in conflict areas, or that it had a
compliance and internal control regime that was fit for purpose. As
a result, Ericsson was divested from all portfolios
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We had an ESG catch-up call with
National Grid Group. The topics
discussed included Fair Tax, H&S,
fatalities, GHG emissions, renewable
energy sources, and the company’s gas
infrastructure. The direction of travel for
the company appears to be promising with more investments into
renewable energy and hydrogen.
We sought a call with ConvaTec to
discuss company exposure to Belarus and
Russia. ConvaTec has a factory in Belarus
which produces critical care products
which are sold into Russia and Eastern
Europe. The company emphasised that
they are reviewing their stance regularly due to the challenging
situation, but at present are continuing to sell into Russia as they
feel their products are essential to hospitals, and are not subject
to sanctions. From a human rights perspective they have had no
issues with employees or suppliers, but have high levels of due
diligence in place.
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We had a call with the Chief Executive
and Senior Management of Lassila &
Tikanoja a Finnish circular economy play
focused on environmental services and
facilities management. L&T, which operates
exclusively in Finland and Sweden is a
dominant player in the B2B waste resource sector. Our screening
of the company, whilst very positive, raised some issues around
contracted labour and GHG absolute reduction targets. This was
a very constructive call which sowed a seed with management
that they should do more to integrate contractor H&S data into
their mainstream reporting given it represents 70% of active
procurement.
We attended an in-person Corporate
Governance Day hosted by Dunelm
to discuss their corporate governance
strategy with the Board of Directors.
The company provided an update and
discussed board diversity, remuneration
policy, CFO recruitment, and their sustainability strategy which
includes increased emphasis on circularity, and on people. When
questioned regarding the company’s approach to Living Wage
accreditation, they stated that despite not being a living wage
employer they will be providing staff with above inflation salary
increases.
We were interviewed as part of materiality
assessments for Talanx, Nordic Paper
and Sanofi. All are in the process of
reviewing or updating their sustainability
strategies, and our discussions
centred on key topics of importance
for each company, and best practice
recommendations such as the setting of
SBTs.
We signed an investor letter facilitated by
the Plastics Solutions Investor Alliance
calling for a comprehensive Global Treaty
on plastic waste. The letter sought a
coordinated international response to
the problem of plastic waste that covers
the entire life cycle of plastics and promotes a circular economy
approach, and called for Treaty agreement that removes
unnecessary plastics from the supply chain. Since signing the
letter, nearly 200 countries have agreed to start negotiations on an
international agreement to take action on the “plastic crisis”.
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Earlier this year we joined the World
Benchmarking Alliance (WBA) as ‘Allies’.
The WBA represents organisations working
at global, regional, and local levels to
shape the private sector’s contribution
to achieving the SDGs. It provides a
collaborative platform to highlight best practice and laggards, and
increase the scope and ambition of efforts. It is the organisation
behind Corporate Human Rights Benchmark and the Just
Transition Benchmark, and as part of the alliance we will help
shape benchmarks and participate in their collaborative impact
coalitions.
We also joined the Global Impact
Investing Network (GIIN) as members.
The GIIN is the leading non-profit dedicated
to increasing the scale and effectiveness
of impact investing. Impact investments
are investments made with the intention
to generate positive, measurable social and environmental impact
alongside a financial return. Impact investments can be made
in both emerging and developed markets, and target a range of
returns from below market to market rate, depending on investors’
strategic goals. Our membership signifies a commitment to
deepening our engagement in the impact investing industry.
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Shareholder Resolutions

We vote at all meetings in all territories unless these are
share-blocked. Our Governance work also includes public
policy and remuneration consultations, as well as engaging
with companies on governance issues.

Proxy Voting
The March quarter saw us vote on 223 resolutions at 21 UK
meetings, opposing or abstaining in 9% of cases. Executive pay
accounted for 50% of all action taken, with our opposing seven
pay reports and policies, and one long-term incentive plan.
We are often consulted by companies on proposed executive
pay packages, and during the quarter we provided responses
to N Brown and Checkit. Whilst supporting the former, we
expressed some reservations on the quantum attached to the
proposed option scheme for the Chief Executive of Checkit. We
continued to have discussions with Kier Group where we have had
long-standing reservations over the structure of its executive pay
schemes.

