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1. CEO foreword
I am delighted to introduce the latest instalment of our annual Environmental, Social and Governance (ESG)
Report. This is the fifth year that we have produced a report covering our ESG activity over the previous calendar
year. I would like to start by thanking all those who have provided feedback on previous editions and I look
forward to hearing from you on our latest report.
You are probably sick of hearing the term “unprecedented times” from your investment managers so we will
attempt to steer away from that particular phrase in this report. There is no doubt, however, that 2020 was truly
a year like no other. As we witnessed the emergence of COVID-19 a year ago, no one could have imagined the
chaos that would follow, not just in financial markets, but across wider society. We would like to start by wishing
all of our clients well and extend our deepest sympathies to all those impacted by the pandemic.
As we publish this year’s report we do so in hope and optimism that we are beginning to emerge from the crisis, and, in time, something
that resembles normality will re-emerge. Remarkably, despite the chaos witnessed and the great uncertainly ahead, today equity and
bond markets, and indeed most alternative asset classes, are worryingly expensive. Our job, as a value-driven investment manager, has
never been more challenging. Despite the difficulties we face, we believe it is crucial that ESG issues remain at the forefront of the agenda
and in investors’ minds.
As the crisis unfolded last year, it was very encouraging to see ESG remain firmly in the spotlight and at the centre of debate. In last year’s
report we wrote about the often forgotten “S” in ESG and perhaps one of the legacies of the crisis will be a greater focus on the employee.
Our team engaged with many of our investee companies throughout the year and were looking to see companies demonstrate that
employee well-being was being protected throughout the global lockdown, even if this meant cutting or suspending dividend payments,
which many companies did.
2020 was another incredibly busy year for my team here at Pyrford. Our Portfolio Managers and Investment Analysts continued to meet
remotely with over 200 companies worldwide and carried out a number of ESG engagements which we will cover within this report. One
of the changes we have made this year is a more targeted approach to engagement on particular matters of concern with the goal of
encouraging change at the company level. We have always been strong believers in direct engagement and recognise that as investment
managers we are in a unique position to influence the businesses that we invest in on behalf of our clients by encouraging them to adopt
best business practice.
In 2020 we also embedded our own fundamental internal ESG ratings within our investment process. This analysis will sit alongside the
specialist research we receive from MSCI ESG Research and we will cover in detail how we implement this within our report. We believe
these sources complement one another and provide us with a strong foundation which will help the team to make decisions around the
sustainability of companies. We look forward to presenting our enhanced ESG research capability to clients in the year ahead.
This year we witnessed the introduction of important new regulation covering stewardship activity, notably SFDR and SRD II. The European
Union’s new Sustainable Finance Disclosure Regulation (SFDR) imposes new transparency obligations and periodic reporting requirements
on investment management firms at both a product and manager level. Pyrford has updated all of our literature and made the necessary
disclosures required before the March 2021 deadline. We also saw the second phase of the implementation of SRD II in 2020. SRD II
introduces enhanced transparency requirements for asset managers and institutional investors in relation to shareholder engagement. I
am pleased to say that we have responded by increasing our client reporting requirements in line with the new legislation.
Pyrford were delighted to receive another upgrade to our scores in 2020 as part of our latest UNPRI Assessment Report. The latest upgrade
relates to “Strategy & Governance” where Pyrford are now scored as “A”. Previously we had been scored as “B”. As signatories to the UNPRI
and the UK Stewardship Code, Pyrford takes its responsibilities as investment managers seriously. Pyrford welcomes the ambitious revision
of the 2020 UK Stewardship Code that we believe helps to strengthen the UK’s standards of governance, transparency and reporting.
This report covers our work in this important area throughout the calendar year 2020. Following our report last year that examined the “S”
in ESG and why social is often overlooked versus environmental and governance factors, this year we have included a short article on a
growing environmental crisis that is often overlooked, the water crisis.
We hope you find our report informative and look forward to meeting with our clients, hopefully in person, in the year ahead.
Tony Cousins, Chief Executive & Chief Investment Officer
Pyrford International
March 2021
The UNPRI assessment methodology is available at: www.unpri.org/signatories/about-pri-assessment.
Pyrford International's full Transparency Report is available from: www.unpri.org.
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Pyrford submits first statement of commitment
to the UK Stewardship Code
Awarded “Tier II” Status under code

2010

Timeline showing
significant ESG
milestones at Pyrford
Pyrford becomes signatory to the United Nations
backed Principles for Responsible Investment (PRI)

2014

Pyrford subscribes to independent specialist ESG
Research from MSCI

2015

First formal submission to the PRI

2016

First edition of Pyrford’s annual ESG report
released
Pyrford ESG Forum established
Pyrford joins UK Investor Forum
Upgraded to a “Tier I” firm under the UK
Stewardship Code

2017
Commences engagement with focus companies
under Climate Action 100+

2018
Pyrford commences work on internal ESG ratings
process

2019
Completed ESG ratings for 102 stocks held across all
client portfolios

2020

2. About Pyrford
Pyrford is a boutique London based provider of global asset management services for collective investment funds,
investment management companies, local and state bodies, pension schemes, endowments and foundations.
Pyrford currently manages just over £9 billion in assets under management (as of 31 December 2020).

The company has been operating from its base in London since 1987. In 2007, we became a wholly owned subsidiary of BMO Financial
Group, but maintain full autonomy and independence in investment management and client servicing.
Pyrford is a global institutional investor in high quality companies and government bonds. Many of the jurisdictions we invest in place
responsibilities on investors to promote and support good governance in the companies in which we invest, ultimately improving longterm returns to shareholders.
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3. ESG at Pyrford
We have one investment process across all portfolios at Pyrford. The process has always focused on quality,
value, and the long-term sustainability of earnings and dividends. Our belief is that sustainable earnings can
only be achieved through responsible environmental and social practices and that shareholders only fully
benefit from these at well-governed companies.
Unless client directed, we do not apply negative screens to exclude entire sectors, nor do we set minimum
weightings for sectors deemed to have positive sustainability credentials. Our approach is to consider both
positive and negative ESG factors within the totality of our investment research alongside our customary regard
for competitive advantage, balance sheet risk and valuation. We do manage accounts with restrictions in place
for a number of clients, but again these restrictions must be client directed.
We believe the best approach to ESG research is a combination of internal analysis and specialist external,
independent research.
In addition to our analysis of companies, our internal ESG Forum provides a platform to encourage and promote
best practice within our business, which is covered in the following chapter under “Governance”.
ESG issues have always and will always continue to be a standing item in our monthly Global Stock Selection
Committee meeting, as well as an agenda item in every company meeting we attend where ESG risk is identified.

Internal Research:

The first step in Pyrford’s ESG research is background reading on the
ESG factors that are relevant to each of the companies we look at.
The sources of this information include specialist ESG research from
MSCI (see below under external research), company sustainability
reports, and publications from bodies like UNPRI, Carbon Tracker
and the CFA Institute, as well as sell-side brokers. Distillation of this
material enables our investment professionals to identify the key
questions to ask management during the face-to-face interviews,
which have always been a fundamental part of our investment
process. Once these meetings have taken place, the next stage is
to complete an internal ESG rating template.
At Pyrford our Portfolio Managers assign an ESG rating to every
stock we research. This rating ranges from ‘1’ where we feel a

company faces no material ESG risks over the next 5 years to ‘5’
where a company faces moderate to high ESG risks over the same
period and we believe is not adequately addressing them.
The rating is derived by examining the 15 factors we concluded
were the most relevant to our investment philosophy and process.
The factors are split broadly evenly between Environmental, Social
and Governance concerns and are shown below. These ratings
must now be presented for any new stock proposed for inclusion
in a portfolio.
These ratings will be reviewed at least annually and though they
are assigned by individual members of the investment team
responsible for each stock, each is reviewed by the ESG Forum to
ensure consistency across the portfolio.

Pyrford Internal ESG Analysis Framework
Environmental
GHG Emissions

Does the company measure and report on its GHG footprint? Does it have credible initiatives to
reduce this?

Climate change

To what extent might climate change negatively impact the operations of the company?

Depletion of resources

Does the company rely on the use of natural resources (including water) which are becoming
scarce in its area of operations?

Toxic chemical use and disposal

Does the company use chemicals, the accidental release of which into the environment would be
damaging?

Business opportunities

Does the adaptation to climate change or other environmental issues present new business
opportunities?
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Social
Social Impact

Do the company’s products or services create negative societal impacts?

Health and safety

If aspects of the company’s operations are hazardous does it have clear policies, accountability and
disclosure of Health and Safety metrics?

Discrimination

Does the company have public policies against workplace discrimination?

Diversity

Does the company have a public commitment to increase the diversity of its workplace against
which it is reporting progress?

Political risk from involvement in
troubled markets

Does the company have material operations in parts of the world where politics is volatile?

Living wage

Has the company made a commitment to pay all employees the local living wage?

Governance
Executive compensation

Are the interests of shareholders and executives aligned?

Separation of Chairman/CEO

Are the roles of CEO and Chairman separate?

Dual or single share class

Do all shareholders have equivalent voting rights?

Board independence

Is the majority of the board independent?

Pyrford Internal ESG Ratings:

1.

The company faces no material ESG risks over the next 5 years.

2.

The company faces low to moderate ESG risks over the next 5 years but has a public and credible plan to mitigate them.

3.

The company faces low to moderate ESG risks over the next 5 years and is developing plans to mitigate them OR The
company faces moderate to high risks over the next 5 years and has a public and credible plan to mitigate them.

4.

The company faces low to moderate risks over the next 5 years but is not adequately addressing them.

5.

The company faces moderate to high ESG risks over the next 5 years and is not adequately addressing them

The following chart shows a summary of our internal ESG ratings
across all 102 companies held within Pyrford’s portfolios. Of the
companies we invest in, in our view none of them face moderate to
high ESG risks over the next 5 years that are not being adequately

addressed. We have identified 6 companies that we invest in which
we believe are not adequately addressing the low to moderate
ESG risks facing them and we will engage directly with all of these
companies about these issues in the year ahead.

Summary of Pyrford Internal Ratings
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The potential impacts on company earnings of ESG related risks or
opportunities are captured in the financial forecasts for a company
through our forecasts of Return on Equity over the 5-year investment
horizon. Where investment is proposed in a stock where we have
identified material ESG risks the Portfolio Manager concerned must
explain how these risks are captured in their forecasts.

External Research

To provide independent external research, we have also engaged
the services of a specialist ESG provider, MSCI ESG Research. MSCI
provide us with detailed research reports examining the ESG impacts
on investee companies and the wider universe. They have a team of
over 180 experienced research analysts assessing thousands of data
points across 37 ESG Key Issues, focusing on the intersection between
a company’s core business and the industry issues that can create
significant risks and opportunities for the company.

CCC

B

LAGGARD

BBB
AVERAGE

A

AA

AAA

LEADER

If a company’s MSCI rating falls, an alert is sent to the relevant
Portfolio Manager or Investment Analyst and the reasons for the
downgrade are discussed in detail by the Pyrford investment team.
If the rating falls to B or CCC an ‘out-of-cycle’ engagement takes
place with the company to identify why.
In addition to stock level reports, MSCI ESG Research also provides
us with portfolio level ESG analysis reports which help us to
identify any potential risks to the portfolio as a result of underlying
ESG issues. To show an example of the level of independent output
we receive, the following snapshot is taken from MSCI analysis of
one of Pyrford’s core strategies; the Pyrford Global Absolute Return
Strategy (equities only):

MSCI assign ratings to all companies we look at on an AAA-CCC scale
relative to the standards and performance of their industry peers.

For illustrative purposes only, not intended as a solicitation or recommendation of the strategy.
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Some of the findings from the report are as follows:
1.

Overall Pyrford’s equity portfolio scores higher than the MSCI All Country World Index (ACWI): 7.0 v 5.9 (+18.7%).

2.

The Pyrford portfolio scores just 0.3% lower than the specialist MSCI ACWI ESG leaders Index (7.0 v 7.1).

3.

When compared to the MSCI ACWI Pyrford has higher scores in all 3 categories: Environmental, Social and Governance.

4.

Over 45% of Pyrford companies are rated AA or AAA by MSCI.

5.

Pyrford currently holds no “CCC” rated companies in our Global Absolute Return Strategy, or indeed in any portfolio at Pyrford.

We believe these high scores against the wider market, are
reflective of our rigorous focus on quality, value, and the long-term
sustainability of earnings and dividends.
Pyrford would be delighted to present the full findings from the
detailed report in person to our clients, if required.
In conclusion, it is this combination of internal ESG analysis
alongside specialist external and independent ESG research that
provides us with an exceptionally high level of coverage.

