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| am delighted to present the ACCESS Pool’s first
ever Stewardship Report. ACCESS is committed
to expanding its ESG and Responsible Investment
oversight for the Pool’s stakeholder investments,
and our decision to report annually on this
commitment according to the Principles of the
UK Stewardship Code 2020 represents, to us, an
important development in our approach.

The ACCESS Pool has always prided itself on
working collaboratively and collectively to
deliver cost efficiency and strong investment
performance. Since the Pool was founded

in 2016, investing responsibly has also
become increasingly important to the eleven
Administering Authorities that constitute
ACCESS. Prior to, and during the months’ long
consideration and drafting of this report, the
ACCESS Joint Committee has seen ever higher
levels of interest expressed in stewardship
from Pool members and other stakeholders.

Clearly, our beneficiaries continue to face a
wide variety of investment challenges that find
their root cause in the environmental, social and
governance performance of the companies and
instruments in which they have an interest. In
short, we know that our members are focusing
on stewardship as an ever greater priority and,
naturally, so must we.

In this report, we share the approach to

stewardship we have developed at ACCESS,
discuss the progress we have made as a Pool
in this regard, and the actions we have taken
as a result of reviewing our own stewardship
performance viewed through the lens of the
Code’s twelve Principles.

This has been a valuable learning experience.
The Pool’s own Guiding Principles, which you will
read about in this report, have been instrumental
to the development of ACCESS’ approach

to Stewardship and Responsible Investment,
and to the more recent initiatives we describe
here. We have worked collaboratively with

our members. Our decision making has been
objective and evidence based. We have, and
will, use professional resources as appropriate:
demonstrating risk awareness, whilst also
avoiding unnecessary complexity. And we have
welcomed innovation and evolved our approach
to meet changing needs and objectives.

You will read of the appointment of an ESG

& Rl Advisor, an independent review ACCESS
commissioned in the reporting period of the
Pool’s Voting Guidelines; of the process to
sharpen the Pool’s focus on ESG priorities;
discussions that have taken place around the
option of engaging a Voting and Engagement
Provider to supplement the engagement work
conducted by the Pool’s investment managers,
and to recruit an Rl Analyst within the ACCESS
Support Unit.

This progress and commitment o resource
ESG and Responsible Investment at ACCESS
will only ever give impetus to the Pool’'s ESG
and Responsible Investment ambitions. We

also know that seeking to be the best stewards
of capital we can be, given our resources and
structure, will never be complete. In our action
plan to deepen our commitment to responsible
investing even further, which we looking forward
to reporting on in our next submission, you will
appreciate our resolve to continuously improve
how we meet the stewardship expectations of our
members in regard to the responsible allocation,
management and oversight of capital: with

a view to creating long-term value for them,
which also leads to sustainable benefits for the
economy, the environment and society.

ACCESS has taken care in the drafting of this
report to make sure it is fair, balanced and
understandable. The Joint Committee is happy
this is the case. And while our additional intent
has been to ensure this report is useful and
engaging to our members, we also hope for the
same outcome for the FRC.

This report has been reviewed and approved
by the ACCESS ESGI/RI Sub-Group, by the
Pool’s Officer Working Group, by its Section 151
Officer Group and, finally, by the ACCESS Joint
Committee.

Chair of the ACCESS
Joint Committee




Principle 1

Signatories’ purpose, investment beliefs, strategy, and culture enable
stewardship that creates long-term value for clients and beneficiaries leading
fo sustainable benefits for the economy, the environment and society.

Origins of the ACCESS Pool

The government-led reform of investment management in the Local
Government Pension Scheme (LGPS) for England and Wales began in 2015
with the publication of criteria and guidance on pooling of LGPS assets.

In response, eleven like-minded LGPS Funds came together in 2016 to create a
pool of funds under the name of ACCESS: A Collaboration of Central, Eastern
and Southern Shires.

The founding members of ACCESS were the Councils of: Cambridgeshire, East
Sussex, Essex, Kent, Hampshire, Hertfordshire, Norfolk, Suffolk County, West
Sussex, and Isle of Wight and West Northamptonshire unitary Authorities.

60% of the funds’ assets were invested in equities.

75% of their assets were actively managed, with 70% of assets
invested across 12 fund managers.

Each fund had some exposure to passive investment.