We support shareholder resolutions where
they are reasonable and proportionate and
in keeping with our general stance on ESG
(environmental, social and governance)
positives. Where they appear to mandate
an unreasonable financial charge or
represent narrow lobby interests we may exercise discretion
to oppose or abstain. Although a quiet quarter, we supported
investor led proposals at Deere & Co, Apple Inc. and Disney,
asking for improved disclosure in areas including racial equity,
forced labour in the supply chain and lobbying practices
Our Global Corporate Governance Voting Reports are online at
edentreeim.com
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We are delighted to have been accredited
under the 2020 UK Stewardship Code by
“STEWARDSHIP”
the Financial Reporting Council. We first
became a signatory to the Code on its
launch in 2012 and have been accredited
Tier I. The 2020 Stewardship Code has
expanded the previous seven principles in the 2012 Code to 12
and our written Code is published at edentreeim.com
2021

We continue to oppose excessive
remuneration packages such as at WH
Smith where the removal of EPS as a
hurdle saw over 300% salary be awarded
on a single performance metric, and 430%
in total. Elsewhere we opposed executive
pay policy at Liontrust Asset Management and Sage Group,
and the Remuneration Report at Future and SSP. At media
company Future we continue to be alarmed at the potential for
excess arising from the Value Creation Plan, which we viewed as
having little merit.
Our strategic partner Glass Lewis & Co.
votes all proxies in markets other than
the UK, voting against poor corporate
governance board structures or where
unlimited powers are ascribed to the
Board to the detriment of shareholders. In
the March quarter Glass Lewis voted at 21 meetings comprising
380 resolutions in 11 markets. They opposed or abstained 8%
of resolutions, with Compensation and Board Balance issues
comprising 40% of action taken. We find few US pay packages
that we can easily support, and during the quarter we opposed
compensation packages at Air Products & Chemicals, Deere &
Co. Apple Inc. and Disney.
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THE RESPONSIBLE INVESTMENT TEAM
We have a specialist in-house Responsible Investment (RI)
team who carry out thematic and stock-specific research to
identify ethically responsible investment ideas for our range of
screened Funds. Headed up by Neville White, Head of RI Policy
& Research, and supported by Responsible Investment Analysts
Carlota Esguevillas and Rita Wyshelesky, the team is also
responsible for creating an on-going dialogue with companies,
allowing us to engage on a wide variety of ethical and socially
responsible investment concerns. For investors, it’s an added
layer of assurance that our client’s money is being invested in
companies that are operating in a responsible and sustainable
way. Our ethical and responsible investment process is overseen
by an independent Advisory Panel that meets three times a year,
and comprises industry and business experts, appointed for their
specialist knowledge.

We hope you find this RI Activity Report useful and
informative. For any further information please
contact us on:

Neville White
Head of
Responsible
Investment
Policy and
Research

Rita Wyshelesky
Responsible
Investment Analyst

Carlota
Esguevillas
Responsible
Investment Analyst

0800 011 3821
or at information@edentreeim.com
or visit edentreeim.com

This information is for investment professionals only and should not be relied upon by private investors.
The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations, you may not
get back the amount originally invested. Past performance should not be seen as a guide to future performance. If you are unsure which
investment is most suited for you, the advice of a qualified financial adviser should be sought. EdenTree Investment Management Limited
(EdenTree) Reg. No. 2519319. Registered in England at Benefact House, 2000, Pioneer Avenue, Gloucester Business Park, Brockworth,
Gloucester, GL3 4AW , United Kingdom. EdenTree is authorised and regulated by the Financial Conduct Authority and is a member of the
Investment Association. Firm Reference Number 527473.
6

Responsible Investment Activity Report

Q1 2022