Fixed Income Research:

Finally, a note on fixed income research. Within our multi-asset
absolute return strategies, Pyrford can and do invest in bonds. Our
investable universe is limited however to conventional and indexlinked sovereign bonds from governments who achieve an AA or
above credit rating. Currently this includes sovereign debt in the
US, Canada, Australia and the UK.

Governance and Accountability for ESG Activity

In our view, one of the keys to our success as a business is having
an effective governance structure which enables the business
to operate as a boutique investment manager and in line with
expectations of our clients, regulators and other stakeholders
alike. As described in Section 2, Pyrford International sit as an
independently managed investment boutique, within BMO Global
Asset Management and are directly owned by the Bank of Montreal
Group.
In 2017 we established the Pyrford ESG Forum which holds
accountability for ensuring we are fulfilling our duty as responsible
investors. The following chart shows where the ESG Forum sit
within the overall governance structure of the business:

Internal research provides forward estimates of interest rate
direction and the likely shape of the yield curve in order to
determine potential returns in the next two to five years. This
analysis allows us to manage the ‘duration’ (sensitivity to changes
in interest rates) of our fixed income exposure.
Whilst we monitor the government level ESG rating assigned by
MSCI to the countries in our fixed income universe we do not
believe there is yet a reliable way of differentiating between these
sovereign issuers within our small investable universe on ESG
grounds and therefore we are unable to provide the same level of
ESG coverage as we do in equities. We believe it would be highly
disingenuous to claim to our clients that we are choosing markets,
based on their ESG credentials. We keep under constant review
fresh ideas and new sources of data that could meaningfully
inform our investment process for this asset class.

The ESG Forum acts under delegated authority of the Global Stock
Selection Committee which is a committee that provides oversight
of Pyrford’s stock selection process undertaken by investment
professionals in their respective regions. It is the formal forum
in which material stock selection decisions are reviewed and
debated.
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ESG Forum:

The Pyrford ESG Forum meets quarterly and is chaired by Paul Simons,
a Senior Portfolio Manager at Pyrford and a member of our
Investment Strategy Committee.

•
•

Report on the recent quarter’s company engagement and proxy
voting activity.
Produce an annual report detailing our engagement activity over
the previous calendar year.

The aim of our ESG Forum is to:
•

Promote awareness and communication between different areas
of the business on ESG issues.
Ensure we are meeting our regulatory requirements as a
business.
Provide an opportunity for our Relationship Management team
to feed back our clients’ comments and any concerns they may
have on ESG matters and the companies we hold on their behalf.
Encourage and promote best practice within Pyrford when it
comes to incorporating ESG into every aspect of our role.
Promote and discuss wider ESG industry issues and assess how
they can impact our business and the companies we invest in.

•
•

•
•
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To enable diversity of thought and input into the process,
membership of the Pyrford ESG Forum is open to the entire business
and not just investment professionals. Investment professionals
are rotated annually to allow all members of the investment team
to play a role and to provide input into the process. Members of the
Forum are encouraged - and in some cases have - undertaken the
CFA Certificate in ESG Investing.
Membership is made up of representatives from across our
business as shown in the following chart:

4. Our Water Crisis
In recent years the investment community discussion around environmental concerns has often focussed on
the carbon debate whilst perhaps there has been less focus on another significant and growing problem; our
planet’s water crisis.
And yet this is not a new problem. The World Economic Forum’s Annual Global Risk Report has listed “water
crises” among the top-five global risks in terms of impact for six consecutive years. In 2015 it ranked number
one, ahead of infectious diseases and weapons of mass destruction:

Top Global Risks by Impact 2015 - 2020

Source: World Economic Forum Global Risks Perception Survey 2019

Today, global industries and their counterparties are at the
frontline of the crisis. From a business and investment perspective
the water risks faced have enormous repercussions for their top
and bottom lines, as well as clear ramifications to brand image
and reputation.
“Water stress is the biggest crisis no one is talking about. Its
consequences are in plain sight in the form of food insecurity,
conflict and migration, and financial instability.” (Dr. Andrew
Steer, President and CEO of the World Resources Institute).
This short article will discuss the crisis that faces us today and
examine what investors need to consider when assessing the
impact of water risk on their portfolio. We will also demonstrate
how investment managers can use their influence as stewards, on
behalf of their investors, to encourage companies to demonstrate
leadership in tackling this important issue.

Water

The human right to water and sanitation was recognised by the
United Nations General Assembly in 2010. It is as fundamental to
our ecosystem as it is to our economy. Whilst water covers 70% of
our planet, only 3% of the world’s water is fresh water, and twothirds of that is inaccessible for our use. Incredibly less than 1%
of the water on the planet is available for consumption by people

and business and the supply of clean, fresh water is decreasing. At
the same time, there is an increasing demand for water through
a growing global population, agriculture demands and economic
development.
According to the United Nations [UN World Water Development
Report 2019] water use has been increasing worldwide by about
1% per year since the 1980s, driven by a combination of population
growth, socio-economic development and changing consumption
patterns. Global water demand is expected to continue increasing
at a similar rate until 2050, accounting for an increase of 20 to 30%
above current usage, mainly due to rising demand in the industrial
and domestic sectors.
The growing humanitarian crisis is staggering. Over 2 billion
people worldwide live in countries experiencing high water stress.
Approximately 4 billion people experience severe water scarcity
during at least one month of the year. Stress levels will continue
to increase as demand for water grows and the effects of climate
change intensify.
The deterioration of the environment, continued population
growth and rapid urbanisation present significant challenges to
our water security.
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Water demand

Population growth is a significant driver of increasing water
demand, both directly (drinking water, sanitation etc.) and
indirectly (growing demands for water-intensive industries). At the
same time climate change and pollution are putting pressure on
global water resources, creating risks for business and society.
In 2020, the global population reached 7.8 billion. It is expected to
reach about 8.6 billion by 2030 and further increase to 9.8 billion
by 2050. Africa and Asia account for nearly all current population
growth.

United Nations Population Projections, 2020 - 2050

Souce: Population Division of the UN Department of Economic and Social
Affairs. Probabilistic Population Projections based on the World Population
Prospects 2019

According to the World Resources Institute (WRI), domestic
water use grew 600% over the past 50 years. A growing global
population and an economic shift towards increasingly resourceintensive consumption patterns means global freshwater use
(freshwater withdrawals for agriculture, industry and municipal
uses) has increased nearly six-fold since 1900 as shown in the
following chart:

Global Freshwater Use

Global urbanisation trends are a key reason for this. Today 55% of
the world’s population live in urban areas, and this is estimated to
grow to two thirds of the population by 2050 [UN]. Encouragingly,
UNICEF data indicates that urban dwellers have improved access
to safely managed drinking water, at 85%, compared to just over
50% in rural environments. At the same time, greater accessibility
often tends to correlate with overly liberal consumption. In San
Diego, California, residents use an astounding 700 litres of water
per person each day on average [Credit Suisse].
Urban water supply is therefore a particular risk. Today 1 in 4
cities are now classified as water-stressed [World Bank]. A large
proportion of these cities are located in emerging markets, where
infrastructural investment has not matched rapid population
growth, resulting in inadequate water systems. Maintenance
failures across developed nations also mean that similar issues
plague cities closer to home. In the UK, for example, 75% of
urban water networks are more than 100 years old [UN]. Reliance
on crumbling infrastructure poses vast threats to water supply.
Indeed, the US Environmental Protection Agency estimates that
the US loses around 1 trillion gallons of treated water on a daily
basis, due to leaks.
The rise of the middle class across many nations is another
contributing factor to rising household demand. This demographic
shift tends to manifest in changing consumption patterns. One
example of this is diets, which largely become more protein-based.
Compared to grains, these foods are much more water-intensive.
Beef, for instance, requires 15,415 litres of water per kilo, whereas
cereals require 1,644 litres¹.
Water requirements vary significantly depending on food type.
The following chart shows the global average water footprint/
requirement for the production of one tonne of product (in cubic
metres), calculating the sum of water requirement across the full
value chain:

Water requirements per tonne of product

Global Freshwater Withdrawals for Agriculture, Industry and domestic use since 1900

Global average water footprint of food production, includes water requirements
across full supply chain and quantity of freshwater pollution as a result of production

Souce: Global International Geosphere-Biosphere Programme (IGB), Data range:
1901-2014. www.ourworldindata.org. Data measured in Cubic Meters (m³) per year

Source: Global International Geosphere-Biosphere Programme (IGB), data
captured in 2012, www.ourworldindata.org.
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¹Mekonnen, M.M., Hoekstra, A.Y. ‘A Global Assessment of the Water Footprint of Farm Animal Products.’ Ecosystems 15, 401-415. 2012

Demand for water used to grow crops and livestock grew by more
than 100% in the last century, while industrial water demand more
than tripled, due to rising demand for electricity, fuel and waterintensive goods like textiles [WRI].
During this same period, the world’s population grew by a staggering
4 billion, contributing to the six-fold growth in municipal water use.
The WRI list 17 countries – home to a quarter of the world’s
population— that face “extremely high” levels of baseline water
stress. Unsurprisingly 12 out of the 17 most water-stressed countries
are in the Middle East and North Africa:

Ultimately, no country is immune to these challenges. We live in a
globalized world with supply chains and trade networks that stretch
across multiple geographies. Climate change only intensifies these
issues, reducing the predictability of weather events and putting
even developed nations at risk.
In 2017, the city of Rome saw its famous fountains dry amidst a
terrible drought following the driest spring in 60 years, with rainfall
80% below average.
Likewise, in 2018, Cape Town came close to experiencing a socalled “Day Zero”, where the city would have completely run out of
water. In response the city government put quotas on agricultural,
business, and domestic usage at cost of $400 million [McKinsey].
Closer to home, the Environment Agency has warned that within
25 years England will not have enough water to meet demand,
mostly as a result of climate change.

Impact and risk to industry
Source: World Resources Institute, 2019

Given this concentration of water stress, geography is a crucial and
interesting aspect of the debate. The BRICs countries (Brazil, Russia,
India, and China) account for 43.7% of current global freshwater
use, in part lending to their greater reliance on water-intensive
agriculture. On a per capita basis, though, water use is much
greater in developed countries. In North America, for example,
it is around 12x that of Africa, for average per capita freshwater
withdrawals [Credit Suisse].
Existing water scarcity metrics may, however, serve to distort the
true picture. China is home to over 20% of the world’s population,
but just 7% of freshwater supply. 77% of the country’s water
resources are located in the South, which means that 8 provinces
in the North are impacted by acute water scarcity. Given that these
provinces account for 38% of China’s agriculture, 50% of its power
generation, and 41% of its population, this is especially alarming.
Yet, China’s overall renewable resources per capita is too high to be
classified as ‘stressed’ on the Falkenmark indicator [Credit Suisse].
Another important consideration is that within these regions, it is
most frequently the poor and marginalised populations that are
disproportionately affected. Women, ethnic minorities, migrants
and refugees, and those with disabilities regularly experience
discrimination in accessing safe drinking water and sanitation.
Water scarcity creates a need to fetch, manage and safeguard water,
and due to assigned gender roles, women often bear the brunt of
these unpaid tasks [UN]. The Asian Development Bank estimates
the burden on women to be 75% globally. Consequently, women
and girls may be forced to drop out of education, exacerbating
gender inequality across all sectors of the economy.

All industries rely on water in some way. An estimated four out
of five jobs are water-dependent according to the United Nations.
Examples of sectors with heavily water-dependent jobs include
agriculture, forestry, inland fisheries and aquaculture, mining
and resource extraction, power generation, and manufacturing
and transformation industries [The United Nations world water
development report 2016: water and jobs].
Almost all businesses depend on water as a strategic resource, and
shortages can lead to a significant adverse economic impact. This
could be in the form of increased costs to procure water from new
sources or business interruption and slowdown. At a macro level,
the World Bank is forecasting that many major economies could
see a 6% loss in GDP by 2050 due to water scarcity. This has the
potential to be true in India, where 6% is approximately equivalent
to Mumbai’s economic contribution [Kubernein Initiative].
The financial impact affects all businesses, but it is particularly
severe for companies with intensive water usage, including food
manufacturers, refineries, car manufacturers, mining operations
and power plants, all of which rely on a continuous, reliable water
supply. Scarcity will lead to higher operating costs and a challenge
for businesses to stay competitive.
Even for firms who do not rely on water directly, the financial
impact can be significant. Insurance firms are one example, given
that they absorb the damages.
Companies also contend with supply chain risk. Supply chains
can be notoriously complex, with multiple tiers and a variety of
intermediaries. Many manufacturers simply do not always have
clear visibility of their supply chains, including where they are
sourcing from and what parties are involved at different steps.
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Semiconductors, for example, are now a critical component in
thousands of products. As of writing, Taiwan, which is responsible
for 70% of the global production of semiconductors, is currently
facing the worst drought in 56 years. Given that production is highly
water intensive, restrictions on water use threaten to heighten
supply chain bottlenecks. The largest producer, TSMC, requires
156,000 tons of water a day. Effective water management will be
crucial for the sustainability of this industry, as water becomes
an ever-increasingly scarce resource. In addition, businesses face
increasing risk from regulators related to the procurement of
scarce water resources and the impact on the local ecosystems
and environment. Regulations can extend to water licensing and
may include mandatory requirements for water protection and
conservation. Litigation involving water rights is also a risk that
companies need to consider. On a global scale, growing scarcity
of reliable water supplies may increase the potential for political
instability and even conflict. According to the World Economic
Forum, in 2017 water played a major role in conflict in at least 45
countries, particularly in the Middle East and North Africa.

How we look to access water risk in companies

The Financial Stability Board’s Task Force on climate related
Financial Disclosures (FSB TCFD) has also issued recommendations
for financial companies to disclose climate-related risk exposure,
including exposure to water stress. Financial institutions will be
required to disclose and mitigate climate-related risks in the
coming years – many of which are water-related.

We believe that companies that manage their overall impact on
society at large will be able to deliver better long-term returns. In
particular we aim to limit downside by avoiding surprises as poor
practices which will inevitably come to light and negatively impact
share prices.

Finally, reputational water related risks occur when companies,
including their supply chains, are associated with negative impacts
of poor water management on communities or ecosystems.
Conflict with local communities exemplifies how water related
risk can lead to reputational risk, particularly if the company is
seen as competing with the population for access to limited water
resources.
Supply side and demand side pressure means that water is
increasingly becoming a material risk for companies that are
struggling to source scarce, clean water. In our view, understanding
and managing water risk may be fundamental to a company’s
ability to operate sustainably in the future.

Whilst the carbon debate remains at the forefront of investors’
minds when considering the environmental exposure of their
portfolios, Investors should expect the debate around water risk to
intensify as the demand grows for freshwater.
Water is clearly a material risk to companies and It is important
that investment managers are assessing water related risk as part
of their wider research into company activity.
Those companies that appropriately mitigate these risks and
demonstrate good water stewardship characteristics will in the
long term create value for their shareholders.
At Pyrford a key part of our investment process is to find
companies that are managed with a view to creating shareholder
value through prudent dividend payments and long-term growth
in Earnings per Share (EPS) by careful management of the Return
on Equity (ROE) of the company.

As highlighted in section (3), at Pyrford we believe the best
approach to ESG research is a combination of internal analysis and
specialist external, independent research.
As part of our Internal analysis, our Portfolio Managers complete
an internal ESG rating template for every stock where we invest.
The template looks to highlight absolute risks more than the
relative ratings assigned within sectors that MSCI provides us as
described below.
“Water Risk” falls under “Depletion of resources” and here Pyrford’s
Portfolio Managers will detail their analysis how the company is
performing in this area.

Pyrford Internal ESG Analysis Framework
Environmental
GHG Emissions

Does the company measure and report on its GHG footprint? Does it have credible initiatives to reduce this?

Climate change

To what extent might climate change negatively impact the operations of the company?

Depletion of resources

Does the company rely on the use of natural resources (including water) which are becoming scarce in its
area of operations?

Toxic chemical use and disposal Does the company use chemicals, the accidental release of which into the environment would be damaging?
Business opportunities
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Does the adaptation to climate change or other environmental issues present new business opportunities?

The following snapshot is an extract from an internal ESG rating template for the Swiss company Givaudan. The company is a
manufacturer of flavours, fragrances and active cosmetic ingredients:

Environmental
Depletion of resources

Does the company rely on
the use of natural resources
(including water) which are
becoming scarce in its area of
operations?

Yes. Givaudan have a comprehensive Water Stewardship Program
in place to monitor and reduce their water consumption. They
reduced water consumption intensity by 15% and met the target
3 years early so are currently assessing new targets.
Givaudan is committed to sourcing raw materials responsibly
and the mechanisms for doing this are clearly laid out in their
detailed Responsible Sourcing Policy. They target 90% of their
raw material volumes of natural origin to be sourced responsibly
by 2020.

Source: Pyrford International

Where risks are highlighted, Portfolio Managers will monitor these
risks closely or if they choose, engage directly with the company
to examine the issue closer.
As long-term shareholders of companies, we have the ability,
and in our view the responsibility, to try to influence the business
practices of companies by encouraging best practice on ESG issues

Company: Texas Instruments

through a process of ongoing company engagement. In our opinion
this is a key factor in reducing risk in the portfolio.
The following engagement example looks at where Pyrford have
engaged on the issue of water stress with a company where we
are invested, Texas Instruments:

Instruments Country: USA

Issue: Environmental Impact – Water stress

Background & issue: Texas Instruments (TI) is the largest analogue semiconductor chip manufacturer in the USA by revenues and
volumes. The company operates with two major divisions - analogue and embedded chips.
Semiconductor chip manufacture is carried out in fabrication plants that use of large volumes of water, and various chemicals that
can be harmful if leaked into the environment. The company employs various water conservation and management systems. MSCI
acknowledge that water intensity remains below the industry average for many semiconductor chip manufacturers. However, the
company has many fabrication plants located in regions of water scarcity and under water stress. Relative to some of its US domiciled
peers TI’s water intensity is high and as the leading analogue chip manufacturer in the USA production volumes are high. In addition,
the fabrication plants owned by TI are located in regions prone to water scarcity – e.g. the Colorado river basins of the USA, Taiwan and
Mexico.
Furthermore, a publication by the MSCI ESG Research organisation highlighted the impact of both the chemicals used in the manufacturing
and production of semiconductor chips globally as well as the use water stressed regions.
Engagement & action: During a meeting with the company Pyrford questioned the representative as to mitigation efforts to minimise
the environmental impact and water use. TI missed some of its declared 2015 targets for water preservation efforts. However, the
company has invested significantly over the last two years in developing new fabrication plants which employ scale efficiencies
and advanced technology to reduce water use and improve chip yield. The company highlighted the two 300mm fabrication plants
that have been developed in the USA to move production from Asia and with greatly enhanced water conservation technologies.
Pyrford toured one of the new fabrication plants – the RFAB in Texas – during the investment trip. Given the facilities provide capacity
to manufacture c.90% of TI’s existing production volumes, shifting volumes to these newer fabrication plants would substantially
improve the company’s overall environmental footprint. The facilities employ the latest water recycling and conservation technology.
The production facilities are more efficient, so yields are greater, minimising chemical use for a given chip volume compared to older
fabrication plants.
The company emphasized its commitment to water conservation efforts and its awareness of the environmental risks associated with
bleached chemicals and water intensity within the regions it operates. Furthermore, TI understands the increasingly important role it
has in leading peers and contributing to better industry performance around environmental impacts. Analogue chips are supplied to a
diverse set of growing end markets; the density of silicon chips within devices continues to grow along with total production volumes
– hence the importance of environmental considerations for major companies in the space.
Pyrford will continue to engage with management and monitor progress on this issue.
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Proxy voting is an additional way we can try to influence the
business practices of our investee companies. Our approach to
voting is to vote all proxies in the best interests of our clients and
our voting policy is publicly available on our website and in the
appendix to this report.

Company: Imperial Oil

The following proxy vote engagement example looks at where
Pyrford have used their influence to vote against management on
the issue of water-related risk disclosures:

Instruments Country: Canada

Issue: Environmental Impact – Water Risk

Background & issue: Imperial Oil is Canada’s largest integrated oil company. Oil and natural-gas companies also face water challenges,
usually tied to environmental and community impact, and their related costs.
At the 2018 annual general meeting agenda item 3.2 was a shareholder proposal requesting better disclosure from management on its
exposure to and management of water-related risks. The Board recommended voting against this proposal.
Engagement & action: Pyrford voted against management’s recommendation by voting for this shareholder proposal.
Additional disclosures on water usage on a company and facility basis, management oversight, adopting and reporting on water
targets, and the effectiveness of implemented strategies would aid shareholders in their assessment of the water-related business
risks. This is in line with our social responsibility policy, item 1.1. of our proxy voting policy.
Imperial Oil is the largest integrated oil company in Canada and holds a prominent position in the development of Canada’s oil sands.
As such Imperial Oil could face exposure to physical, regulatory and reputational water-related risks across its business segments.
Imperial Oil is currently not providing enough information for shareholders to understand the water-related risks and impacts of its
operations and assess whether the company is appropriately mitigating those risks. Pyrford fully support pressing management to
produce comparable, comprehensive, meaningful and measurable data on its water risk and management.

To provide independent external research, we have also engaged
the services of a specialist ESG provider, MSCI ESG Research as
detailed in section 3. One of the reports MSCI ESG Research provide
us with is a portfolio level top-down ESG analysis report which
help us to identify any potential risks to our portfolios as a result of
underlying ESG issues, including water stress. These reports help us
to identify where we have higher areas of water-related risk within
our portfolio’s and allow us to examine these risks in more details.

Source: MSCI ESG Research
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In addition to portfolio level reports, MSCI also provide us with
detailed individual company level reports that allow us to closely
examine the ESG impacts on investee companies and the wider
universe. Within the report there is a detailed section on “water
stress” which closely focuses on the company’s approach to the
key drivers of water risk exposure. The following is a snapshot
from a company report:

This combination of internal analysis and specialist external ESG
research is used to understand and mitigate water risk in our
portfolios.

Conclusion

A global water crisis has been long in the making and is not going
away. In our view, companies that appropriately manage and
attempt to mitigate the risks associated with water scarcity and
indeed other environmental concerns, will in the long term, create
value for their shareholders.
When engaging with a company, investors should seek to
understand what the associated water risks for a company are
(including in the supply chain), how much value is potentially at
risk now and in the future and how the company is managing
those risks.
One of the main challenges faced, is that it is difficult to obtain
an accurate understanding of what companies are most exposed
through their supply chains. Additionally, many companies do not
have full traceability of their own supply chains and water risk
exposure is difficult to gauge for companies with multiple tiers
and multiple raw materials to consider.

In our view, best practice involves first determining which
commodities are most material to a company and then assessing
water risk and water stewardship response to meet the challenges
presented. Our aim as investment managers will be to focus
our engagement efforts on the companies that underperform
compared to their industry peer group, paying particular attention to
companies that do not have robust water stewardship approaches
in place.
Every company, in every industry, has associated water-related
risk. We want to see companies clearly identify that risk and
importantly disclose water risk, be it at a company level or supply
chain level. We want to see companies integrate water risk into
governance oversight and business strategy to ensure that they
are planning for the future and the challenges that water scarcity
will present.
Investment managers must strive to understand the core issues
and engage with companies to find solutions to manage the
growing risks present by our water crisis.

15

5. Proxy voting at Pyrford in 2020
Pyrford’s policy with respect to the voting of proxies is straightforward. Firstly, if the Trustees of the funds under
our management direct us to vote in a particular way, we will, of course, implement their instructions. Assets
would have to be managed on a segregated basis.
In the absence of such instructions from the trustees, it is Pyrford’s policy to consider every resolution individually
and to cast a proxy on each issue with the sole criterion for reaching these voting decisions being in the best
interests of the client. This is part of Pyrford’s broader fiduciary responsibility to its clients.
Pyrford have appointed ISS Proxy Voting Services to monitor meetings data and to produce a voting schedule
based upon individual client proxy voting guidelines, or Pyrford’s guidelines where a client does not provide
their own. While we consider ISS to be providing us ‘proxy adviser’ service, Pyrford Portfolio Managers have the
final authority to decide on how votes are cast in line with the relevant guidelines. A copy of our Proxy Voting
Policy can be found in the appendix to this report and on our website.
Pyrford do not engage in stock lending on behalf of our clients.

Proxy voting portal

Pyrford has a dedicated online proxy voting portal, where details of how we voted on every resolution across our pooled fund range can
be found. Where we have voted against management in a resolution, the reason for our decision is highlighted.
Please visit our website (www.pyrford.co.uk) to access the full portal and proxy voting policy.

2020 Voting summary in numbers

Our approach to voting is to vote all proxies in the best interest of our clients. Pyrford will only abstain on a vote, where it proves
impossible to obtain adequate or reliable details of the proposals to be voted on within the required time frame.

2020 Voting summary in numbers

1351 resolutions across all portflolios
at 101 individual company meetings
in nearly 20 different countries
We voted 100% of meetings in 2020
In over 50% of meetings Pyrford voted against management in one or more resolution
Voted in
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2020 voting summary in charts

In 2020, we voted against management in 50% of the meetings voted in (including votes withheld and abstained). The following charts
break down those votes against management by proposal type and country:

Voted against management recommendation

6%

Voted in favour of
management on all
resolutions

101

50%

Resolutions voted against management

Director related

Voted against
management on one of
more resolutions

50%

Meetings

Capitalisation

15%

Environmental / Social proposal

13%

42%

Non-salary compensation
Routine business

Did not vote
24%

Geographic split of meetings votes
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6. Proxy voting case study examples 2020
As detailed in the previous section, Pyrford voted in nearly 1400 resolutions at 101 separate company meetings
in 2020 and voted against management in 50% of meetings for one or more resolution.
In this section we will provide a few case study examples of significant votes carried out by Pyrford. We believe
that all proxy votes are important and aim to vote all ballots received on behalf of our clients. All proxy votes
are reviewed by our ESG Forum on a quarterly basis. Those deemed to be “significant” are where we believe the
outcome could have a meaningful impact on shareholder returns over our five-year investment horizon. These
could include management and board appointments and compensation, decisions affecting capital structure as
well as company responses to social, environmental or competitive pressures.
In the spirit of full transparency, Pyrford make a public disclosure of all votes cast on behalf of our investors. Full
details can be found on our website at www.pyrford.co.uk under “proxy voting”.

COMPANY: Woodside Petroleum

COUNTRY: Australia

Date: 30 April 2020

ISSUE: Approve Paris Goals and Targets
BACKGROUND: Woodside is a major oil exploration and production company based in Australia. Its operations began off the northwest coast of Australia in the 1960s and these fields remain the core of the company’s operations, although acreage in other major
Australian basins has since been acquired and is also significant. The company produces both oil and gas for pipeline distribution to
Western Australia and for conversion into liquefied natural gas (LNG) and onward shipping.
At the 2020 annual general meeting, a shareholder proposal (agenda item 4b.) requested that Woodside adopt targets to reduce the
company’s greenhouse gas emissions, disclose how the company’s capital expenditure plans are in line with those targets and how
its remuneration plan incentivises progress toward the targets. This is the first year that the company has received a shareholder
proposal related to climate emission targets.
SUMMARY: Management recommended voting against this shareholder resolution. In its response opposing the proposal, the board
states that Woodside shares the aspiration of global carbon neutrality by 2050 that is implicit in the Paris Agreement, and that it
has the aspiration to be at net zero emissions by 2050 for its own operations. The company says that it faces material business risks
and opportunities as a result of climate change and acknowledges shareholder and stakeholder interest in climate change risk as it
impacts the company and the effectiveness of the company s response to this risk.
Pyrford felt a vote in support of the resolution and against management was warranted. Whilst the company has an aspiration to
be carbon neutral by 2050, limited detail has so far been provided on this target, including whether it includes Scope 3 emissions,
and how it will be achieved. The company states that it takes into account different climate-related scenarios, including the IEA‘s
sustainable development scenario, regarding testing the resilience of the company‘s business strategy. While it states that in all
these scenarios its existing assets and growth opportunities make a positive contribution to shareholder value and its products help
mitigate energy poverty and improve air quality, comprehensive scenario analyses on how it reaches those results is not disclosed
by the company.
Whilst Woodside has made some progress in identifying climate related risks in its portfolio and setting emission reduction targets,
we are supportive of shareholder initiatives to maintain this momentum. LNG will be in demand for many years to come as a
transition fuel to reduce demand for more carbon-intensive oil and coal. Therefore, ensuring that Woodside is seen as a responsible
partner by governments, customers and the societies in which they operate must be in shareholders’ interests.
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COMPANY: British American Tobacco

COUNTRY: UK

Date: 30 April 2020

ISSUE: Executive Compensation
BACKGROUND: British American Tobacco plc is a multinational company that manufactures and sells cigarettes, tobacco and other
nicotine products.
At the 2020 annual general meeting Agenda item 2 contained a resolution to approve the Company’s remuneration report for the
year under review. As part of the proposals there would be increases in compensation for both the CEO & CFO.
SUMMARY: After reviewing the proposal Pyrford felt a vote against management was warranted on account of the following: CEO
Jack Bowles was granted a 9.5% salary increase for FY2020. In addition, from FY2020, the new CFO’s long-term incentive plan (LTIP)
award has been increased to 400% of salary, up from 350% of salary previously. The Company has steadily increased pay over recent
years, beginning in 2016 when variable pay was significantly enhanced, accompanied by multiple years of salary increases well
above inflation. These increases have not been supported by performance over this timeframe, as the Company has delivered poor
value to shareholders over the last three years.
This year, Jack Bowles has been awarded a sizeable increase to bring his salary to a rate comparable to his predecessor, and
LTIP awards have been increased for the CFO. While there are mitigating factors, lower pension contributions and, for the CFO, a
significantly lower salary relative to his predecessor, overall support is not considered warranted on the remuneration report at this
time. Under item 1.3 of Pyrford’s Proxy Voting Policy we make it clear that we will vote against any compensation measures which
can be construed as excessive.

COMPANY: SGS SA

COUNTRY: Switzerland

Date: 09 March 2020

ISSUE: Director Related – Attendance & Compensation Committee Independence
BACKGROUND: SGS is a multinational company headquartered in Geneva, Switzerland which provides inspection, verification, testing
and certification services. At the 2020 annual general meeting Pyrford voted against management in a number of resolutions,
including item 4.1a, 4.3.1 & 4.3.2. Agenda item 4.1a contained a resolution to re-elect Paul Desmarais Jr. as a Director. Items 4.3.1 &
4.3.2 related to the appoint of Ian Gallienne and Shelby du Pasquier as Member of the Compensation Committee.
SUMMARY: After reviewing item 4.1a. Pyrford felt a vote against management was warranted on account of the poor attendance
record of the Non-Executive Director. Paul Desmarais Jr. attended less than 75 percent of board meetings over the previous full year
and no explanation for this was provided by the company. Item 1.2 of our Proxy Voting Policy relates to Boards of Directors. Under our
policy, we may choose to vote against or withhold voting for those directors who have a poor attendance record at board meetings.
In this case we deemed a vote against management warranted.
After reviewing items 4.3.1 & 4.3.2 Pyrford felt votes against the non-independent nominees Ian Gallienne and Shelby du Pasquier
were warranted due to the failure to establish a majority-independent committee. The Swiss Code of Best Practice recommends that
the compensation committee comprise exclusively independent members and that the audit committee be majority independent, in
order to assure a clear separation from group management and to guarantee that the views of outside shareholders are represented.
Following the proposed elections, the compensation committee would only be 33 percent independent, which falls short of market
best practice and Pyrford therefore choose to vote against management.
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COMPANY: Vodafone

COUNTRY: UK

Date: 01 October 2020

ISSUE: Over Boarding
BACKGROUND: Vodafone is a multinational telecommunications company encompassing both fixed line and mobile telecom assets.
At the 2020 Annual General Meeting agenda item 13 proposed a resolution to approve the re-election of David Thodey to the Board
of Directors.
SUMMARY: After reviewing the proposal Pyrford felt that a vote against management was appropriate. The basis for this stance had
nothing to do with the experience and expertise of the candidate. As a former CEO of Telstra Corporation in Australia he will have built
up a good insight into the most pressing matters affecting Vodafone; profitable rollout of 5G services, opportunities for minimising
the capital expenditure burden and the managing of regulatory relationships in order to influence the level of competitive intensity
fostered in the market.
Instead, the problem lay with the level of his outside commitments. In addition to his role as a non-executive Director of Vodafone
he held three other Board positions at public companies, two of which he was Chairman (Tyro Payments Ltd and Xero Ltd). This led to
a charge that Mr. Thodey had too many responsibilities to perform his duties to the required standard. Membership of the Board of a
complex multinational telecoms group is a time-consuming affair given the need to understand technical, regulatory and competitive
nuances in several jurisdictions. In short, Mr. Thodey was accused of “over boarding”.
Having cast our votes against the re-election of Mr, Thodey prior to the Annual General Meeting, we noted with interest that on the
27th July 2020, the day before the scheduled AGM, Mr. Thodey announced his resignation from the Board. In his resignation statement
he explicitly mentioned the concerns surrounding his ability to dedicate sufficient time to the role as being a meaningful factor in his
decision. As a result, resolution 13 was withdrawn and no vote was taken on the issue.
Although our stance was obviously not the sole reason for the Director reconsidering his position, this episode does clearly
demonstrate the influence that shareholders can wield by scrutinising and voting upon AGM resolutions.

COMPANY: Altria Group, Inc.

COUNTRY: United States

Date: 14 May 2020

ISSUE: Report on Underage Tobacco Prevention Policies
BACKGROUND: Altria is one of the world’s largest producers and marketers of tobacco, cigarettes and related products. At the 2020
Annual General Meeting, agenda item 6, a shareholder’s resolution, asked shareholders to vote on whether or not the company
should report on underage tobacco prevention policies. Management asked shareholders to vote against the motion.
SUMMARY: In its statement opposing the resolution, the Board states its belief that the actions being requested by the proposal
are not in the best interests of Altria or its shareholders because they are already addressed through the company’s existing
communications and business practices. Tobacco products are among the most heavily regulated products sold in the United States,
subject to federal, state and local marketing restrictions. Altria’s marketing practices are also subject to extensive legal and regulatory
restrictions. These restrictions on the company’s marketing practices are designed to focus tobacco product marketing on adult
tobacco consumers.
Currently, the industry is challenged by the rapid rise in youth vaping. In February 2019, Altria announced an additional $100 million
of underage tobacco prevention investment to help address the youth vaping epidemic. Additionally, Altria has supported increasing
the minimum age of purchase to 21, as well as a number of programmes aimed at preventing youth smoking. The company claim
that they are committed to driving positive change and to transparent communication to stakeholders about their programmes,
progress and opportunities for reducing underage tobacco use. They do this through their corporate website and the annual Corporate
Responsibility Progress Report.
After reviewing the proposal Pyrford felt that a vote against management was appropriate and voted to support the motion.
Whilst we recognise Altria provide information on its efforts to help reduce youth tobacco use, in our view more is required to
help drive meaningful change. Therefore, a vote in support of this resolution is warranted, as additional disclosure would help
shareholders assess the effectiveness of Altria’s policies and principles aimed at discouraging the use of nicotine delivery products
in young people, as well as its management of related risks. Altria is also involved in a number of ongoing lawsuits and federal
investigations related to the health effects and former youth marketing of its companies’ e-vapor products and we therefore feel that
further disclosure would be beneficial.
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7. Pyrford company engagement
Pyrford has always taken a long-term view to investment decisions. Indeed, the average holding period of our
stocks is in excess of 8 years. At no point do we ever take a short term, speculative position in a company. We
invest in high quality companies that can clearly demonstrate robust and sustainable business models.
As long-term shareholders of companies, we have the ability, and in our view the responsibility, to try and
influence the business practices of companies by encouraging best practice on ESG issues through a process of
ongoing company engagement. In our opinion this is a key factor in reducing risk in the portfolio. Companies are
put on notice that we expect them to manage their businesses responsibly whilst pursuing profit growth. It may
even be that through our exposure to competitors, suppliers or customers or to similar companies elsewhere in
the world we can help them identify risks facing them earlier than they might otherwise have.
It is Pyrford’s belief that engagement through direct discussions with not only management of investee
companies, but also with all companies we meet, is the most effective way for us to do this. At Pyrford, we
use a range of engagement methods. However, typically our engagement is one-to-one with companies as
we believe this method yields the best results. Our Portfolio Managers must visit every company we invest
in prior to the first investment and we aim to meet with the company at least annually thereafter. Despite
the challenges presented by the COVID-19 crisis, our team have continued to meet virtually with companies,
meeting with over 200 in 2020.
In almost every meeting with companies, questions on ESG issues will be raised however we would not
necessarily classify these as an actual “ESG engagements”. For an engagement to classified as such it needs to
be a purposeful communication on particular matters of concern with the goal of encouraging change at the
company level.

Company Engagement Framework

Pyrford have put in place a clear framework where escalation with
company management is required and how it is carried out in the
event of ESG issues coming to light. Engagement with companies

we invest in has always been an integral part of our ongoing
research process. Our engagement escalation framework is as
follows:

Level

Comments

Level 1

Investor Relations contacts through email, call or meeting

Level 2

Divisional or executive management via call, meeting or in writing

Level 3

Vote against relevant resolutions if presented to shareholder meetings

Level 4

Board member – in writing or by call or meeting if available

Level 5

Collaborative engagement with other shareholders

Level 6

Sponsoring or co-sponsoring resolutions at company meetings
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2020 Engagement Activity

In 2020, Pyrford’s investment team carried out one-on-one
meetings with over 200 global companies. When preparing for
a meeting our Portfolio Managers and Investment Analysts will
assess if there are any ESG issues that they wish to raise. The
source of this information might be MSCI ESG Research reports (our
external provider) or our own ESG analysis, as covered in section 3.

We track and record the results of every company meeting. Below
we have provided a geographical split of all company meetings
held in 2020:

Company meetings, split by region in 2020
Asia Pacific
(ex-Japan),
42%

Japan, 11%

North
America, 10%

214

Meetings

United
Kingdom, 4%

Europe, 33%

Asia Pacific ex-Japan engagement split

Europe engagement split

Asia Pacific ex-Japan meetings breakdown

European meetings breakdown
Finland, 4%

Switzerland,
25%

Taiwan, 2%
France, 21%

Spain, 4%
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Australia,
31%

South Korea,
6%

Singapore,
23%

Sweden, 8%

Norway, 1%

Thailand, 6%

Germany,
21%
Netherlands,
13%

Italy, 1%

New
Zealand, 3%
Malaysia, 8%

Indonesia,
10%

Hong Kong,
11%

8. Pyrford engagement examples, 2020
As detailed in section 7, Pyrford carried out over 200 meetings with companies in 2020.
In this section we will provide case studies from just some of a range of company meetings held, across
geographies and on a variety of important ESG issues.

We have included both companies where we own shares and
companies within our investment universe that we potentially
could invest in. At Pyrford, we believe engagement on issues of ESG

should not be limited to companies where we have investments,
rather all companies we meet. We have provided engagement
examples from 2020 with the following companies:

Company

Country

ESG Issue

Holding

General Dynamics

United States

Social - Cluster bomb production/Immigration detention centres

Yes

Home Depot

United States

Social – Diversity/Forced Labour

Yes

Imperial Oil

Canada

Environment - Carbon Emissions/Water use intensity

Yes

Japan Tobacco Inc

Japan

Social - Child Labour

Yes

Koninklijke Philips

Netherlands

Environment - Carbon Emissions & wider ESG discussion

Yes

Novartis International AG

Switzerland

Governance - Bribery

Yes

Reckitt Benckiser

UK

Social – Product Integrity

Yes

Rio Tinto Ltd

Australia

Social – Community Relations

Yes

SAP SE

Germany

Governance - Bribery

Yes

Venture Ltd

Singapore

Social – Labour, exploitation of workers

No

Engagement case studies are provided for informational purposes only. Positive engagement outcomes are not guarantees of future engaged
company, firm, or product performance.
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COMPANY: General Dynamics

COUNTRY: United States

HOLDING: Yes

ISSUE: Social - Cluster bomb production/Immigration detention centres
BACKGROUND: General Dynamics is a global aerospace and defence company. Over the last few years questions have arisen from
clients about the involvement of General Dynamics (GD) in the production of cluster bomb armaments and also whether the company
was involved in managing/running US immigrant detention centres. Pyrford decided to engage directly with the company on behalf
of our clients with an objective to establish whether or not these reports were accurate.
SUMMARY of ENGAGEMENT: Pyrford has engaged directly with GD on these issues for a number of years. The latest engagement was
a call with the Head of Investor Relations on 16 September 2020. The previous meeting took place at the headquarters in Falls Church,
Virginia (USA) in 2019. At the latest meeting Pyrford explained our ongoing concerns – and indeed the concerns of our clients – with
respect to reports of the production of cluster bombs and the involvement with the running of refugee detention centres.
On the issue of Cluster Bombs, the company claim that “General Dynamics is not, to the best of our knowledge, involved in activities
prohibited by the provisions of the two principal international accords related to landmines and cluster munitions, the Convention on
Cluster Munitions (“CCM”) and the Convention On The Prohibition Of The Use, Stockpiling, Production, And Transfer Of Anti-Personnel
Mines And Of Their Destruction of September 18, 1997 (“Mine Ban Treaty”).”
The company argue that their “responsibility is to conduct business ethically, to provide our shareholders with a fair return and to
fulfil our commitments to our customers”. Their primary customer is the US Government and the company argue that “what types of
weapons to buy, where to sell them and how to use them are inherently governmental responsibilities”.
Pyrford’s view is that more disclosure needs to be provided on this issue. “not, to the best of our knowledge” is not exactly a resounding
positive statement from the company so we will continue to monitor this issue closely and push for more oversight and disclosure.
It has been cited in the US press with respect to the company’s involvement in the running of detention centres that were holding
asylum seekers/ families crossing the Mexican borders. The stories also indicated that families were separated and that children were
placed apart from their parents during the detention process.
Pyrford once again raised this issue with the company and GD denied that they had any role in the construction or operation of
detention centres. They claim that General Dynamics Information Technology has had contracts with the Department of Health and
Human Services since 2000 to provide services such as training and technical assistance to the Office of Refugee Resettlement, which
cares for unaccompanied children and facilitates family reunions.
OUTCOME of ENGAGEMENT: Pyrford has taken onboard the company’s views on these matters. Encouragingly these questions and
many more are now addressed directly on the company’s website. We will continue to speak with our clients on the issues raised and
engage with the company at every opportunity to encourage best practice.
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COMPANY: Home Depot

COUNTRY: United States

HOLDING: Yes

ISSUE: Social - Diversity/Forced Labour
BACKGROUND: The Home Depot Inc. is a home improvement retailer in the USA. The company’s stores sell various home improvement
products and building materials, lawn and garden products as well as installation and professional services to assist customers in the
do it yourself or do it for me professional customers across the country. In 2020 Pyrford engaged on two ESG issues with the company:
(1) Diversity within the workforce and (2) Reports of forced prison labour being used within the supply chain.
SUMMARY of ENGAGEMENT: Over the last few years questions have arisen about diversity amongst the workforce at Home Depot (HD).
The company has made payments of over $100 million to settle discrimination lawsuits which include a payment of $87 million in
1997. In 2019, A shareholder proposal was raised by the Congregation of Benedictine Sisters of Boerne, Texas (CBSB) asking for the
company to prepare a full diversity report for the organisation. Pyrford supported the proposal, voting against management, as we
felt that the company does not publicly report extensive information on the diversity of its workforce. More comprehensive reporting
in this area would increase understanding around diversity efforts and allow shareholders to gain better insight into the nature of the
company’s work force.
Home Depot explained that the request from the CBSB had been noted by the Senior Management Team at the company meeting,
having received around 40% of the shareholder vote. CBSB wanted HD to prepare a diversity report but the company explained that
there were no Equal Employment Opportunity (EEO) categories prescribed by governmental agencies and so comparability with the
market or other similar companies would be of limited use. The company was now preparing diversity data which would be made
available in their annual Responsibility Report. Pyrford explained that as a long-term shareholder we would like to see clear employee
diversity at all levels of the organisation and we will continue to monitor this issue.
The second issue raised by Pyrford was the issue of forced/prison labour in the supply chain. The engagement followed an issue
previously raised after a lawsuit was filed against a Home Depot supplier that made dock floats for sale in their stores and other
retailers using unpaid, forced punitive labour in the U.S. Given that it does not appear that Home Depot requires third party audits of
products made in the United States, this example illustrates the need for a full review of the company’s supply chain for exposure to
this risk. Pyrford recognises the challenges that companies face when monitoring supply chains and therefore believes further scrutiny
and reporting in this area is warranted. From a risk perspective Pyrford is concerned to read media reports surrounding the use of
forced prison labour in Home Depot’s supply chain as it can present financial risk to the company, specifically the risks of litigation and
reputational damage.
At the 2019 annual general meeting, a shareholder proposal, asked shareholders to vote on whether or not the company should
produce an annual report to shareholders on prison labour, summarizing the extent of known usage of prison labour in the company’s
supply chain. Pyrford supported the motion, voting against management.
OUTCOME of ENGAGEMENT: In our latest engagement the company explained that there are now dedicated resources allocated to
this area and that regular audits were carried out of both domestic and international suppliers to ensure that they were not using
forced/prison labour. In addition, all suppliers must sign an agreement committing to not used forced labour. Whilst the sizeable vote
against management did not pass, the company had clearly taken on board the views of shareholders and appear to be taking this
issue seriously.
We will continue to speak with the company about these issues and the need for full detailed reporting on both workplace diversity
and supply chain oversight.
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COMPANY: Imperial Oil

COUNTRY: Canada

HOLDING: Yes

ISSUE: Environment - Carbon Emissions/Water use intensity
BACKGROUND: Imperial Oil is an integrated Canadian oil company with upstream and downstream capacity of ~ 400kb/d. The majority
of Imperial’s production comes from oil sands mining projects, which have a large environmental footprint. Oil sands are water
intensive, and are high in CO² and other emissions (such as SO² and NOx). They also produce significant quantities of tailings that have
high concentrations of heavy, and other compounds that can potentially be toxic. The objective of the engagement was to discuss
Imperial’s current level of Greenhouse Gas (GHG) Emissions and other emissions and what their plans are for reducing these going
forward.
SUMMARY of ENGAGEMENT: Pyrford engages with Imperial on GHG emissions on an ongoing basis and the information below relates
to discussions during a number of meetings as well as the recent (November 2020) investor day where the company provided further
information regarding their environmental strategy.
Oil sands mining and in-situ production have a high emissions footprint when compared to conventional oil production. Depending
on the approach taken, GHG emissions are more than 20% higher than other technologies. Imperial have been reducing their GHG
intensity (GHGi) over time, although the pace of this has been relatively slow in recent years. The company reduced their GHGi by more
than 20% between 2013 and 2018. The current plan is to reduce their GHGi by 10% by 2023, compared to 2016 levels.
The company are also developing technologies that they believe could reduce GHGi by 25-90% for future oil sands projects. Solventassisted, steam-assisted gravity drainage (SA-SAGD) could reduce both water and GHGi by up to 25%. Enhanced Bitumen Recovery
Technology (EBRT) could reduce GHGi by 60%. Also, by reducing the need for steam, the Cyclic Solvent Progress (CSP) could reduce
GHGi and water intensity by up to 90% in certain areas of the company’s Cold Lake Field.
Whilst the development of these technologies is promising, we believe it would be desirable for the company to provide a longer-term
roadmap of how these technologies will contribute to lowering their GHGi over the coming years. This is an issue that we will continue
to engage with the company on at upcoming meetings.
In terms of fresh-water use, Imperial are pursuing a number of initiatives to reduce intensity. Whilst they state that they have reduced
fresh water use intensity by 50% since starting operations in 1985, intensity in recent years has been relatively flat. As such, we will
continue to engage with the company on providing more explicit targets for water usage.
Oil sands operations also use significant areas of land. Total disturbance from all mineable oil sands operations in the region cover
about 104,000 hectares of land, or 0.3% of Alberta’s boreal forest. By law, oil sands producers must reclaim all land after operations
are complete. This includes contouring land, replacing soil and replanting a native plant community to form natural, self-sustaining
habitats. Imperial’s goal is to return disturbed land to equivalent productive capacity. To the extent that the company have finished
using certain areas of land, their efforts in reclaiming land appear satisfactory.
OUTCOME of ENGAGEMENT: Given the still high levels of GHGi from Oil Sands operations, Imperial faces considerable risks and
uncertainties with regards to regulatory changes. Imperial’s efforts compare favourably to other companies operating in the region
but Pyrford will continue to engage with the company with the aim of further reducing the climate risks inherent in the company’s
business model.
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COMPANY: Japan Tobacco Inc.

COUNTRY: Japan

HOLDING: Yes

ISSUE: Social - Child Labour
BACKGROUND: Worldwide approximately 152 million are victims of child labour, and 73 million of these work in hazardous occupations.
71% of reported child labour is within agriculture, where there are substantially fewer protections for workers. This issue is especially
acute for the tobacco industry, due to the toxicity of the product. The handling of green tobacco, in particular, can lead to severe
illnesses.
Japan Tobacco ( JT) is one of the world’s largest tobacco companies and Pyrford holds the stock in a number of client portfolios. The
company has developed its own policies on child labour, in conjunction with the ILO Minimum Age Convention (C138) and Eliminating
the Worst Forms of Child Labour Convention (C182). These are integrated into the firm’s Agricultural Labour Practices (ALPs), which 81%
of JT’s total supplying entities and 74% of the leaf volumes are covered by, as of 2019. Similar policies have been implemented by the
other major international tobacco firms, and regulatory boards exist that aim to unite these efforts. The latter include the Sustainable
Tobacco Programme, managed by the agricultural division of Associated British Foods, and the Eliminating Child Labour in Tobacco
(ECLT) Foundation, which is a holder of the UN Economic and Social Council special consultative status.
Despite these seemingly positive initiatives, big tobacco firms have received widespread criticism for their policies not going far
enough. Investigative journalists and human rights activists have sought to uncover the realities of child labour within the tobacco
industry and shed light on existing failures across supply chains.
SUMMARY of ENGAGEMENT: In 2020, Pyrford once again directly engaged with the company with an objective to establish what
concrete measures JT have taken to mitigate child labour issues, the relative success of these, and what more can be done going
forward. We contacted the company to discuss this issue in greater depth, upon which the firm suggested a call with their dedicated
ESG department, where we spoke with several members of the company on 8 October 2020. We centred our discussion on the
shortcomings of their existing procedures.
JT’s Agricultural Labour Practices (ALPs) are the key means through which the firm seeks to tackle child labour, respect worker rights
and ensure workplace health and safety. It is a requirement that all of JT’s directly contracted farmers and third-party suppliers comply.
Previously the firm had aimed to implement the ALP program in all sourcing countries by 2020, but these targets have fallen short.
When we queried this, JT noted that it had been on track but recent expansion into new markets had held these plans back. The
updated target is now 2025. JT had a clear policy regarding violations, explaining how it would first seek to help farmers or suppliers
make improvements, and only terminate contracts if issues could not be rectified. The latter was a rare occurrence. An acknowledged
remaining issue was third-party leaf sourcing via auctions, for which there is a lack of disclosure on the supply chains. JT are hoping to
work with Universal, a third-party supplier, to improve regulation within the auction system.
In addition to the ALP reports submitted biannually by suppliers and farmers, JT conducts site visits. JT has a team of over 600 farm
technicians and experts, who visit each site around once or twice a year. These visits may involve employee health check-ups,
discussions with workers without their bosses, and might be unannounced. The firm were unsure about the extent to which Covid-19
had disrupted the regularity of these inspections. We encouraged JT to increase their published disclosure on these visits.
After engaging with the company about the issue and after conducting our own research, we believe it is clear that the problem is
complex and multi-dimensional, involving different levels of the supply chain. Where family farms are used in the agricultural supply
chain there is a danger that children are involved in work at younger ages than we find acceptable.
We recognise that there are wider issues involved, including inadequate education infrastructure, long distances between schools,
government failures, and low incomes across multiple industries. Simply cutting ties with farms and dealers where there have been
instances of child labour does not solve the issue, but instead may worsen it by leading to unemployment and pushing more families
into poverty. In our engagement with the company JT were reflective of such issues, and pointed to the establishment of their ARISE
(Achieving Reduction of Child Labour in Support of Education) programme. This program operates in Brazil, Malawi, Tanzania and
Zambia, and successfully placed 6,186 children into formal education in 2019. When questioned about the initiative, JT added that they
are open to expanding the programme.
OUTCOME of ENGAGEMENT: Whilst we are pleased to see that JT acknowledge the severity of this issue and can demonstrate that they are
taking steps to help eliminate child labour, we believe more needs to be done. As a shareholder, we will continue to hold the company
to account on this crucial issue. In our engagement with the company, we urged JT to take a leading industry position in raising wages
and suggested that their policies were updated to cover children handling dried tobacco, to which JT was responsive. We will continue
to converse with the firm on their progress in tackling child labour and report back to our investors on progress with this ongoing
engagement.
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COMPANY: Novartis Int. AG

COUNTRY: Switzerland

HOLDING: Yes

ISSUE: Governance - Bribery
BACKGROUND: Novartis International AG is a Swiss multinational pharmaceutical company based in Basel. Novartis and its subsidiaries
have been involved in multiple accusations of bribery and of making improper payments. During 2020 Novartis has resolved several
matters including: investigations by the Securities and Exchange Commission (SEC) and Department of Justice (DoJ) into alleged
violations of the Foreign and Corrupt Practices Act (FCPA), compliance issues relating to speaker programmes in the US and investigations
into the company’s support of charitable co-pay foundations.
Regarding the investigations into the alleged violations of FCPA, in June 2020 Novartis agreed to settle all FCPA investigations for
approximately $347m. The majority of this settlement relates to violations in Greece. The allegations relate to the bribing of physicians
and politicians to increase the sales of Novartis-branded drugs in Greece. The settlement itself admits to the improper bribing of
physicians and hospital staff between 2012 and 2015 and the improper payment of healthcare providers for an epidemiology study. As
a result, this led to the admission of the Greek subsidiary falsifying records related to the improper payments. However, the above
resolution does not cover the bribing of politicians, which is consistent with what Novartis found in its own internal investigations.
SUMMARY of ENGAGEMENT: On 5 November 2020 we met with ESG representatives at Novartis and discussed this issue. Our objective
was to try and understand the potential outstanding liabilities relating to fraud and bribery in Greece and the steps Novartis has taken
to prevent such events occurring again, in any of its subsidiaries.
From our engagement we learnt that a thorough investigation was conducted in light of the allegations in Greece and this was
taken to and monitored at the Board level. The investigation found there had been compliance failings. However, Novartis stress
that their investigation found no evidence of bribing politicians and this was also consistent with what the SEC and DoJ found in their
investigations.
The investigation remains ongoing in Greece and Novartis is co-operating fully with the Greek authorities and complying with their
requests. No provisions have been made in relation to this due to the uncertain nature of the potential penalty.
Although some outstanding liabilities remain, our discussion with Novartis highlighted the raft of internal changes that have been
implemented to prevent such events recurring. They also clearly communicated the increased seriousness with which ethics and
compliance is taken at the company.
With the start of the new CEO (Vasant Narasimhan) there has been a significant change in ‘the tone from the top’. The CEO has made
it very clear that ESG is a strategic priority for the company and that all employees have a role to play. As well as making ethics a
permanent agenda topic Novartis have taken a more complete view of enterprise risk management and third party risk management.
This should lead to clear accountability and transparency, which should improve governance and oversight across the company.
Additionally, there has been a change in incentives. The new incentive structure puts a cap on the amount of variable pay sales
representatives can achieve. Also, their annual incentives are now linked to values and behaviour. The executive committee also have
40% of their annual incentive linked to strategic objectives, which includes the aim of ‘building trust with society’. This is all brought
together with an updated principles-based ethics policy which is written in understandable language to support ethical decision
making. In conclusion, the provisions for stronger governance and ethical decision making have been driven by cultural change and
a more stringent risk management process at Novartis.
OUTCOME of ENGAGEMENT: Legacy risks remain; however, we hope that all of the measures that have been implemented recently
by Novartis will permeate through the entire company and that they will disincentivise the unethical behaviour that has plagued the
company in the past. Although we believe the company is taking the right steps to meet its own strategic priority of ‘building trust
with society’ and is working hard to resolve historical compliance issues, we will continue to monitor their progress and engage when
appropriate.
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COMPANY: Koninklijke Philips

COUNTRY: Netherlands

HOLDING: Yes (Not at time of engagement)

ISSUE: Environment - Carbon Emissions & wider ESG discussion
BACKGROUND: Koninklijke Philips is a healthcare equipment company with leading positions in diagnostic imaging, ultrasound
equipment, image-guided therapy, patient monitoring, and sleep and respiratory care. As part of our due diligence before considering
an investment in Philips we met with representatives of the company to discuss a range of ESG topics. Philips has a dedicated ESG
team within investor relations and this gave us ample opportunity to investigate the company.
SUMMARY of ENGAGEMENT: The primary objective was to reach our own conclusion on Philips’ historical performance and future
ambitions within the context of environmental, social and governance issues. While the meeting covered a range of topics, we spent
considerable time discussing environmental challenges for the medical equipment industry. We tried to understand how Philips
reconciles their environmental ambitions with the cold reality of financial targets.
The meeting began with a discussion of environmental targets for Philips over the next 5 years to 2025. The company was able
to clearly articulate long-term commitments. Philips aims to maintain carbon neutrality and use 75% renewable energy in their
operations by 2025. Total CO₂ emissions will decline in line with the 1.5˚ C global warming scenario (based in Science Based Targets).
We were pleased that Philips has not put vague conditions on these targets. Whereas many companies explicitly or implicitly rely on
government incentives or, even worse, on unproven technologies becoming economically viable, Philips believes their targets will be
achieved under current market conditions.
Philips believes that most carbon emission reductions lead to cost savings. Management have simply found themselves debating the
payback terms for most projects. However, there are occasions when the company must carefully weigh new initiatives. For example,
to reduce CO₂ emissions Philips is trying to shift more of their product distribution from air to either sea or land transport. This leads
to higher margins but comes at the cost of higher stock inventory.
Philips has what seems a robust framework to judge their ambitions and targets. The current ambitions have been audited by
EY Assurance. There are few peers who can match this level of due diligence. Future targets cannot be gamed by Philips through
transactions. For example, Philips has announced plans to divest the Domestic Appliances division. They hope this can be completed
by the third quarter of 2021. Philips will adjust the 2025 targets to deliver percentage improvements on the new base. The company
cannot just sell problems by divesting a unit which includes many factories and has historically been responsible for high CO₂ emissions.
We were pleased by the pragmatic approach Philips has taken. The company has faced a challenge in their ambition to produce zero
waste for landfill. Two sites in Europe have been unable to find an adequate destination for some waste. Rather than see the problem
as beyond their control, Philips is actively looking for other solutions. This is something we intend to monitor in the years ahead.
Philips comes from an industrial background and suffers from having too few women in management positions. Only 15% of the
executive committee and 38% of the workforce are women. The company has started programmes to improve this. We were
impressed that Philips has incorporated programmes to address unconscious bias in the recruitment process. This includes leadership
programmes for women and a requirement that 50% of new candidates taken to a second round are female. We believe the company
culture has changed for the better.
OUTCOME of ENGAGEMENT: In summary, we were impressed by how Philips approaches environmental, social and governance issues.
The company is proactively addressing many of the biggest challenges facing society and large corporations with the right balance of
ambition and pragmatism. The company has set these without damaging their financial goals. In some circumstances the financial goals
are even being reinforced by the company’s efforts in ESG. The company is now held in Pyrford’s portfolios.
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COMPANY: Reckitt Benckiser

COUNTRY: UK

HOLDING: Yes

ISSUE: Social – Product Integrity
BACKGROUND: Reckitt Benckiser is a UK listed international manufacturer of Consumer Healthcare, Infant Nutrition and Household Care
& Hygiene products. Reckitt are involved in the production of goods that require customers to have total confidence in the quality
of the product. These include products that are used for medicinal purposes and nourishment solutions for babies and infants. There
can be no question marks about the integrity of these products or reputational damage could be instant and severe. In recent times
the company has experienced production interruptions at some of their sites, including their Dutch infant formula production facility.
Initially, Pyrford engaged with Reckitt Benckiser about this issue in 2019. An update has been sought in 2020 to gauge the progress
that has been made in safeguarding the manufacturing processes.
SUMMARY of ENGAGEMENT: In October 2020, Pyrford engaged with Reckitt Benckiser on the key issue of manufacturing safety. The
discussion focussed on whether there had been any further issues with the manufacturing record of the company, and what initiatives
and actions the company had implemented in order to guard against future troublesome production episodes.
It was pleasing to hear the company report there had been no disruptions related to a shortfall in product standards in the intervening
period since our last discussion. Manufacturing had been taken offline in a Mexican dryer (which has the role of taking moisture out
of infant formula before it is packaged and transported to market) but this was a planned outage as part of a quality improvement
project.
The company continues to invest in an attempt to achieve continuous manufacturing improvement and prevent future problems. They
have outlined a £2 billion investment program, part of which encompasses the strengthening of their SQRC (Safety, Quality, Regulatory
& Compliance) capabilities. The money has been used to replace obsolete equipment and to improve control systems by increasing
the use of automation in the process. Different categories require different levels of investment due to varying regulatory demands,
with Hygiene typically requiring the least investment and Nutrition the most.
OUTCOME of ENGAGEMENT: Although vigilance will always be required in the areas that Reckitt Benckiser operates, it has been
gratifying to hear that the company has displayed a positive track record since our last engagement. Reckitt continue to provide
evidence of progress in this area and we note the lack of incremental adverse issues at this point in time. We will continue to engage
with the company on this important issue.
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COMPANY: Rio Tinto Ltd

COUNTRY: Australia

HOLDING: Yes

ISSUE: Social - Local Community Relations
BACKGROUND: Rio Tinto’s Brockman 4 Iron Ore mine in Western Australia lies on land held under native title by the Puutu Kunti
Kurrama and Pinikura (PKKP) peoples. This land, alongside other territories across Australia, was put under the stewardship of native
communities by a series of state-based laws introduced from the 1970s on. These laws are supposed to protect sites of cultural
significance but allow mining or oil and gas companies to apply for permits to operate on them through a “Section 18” application.
Approval for such activity can be blocked by either the state government’s panel of experts or by the Minister for Aboriginal Affairs,
but such a refusal can be appealed.
Rio Tinto was granted a Section 18 permission to extend the Brockman 4 mine in 2013. This was not revoked after ancient artefacts
and records of human activity were found in rock shelters in the Juukan Gorge, within the area marked for mine expansion, in 2014.
On 24 May 2020, these rock shelters were destroyed by blasting as the mine expansion progressed, causing a great degree of distress
to the local communities who felt that their appeals to protect the site had been ignored.
SUMMARY of ENGAGEMENT: : Pyrford’s objective was to establish a complete timeline for activity at the site, determine where failings
in Rio Tinto’s procedures had taken place and ensure that they cannot be repeated.
We arranged a video conference with senior members of the Investor Relations team on 17 June 2020. They explained that initial
approval to mine in the area of the caves was given in 2006, and in 2011 a “Participation Agreement” was signed with the local
communities outlining royalties, priorities for cultural awareness and training opportunities for members of the local community.
Following that, legal consent was granted under the Section 18 process in 2013. Subsequent to that however, further archaeological
and ethnographic reports were received in 2013 and 2014 and contained material new information on the significance of the site. This
new material should have triggered a review of the mining plans but this did not take place, likely as a result of poor communication
between the company’s heritage management and operational teams. Consequently, once archaeological surveys and other measures
agreed with the PKKP peoples in 2014 were completed, the site was reclassified as “cleared” which meant that awareness of the site’s
significance and the chances of protecting it were gradually lost.
The pain caused to the PKKP people by the destruction of the rock shelters was compounded by Rio Tinto failing to grasp the horror felt
in the wider community at their actions and the long delay before adequate apologies were made. This outrage fuelled a campaign
by predominantly Australia-based investors to have the Chief Executive Officer of Rio removed from his post. This was ultimately
successful and both the CEO and two other senior executives had their contracts terminated in September, with significant financial
penalties for each concerned.
On 14 December 2020 we joined a call with the Chairman of Rio Tinto and a number of other board members to hear what steps had
been taken to rebuild relations with indigenous communities across the world, but in particular in Australia, and what procedures had
been put in place to prevent a repeat. The call was organised by the UK Investor Forum, of which we are a member.
OUTCOME of ENGAGEMENT: By the end of 2020 Rio Tinto had undertaken the following:
•

A complete review of all similar sites (>1,000). Anywhere there were doubts were reclassified from “cleared” to “protected” until
Free, Prior and Informed Consent (FPIC) is shown to be in place from local communities.

•

Changes to management structure so that cultural heritage/community relations teams are integrated into local operational
teams.

•

Greater transparency of new agreements, if agreed by local communities.

•

The appointment of new directors with greater experience of cultural issues.

•

The creation of a $50m fund to enhance career opportunities for indigenous staff.

•

Continued engagement with the Government of Western Australia on updating of the Aboriginal Heritage Act.

The appointment of a new CEO, the announcement of the Chairman’s retirement in 2022 and these undertakings demonstrate, in our
view, that the company has taken concrete steps to acknowledge its failings and to prevent similar mistakes being made in the future.
Whilst we will monitor progress on these commitments in the coming years, we are satisfied that the company has now responded
adequately.

31

COMPANY: SAP SE

COUNTRY: Germany

HOLDING: Yes

ISSUE: Governance - Bribery
BACKGROUND: South African authorities are seeking to recover more than 400 million rand ($24m) from German software firm SAP
for two government contracts they allege were entered into unlawfully. Though the amount is small for a company of SAP’s size, the
investigation is a continuation of issues in the region that had dogged the company during former President Jacob Zuma’s tenure.
In March 2018, SAP admitted to paying more than $9 million to intermediary companies linked to the Guptas, a family at the centre
of a political corruption scandal in South Africa, in relation to software deals with state power utility Eskom and state logistics firm
Transnet. The accusation was that SAP paid ‘bribes’ in the form of distribution fees to a company belonging to the Gupta family. These
distribution fees, or alleged bribes, were meant to ensure SAP secured a contract from Transnet and other state-owned companies
worth the equivalent of $80 million.
More generally these issues cast a shadow over SAP’s sales practices in some of its African operations (notably South Africa, Tanzania
and Kenya).
SUMMARY of ENGAGEMENT: Pyrford decided to engage with the company in 2020 with an aim to establish whether corruption had
taken place and whether governance standards had been tightened sufficiently to prevent future transgressions (real or perceived) in
SAP’s African operations.
As a consequence of pressure by South African authorities, the US Department of Justice (in relation to contracts awarded in Kenya
and Tanzania) and by shareholders (including Pyrford), SAP has taken a series of measures to improve the governance of its African
operations.
Pyrford met with the company in February 2020 to discuss the issue. In our engagement the company detailed the steps that SAP had
taken, including:
1.

Doubling the size of the compliance team in Africa.

2.

Increasing the frequency of mandatory training.

3.

Implementing additional internal communication to increase awareness of policies.

4.

Discontinuing paying sales commissions on public sector deals in countries with Transparency International Corruption Index
ratings below 50.

In addition to these measures, we note that SAP has also overhauled its executive team in South Africa (SAP instituted disciplinary
proceedings against three senior executives, who were put on administrative leave in July 2017 and formally suspended in October
2017) and put in place a new managing director of SAP Africa (Cathy Smith). Ms Smith is in the process of reviewing contracts in the
region from as far back as 2010 and has talked publicly about ‘resetting the corporate culture in Africa’ from the executive level down.
OUTCOME of ENGAGEMENT: Thus far we have been satisfied with SAP’s public commitment to improve its governance and corporate
culture in this region and the company’s actions reflect this. We note that the US Department of Justice, as well as SAP, are investigating
other contracts and that the case is still open. Pyrford will maintain dialogue with SAP over the course of the next year to ensure there
is no slip-up in focus.
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COMPANY: Venture Ltd

COUNTRY: Singapore

HOLDING: No

ISSUE: Social – Labour, exploitation of workers
BACKGROUND: The COVID-19 pandemic in 2020 put companies around the world under enormous pressure. In Malaysia, Venture was
partially impacted by the movement control order (MCO), which meant non-essential manufacturing had to stop. Their operations in
China and Singapore were impacted too. As Venture make medical equipment, such as ventilators, some of their plants were allowed
to stay open. These control orders made managing labour very challenging given the use of migrant labour in some of their plants.
SUMMARY of ENGAGEMENT: Venture Ltd is not a company currently held in Pyrford portfolios but as part of our research into potential
investments our Investment Team may choose to engage on a particular ESG issue, especially if they feel that issue creates risk for
the future value in the company. In 2020 Pyrford met with the company to understand how they managed the labour challenges to
remain operational and to ensure labour was not exploited.
Venture put in place several taskforces to manage the challenges posed by COVID-19. The Singapore government classified
manufacturing as “essential”, so Venture could continue its operations as long as social distancing measures were put in place. In
Malaysia, the government allowed essential manufacturing to continue but non-essential manufacturing had to stop. These restarted
again by late April 2020.
Most of the workforce in Singapore are local workers. The remainder commute from Johor in Malaysia. For these workers, Venture
offered accommodation for those who chose to remain in Singapore to work during the circuit breaker and Movement Control Order.
This was approximately 100 workers. Venture does not use migrant labour in Singapore.
Their Malaysian operations do use some migrant workers. It is not a large proportion of the workforce as there are quotas in place. As
per government guidelines you can only employ a certain number of migrant workers to local Malays.
Overall, for those employees who were unable to return to work, they either worked from home, if they were able to, or utilised their
leave.
Venture’s China operations do use contract workers compared to other country operations. During the period of lockdown when some
of their workers were locked down in their villages over the holiday period, they took advantage of China’s large pool of skilled contract
workers to overcome labour shortages.
Exploitation of labour does not happen at Venture. There are regulations in place that limit the hours employees can work in
manufacturing. Some processes also have strict operating procedures to meet health & safety requirements, especially the use of
chemicals. They have regular audits and meet all requirements on working conditions. They follow the Responsible Business Alliance
code of conduct which are global standards.
All employees are free to join unions, with which they have good relationships.
OUTCOME of ENGAGEMENT: Pyrford is satisfied that Venture has sufficient controls in place to prevent the exploitation of workers and
maintain a safe environment for workers to operate. There is no further action required.
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9. Stewardship Activity
Managing Conflicts of Interest
Pyrford has established a conflict of interest framework outlining how to manage conflicts of interest fairly, both
between ourselves and our clients and between clients. Our approach to dealing with conflicts of interests is to
avoid them in the first place. If this is not possible we manage them by putting in place systems and controls
which take the form of policies, processes and controls, and organisational arrangements.

Pyrford’s Risk and Compliance Committee performs a half-yearly
review to identify actual and potential conflicts of interest. As part
of the review, the Committee has the mandate to challenge controls
in place, or direct new controls, to demonstrate effectiveness of
our organisational arrangements.

In the context of the stewardship activities, as outlined within this
report, we have identified the following three conflicts of interest
that may potentially arise:

Please refer to our webpage (www.pyrford.co.uk) for our Conflicts
of Interest Policy.

Potential Conflict of Interest

Pyrford Policy

Use of sensitive non-public information:
From time to time, Portfolio Managers
as part of their investment research
activities may receive material non-public
information which, if it is misused, may be
in breach of market abuse rules.

When engaging with a company we will never accept There were no instances
a request to be made an insider. Our market abuse of this conflict of interest
prevention policy outlines the information barriers we occurring over 2020.
create to restrict the flow of sensitive information within
the company.

Proxy voting: Conflicts of interest may be
present between clients where Pyrford
casts a vote under a specific client
instruction. Conflicts of interest may be
present between Pyrford and clients
where a portfolio manager casts a vote
for a company held in a personal account
or where the vote has an impact on a
connected person.

Monitoring and testing activities identify proxy votes There were no instances
cast as an exception to our proxy voting policy. These of this conflict of interest
are reviewed to identify whether any conflicts of interest occurring over 2020.
arose as a result of voting differently for clients. Monitoring
and testing also identifies proxy votes cast by Portfolio
Managers on companies they hold in their personal
account. Where this occurs, a view is taken on whether it
is necessary to review the PM from the voting decision,
and whether the vote has been cast in accordance with
our voting policy.

Personal relationships:
A Pyrford
employee or a connected person may hold
directorships, or other oversight positions
in a public company. This may lead to a
conflict of interest where the employee
is able to access information which is not
available in the public domain; should
Pyrford look to make an investment in
securities issued by the company.

Employees may not serve as a director, officer, employee, There were no instances
trustee or general partner of any other entity without prior of this conflict of interest
approval. A list of employees with external directorships occurring over 2020.
and the nature of the company is known in order that any
potential conflicts of interest can be identified. Employees
are also required to submit half yearly attestation of
compliance with conflicts of interest.
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10. Pyrford’s environmental policy
At Pyrford, we are committed to limiting the impact of our business operations on the environment and
demonstrating leadership by integrating environmental considerations into our wider business practices.

To finish, we would like to share with you how we consider
sustainability at Pyrford within our everyday working practice.
Broadly speaking our approach is across four main areas of our
operations: premises, travel, recycling and consumables.
Premises: In February 2014, Pyrford moved into a recently
completed purpose built office building at 95 Wigmore Street,
London, W1U 1FD. The building was designed to achieve high
degrees of sustainability through the maximisation of natural light,
adoption of energy saving lighting controlled by motion sensors,
energy-efficient elevator programming and part-solar heating of
water supplies.
The building has been assessed by the “Building Research
Establishment Environmental Assessment Method” (BREEM) and
awarded “Excellent” certification for sustainability.
Travel: 95 Wigmore Street was selected by Pyrford due to its easy
accessibility via public transport and the provision of cycle storage,
along with shower and change facilities. No parking is provided to
employees, all of whom arrive on foot, cycle or by public transport.

Though travel, to clients and research opportunities, remains
an important aspect of many Pyrford employees’ work, video
conference facilities have been installed in several meeting rooms
to avoid the need for it when possible. Following the great success
of implementing video conferencing throughout 2020, this will
be utilised more frequently going forward, cutting non-essential
travel where possible. All travel that is undertaken is monitored to
optimise itineraries.
Recycling: Within the office, all cans, PET bottles, glass and print
toner cartridges are collected for recycling. All organic waste
is sent for composting and spent coffee ‘pods’ returned to the
manufacturer for reclamation.
Our paper is responsibly sourced and we engage with our suppliers,
ensuring high environmental standards are met. All paper is
recycled where possible and we encourage staff to use “soft copy”
documentation over printing.
Consumables: Purchases of consumables with high recycled
content are favoured when possible.
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11. Contacts
We hope readers find our Annual ESG Report useful and we would welcome comments and feedback for future
editions. Furthermore, we would be delighted to meet with clients and indeed peers to engage on any of the
issues raised.

Paul Simons

Pyrford ESG Forum Chair
Head of Portfolio Management - Asia Pacific
Member of Investment Strategy Committee
+44 (0) 20 7399 2224
paul.simons@pyrford.co.uk

Felim Glynn

Pyrford ESG Forum
Client Relationship Manager
+44 (0) 20 7399 2243
felim.glynn@pyrford.co.uk

Pyrford International

95 Wigmore St, London, W1U 1FD
information@pyrford.co.uk
www.pyrford.co.uk
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Appendix
Proxy Voting Policies

1.0 Specific Policies

•

Vote against cumulative voting unless cumulative voting will
provide an independent voice on an otherwise unresponsive
board of directors.

It is not an exhaustive list and the test of how Pyrford should vote
will remain on a case by case basis judged by overall shareholder
interests.

•

Vote in favour of shareholders being permitted to vote for
individual directors rather than as a slate.

•

Vote in favour of shareholders being permitted to express
their approval of the contribution made by each director.

•

Vote in favour of shareholders being permitted to require each
director to provide greater accountability of their effectiveness
on the part of the Board.

•

Vote in favour of proposals that boards be comprised of a
majority of independent or unrelated directors. Companies
should disclose on an annual basis whether individual
directors are unrelated directors.

The following guidelines are a summary of Pyrford’s philosophy on
major Proxy Voting issues.

1.1 Social Responsibility
•

Proposals protecting the environment must be individually
examined. Vote in support of disclosure type proposals. Vote
for reports on the extent to which the company conforms
with the CERES Principles (please see section 2, page 5 for full
details of the principles);

•

Proposals regarding nuclear energy must be individually
examined. Vote in support of disclosure type proposals;

•

Proposals disclosing human rights issues should be supported
after being individually examined;

•

Vote for resolutions that request the company to develop
criteria for military contracts and report on its activities to
shareholders;

Vote in favour of proposals suggesting that a board’s
nominating, compensation and audit committees be
comprised mostly or entirely of unrelated directors.

•

Vote in favour of confidential voting procedures.

•

Vote in favour of the annual election of all directors.

•

Vote against increases in the size of the board above
acceptable thresholds and when the proposed change might
be used as an anti-takeover device.

•

Vote against staggered Boards.

•

Vote for director liability and against indemnification.

•

Vote against or withhold voting for those directors who have
a poor attendance record (less than two thirds) at board
meetings.

•

Where applicable, vote for proposals that are consistent with
the following positions:

•

•

Vote against resolutions regarding conversion or diversification
into civilian fields, interfere with management prerogatives or
demand that the company abandon its military business;

•

Vote for resolutions requesting reasonable disclosure of hiring,
evaluation and promotion policies and practices;

•

Withhold votes from, or vote against, a suggested slate
of directors that has been unresponsive to social or
environmental issues and where corporate performance has
been unsatisfactory;

•

Vote in favour of proposals for increased regulation in the
area of testing and approval of genetically engineered foods.
Vote in favour of proposals for stronger long-term testing
procedures and protocol in genetically engineered foods.

1.2 Board of Directors
•

Support having the positions of Chair and CEO filled by
separate individuals.

•
Diversity
Boards should have members with differing backgrounds and
expertise.
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•
Commitment
Individual board members should be expected to attend all board
meetings and prepare in advance of the meetings. A director’s
continued service should be reviewed if he/she does not attend at
least two thirds of board meetings.
•
Number of Directorships
Individual directors should not serve on an excessive number of
boards.
•
Effectiveness
Boards should have processes in place to rate the effectiveness of
both the board as whole and individual directors, and be prepared
and willing to make changes as necessary.
•
Terms
Boards should consider establishing a maximum length of service
for Directors.
•
Approach to Corporate Governance
Boards must be willing to engage in dialogue concerning corporate
governance practices, establish acceptable corporate governance
standards, disclose those standards and regularly evaluate the
effectiveness of those standards.
•
Approach to Shareholders
Boards must ensure there is a corporate willingness to
communicate directly with shareholders and disclose information
that demonstrates accountability to shareholders. There should be
full disclosure of director compensation and meeting attendance.
•
Proxy Voting
Boards should include opposing views on proxy circulars and
should publicly communicate proxy voting results.

1.3 Executive Compensation
•

Vote against any compensation measures which can be
construed as excessive or likely to diminish the value of the
corporation;

•

Vote in favour of stock option plans, provided that such plans
are not excessively generous having given due regard to:

- Stock option plans are intended to tie compensation to
performance;
- Options must be priced at a level that conforms to the pay-forperformance principle;
- Any plan that authorises shares representing 10% or more of the
existing outstanding shares should not be supported;

- The price should not be lowered on options already granted in the
event of a reduction of share price or market under-performance;
- The number of options granted in a given year should be restricted
to less than 1% of the shares outstanding (or 20% of the options
available under the plan);
- Awards to employees/employee directors and to non-employee
directors should be allowed provided that awards to non-employee
directors are non-discretionary, clearly defined, contain fixed issue
and exercise rules and do not represent excessive dilution;
- Restricted stock should not be 100% vested when granted. The
usual time period is 5 to 10 years. Options should have a minimum
holding period of at least 3 years before they can be exercised;
- The following forms of stock options should be supported: nonqualified stock options granted at fair market price, incentive
options, restricted stock with adequate restrictions, performance
shares, stock appreciation rights and phantom shares (Note 1);
- Support stock option plans with change in control provisions
which do not allow for option holders to receive more for their
outstanding options than shareholders would receive for their
shares;
- Oppose change in control arrangements developed in the midst
of a takeover fight specifically to entrench management;
- Oppose plans that give the Board of Directors broad discretion in
setting the terms of the grant (price, form, replacement etc.);
- Support plans that allow employees to acquire stock options with
a company loan that is reasonable in relation to annual salary and
at market rates (Note 1);
- Oppose plans that do not require periodic shareholder approval;
- Oppose Omnibus plans. Shareholders must be able to vote on
each component of such a plan;
- Companies should clearly disclose the cost of option plans.
- Vote against ‘golden parachutes’ that may provide excessive
compensation to management and/or materially reduce the value
of the company to an acquirer;
Note 1 – Individual client guidelines differ on these issues and
reference to guidelines should be made for each client.

1.4 Takeover Protection
•

- Any plan that authorises shares representing 5%-10% of the
existing outstanding shares should be given close scrutiny;
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Support plans (“poison pills”) to provide the target company
with sufficient time to maximise value in a takeover situation;

- Support plans that provide for equal treatment of the shareholders
of a corporation with a change of control;
- Do not support provisions (“poison pills”) that are designed to
prevent a takeover from occurring;

•

1.5 Shareholder Rights
•

Keep informed about corporate governance issues and
manage proxy votes to protect stock ownership rights from
protection;

•

Do not allow a preoccupation with the short-term to interfere
with management’s ability to concentrate on long-term
returns, productivity and competitiveness;

•

Vote against proxy systems which do not permit shareholders
to vote on issues individually and without links to other
proposals;

•

Vote against issuance of a new stock with rights beyond those
in shares outstanding unless offered on a pro-rata basis to
existing shareholders before being sold to outsiders;

•

Vote against the granting to, extension of or restoration of
any multiple-voting privileges held by any officer or director
of the company;

•

Vote for the replacement of dual class shares with one-share,
one-vote shareholder democracy, provided that the cost of
such charge is modest and in the non-controlling shareholders
best interests;

•

Vote against any super-majority voting requirement that
exceeds two-thirds of the outstanding shares;

•

Vote against greenmail or equivalent transactions. If no vote
is offered on a general transaction, withhold vote from or vote
against the slate of directors at the first opportunity;

•

Vote against linked proposals where contrary to shareholder
interests;

•

Vote against share issues or equivalents for which voting
privileges have not been defined, such as blank cheque
preferreds;

•

Vote for increase in authorised common stock, not to exceed
100% of existing authorised shares;

•

Vote in favour of price provisions as long as they are not linked
to other governance issues;

•

Shareholder proposals should be viewed on a case-by-case
basis.

- Do not support plans (“poison pills”) which entrench management
to the detriment of shareholder interest;
•

Support Boards of Directors that:

- Submit major corporate changes to a committee of - independent
directors for review and approval;
- Submit major corporate changes to a vote of shareholders not
controlled by management (without impediment);
- Give shareholders ample time for review and enough information
(usually audited financial statements) to make informed
judgements;
- Do not allow management to short track a takeover bid by using
the company’s retained earnings or borrowing power to buy up
large blocks of stock or by seeking out a friendly third party to
buy large blocks of stock without extending the offer to other
shareholders;
- Propose a shareholder rights plan with a renewable lifetime of
not more than three years at which time the plan must be resubmitted to shareholders for approval;
- Approve only break fees that are computed by reference to the
direct costs of the acquirer’s bid and do not discourage competitive
bids (See previous, Note 1);
- Allow for exemptions for lock-up agreements so that a bid may
proceed and not be prevented by a lock-up agreement.
•

Vote against shareholders rights plans unless it is determined
that a specific plan is in the best interests of the shareholders.

•

Vote against ‘Crown Jewel’ defence proposals unless there is
evidence that shareholder interests are protected.

•

Vote for “going private” transactions only if shareholder
interests are protected.

•

For leveraged buy-outs and/or lock-up arrangements which
do not meet the above criteria, withhold votes from or vote
against the slate of directors at the first opportunity, if it is
evident shareholder interests are not protected.

•

Vote against re-incorporation proposals that are used as part
of an anti-takeover defence or to limit directors’ liability.

Vote in favour of re-incorporation proposals that are justified
on financial, commercial or economic grounds.
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Disclaimer
This document is issued by Pyrford International Ltd (Pyrford), which is authorised and regulated by the UK
Financial Conduct Authority (FCA). Pyrford International Ltd is a wholly-owned subsidiary of BMO Financial
Group, a company listed on the Toronto Stock Exchange (ticker BMO).

RISK DISCLOSURE
This document is a marketing publication and a financial promotion and has not been prepared in accordance with legal requirements
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination
of investment research.
The investments and investment strategies discussed are not suitable for, or applicable to, every individual.
All investments involve risk, including the possible loss of principal and a positive return is not guaranteed over any period. Past
performance is not a guarantee of future results. Performance data shown in the document may not be in the local currency of the
country where an investor is based. Actual returns may increase or decrease as a result of currency fluctuations. Dividends are not
guaranteed and are subject to change or elimination.
The material contained in this document is for general information only and is not intended to serve as a complete analysis of every
material fact regarding any company, industry or security. The opinions expressed here reflect our judgment at this date and are subject
to change. Information has been obtained from sources we consider to be reliable, but we cannot guarantee the accuracy. The material
may contain forward-looking statements and investors are cautioned not to place undue reliance on such statements, as actual results
could differ materially due to various risks and uncertainties.
This material does not constitute investment advice and is not intended as an endorsement of any specific investment. It does not have
regard to the specific investment objectives, financial situation and the particular needs of any specific person who may receive this
report. Investors should seek advice regarding the appropriateness of investing in any securities or investment strategies discussed or
recommended in this report and should understand that statements regarding future prospects may not realise. Market conditions and
trends will fluctuate. The value of an investment as well as income associated with investments may rise or fall. Accordingly, investors
may receive back less than originally invested. Foreign investing involves special risks due to factors such as increased volatility, currency
fluctuation and political uncertainties.
REGULATORY DISCLOSURE
This document issued for marketing and information purposes; in Canada to accredited investors by Pyrford International Ltd, in the
United Kingdom to professional clients by Pyrford International Ltd, which is authorised and regulated by the Financial Conduct Authority;
in the EU to professional clients by BMO Asset Management Netherlands B.V., which is regulated by the Dutch Authority for the Financial
Markets (AFM) ); in Switzerland to non-qualified investors by BMO Global Asset Management (Swiss) GmbH, which is authorised and
regulated by the Swiss Financial Market Supervisory Authority (FINMA); in Hong Kong to professional clients by BMO Global Asset
Management (Asia) Ltd, which is authorised and regulated by the Securities and Futures Commission; in Australia to wholesale investors
by BMO Global Asset Management (Asia) Ltd, which is authorised and regulated by the Securities and Futures Commission in Hong
Kong, and is exempt from the requirement to hold a financial services license under the Corporations Act in respect of financial services
it provides to wholesale investors in Australia; in the USA to institutional investors by BMO Asset Management Corp. a SEC registered
investment adviser.
Pyrford International Ltd is authorised and regulated by the Financial Conduct Authority, entered on the Financial Services Register under
number 122137. In the USA Pyrford is registered as an investment adviser with the Securities and Exchange Commission. In Australia
Pyrford is exempt from the requirement to hold a financial services license under the Corporations Act in respect of financial services
it provides to wholesale investors in Australia. In Canada Pyrford is registered as a Portfolio Manager in Alberta, British Columbia,
Manitoba, Ontario and Quebec. Pyrford is a wholly-owned subsidiary of BMO Financial Group, a company listed on the Toronto Stock
Exchange (ticker BMO).
BMO Global Asset Management is part of the BMO Financial Group, a service mark of Bank of Montreal (BMO). Certain products and
services offered under the brand name of BMO Global Asset Management are designed specifically for various categories of investors
in a number of different countries and regions. These products and services are only offered to such investors in those countries and
regions in accordance with applicable laws and regulations.
Investment products and services are: NOT FDIC INSURED — NOT BANK GUARANTEED — NOT A DEPOSIT — MAY LOSE VALUE.
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