The funds’ actuarial funding levels were above the national mean
average for all LGPS funds in England and Wales.

Emblematic of their commonality of approach, the average
investment return for the Pool’s originating Authorities exceeded
the Wood Mackenzie Local Authority Average over the medium
term (five years).

And, critically, from an organisational perspective, all of the

funds’ assets were managed externally. The Pool therefore
began life with a pre-existing skill set oriented towards
outsourcing, which is now fundamental to the Pool’s approach to
stewardship.




Principle 1
Origins of the ACCESS Pool

ACCESS has taken care to ensure that each member Pension Committee has retained its decision-making
and monitoring power for asset allocation and investment strategy on behalf of their Authorities. Each
Authority has also retained the right to decide whether or not to pool assets to execute its investment
strategy based on relevant factors, including its own approach to value for money issues. Nonetheless,

as a result of ACCESS engaging the Pool’s stakeholders at all levels, its member Authorities agreed and
implemented successful strategies for the pooling of both active and passive strategies.

Having jointly procured passive management arrangements in 2017, and subsequently established an
Authorised Contractual Scheme currently operated by Link Fund Solutions (the Operator), which was
acquired by Waystone in October 2023, 70% of assets were Pooled as at 31 March 2024, with 20% of the
pooled assets in the UK.

Plans are in place for further pooling of assets. The remaining allocation is subject to Strategic Asset
Allocation reviews and ongoing dialogue between the Authorities and ACCESS, with the expectation that
these assets are either pooled or earmarked for other needs of the Authorities.

Our Culture, Values and Guiding Principles

Through working closely and collaboratively
in creating ACCESS, the Pool’s member
Authorities have developed a culture that

is open, supportive, forward looking and

accountable, which is capable of capturing the
best examples of current good practice from
each Administering Authority.




Governance and decision making at ACCESS is directed by the Guiding Principles listed below.

ACCESS Guiding Principles
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Collaboration

The participating authorities will
work collaboratively, and the Pool is
also committed to collaboration with
other pools and organisations where
there is potential maximise benefits.
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Risk Awareness

The risk management processes will
be appropriate to the Pool’s scale,
recognising it as one of the largest
pools of pension assets in the UK.
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Value for money

ACCESS will be run economically,
applying value for money
considerations.
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Equity
Participating authorities will have an
equal voice in governance.
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Professionalism

ACCESS will use professional
resources as appropriate.
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Innovation
The Pool will welcome innovation.

"
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Objectivity

Decision making will be objective and
evidence based.
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Simplicity
ACCESS will avoid unnecessary
complexity.

°
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Cost sharing

The Pool’s costs will be shared
equitably.



Principle 1

Collaboration is placed at the head of the
list of the Pool’s Guiding Principles because

it is fundamental to how ACCESS works, and
instrumental in enabling the Pool to meet the
needs of its constituent local Authorities.

Regular dialogue and engagement across

the Pool were established at inception. The
involvement of each Administering Authority

in setting strategy for the Pool, which itself is
facilitated by the governance arrangements
expanded upon under our later reporting in this
document, has become a key feature of ACCESS’
culture. It has a track record of building consensus
between the Authorities. And, in our opinion, it is
responsible for our ability to live up to a definition
of stewardship that places acting in the best
interests of its members at its heart - with each
Authority having an equitable voice that counts in
setting the overall direction of ACCESS.

Our Purpose
and Strategy

When it set out to create the Pool, ACCESS did so
with a strong and shared belief: That the primary
purpose of effective stewardship would be to
serve the best interests of the Pool’s members
and their beneficiaries.

As at 31 March assets under management (AUM)
within the Pool’s Administering Authorities
amounted to £65bn. Approximately £45bn of
this was pooled within ACCESS, making ACCESS
one of the largest of the eight LGPS pools that

were created in response to the reforms. As such, ACCESS exists to represent the interests of LGPS
Authorities that invest the pensions of over 1.2 million LGPS members (most of whom are not highly
paid), across almost 3,500 employers.

The Pool’s mission is to facilitate a mulit-asset pooling arrangement that delivers
across four dimensions:

Enable participating Authorities to execute their fiduciary
responsibilities.

Provide a range of asset types necessary to enable those participating
Authorities to execute their locally decided investment strategies as far
as possible.

To develop and maintain a resilient and sustainable pooling model
enabling Funds to achieve the benefits of pooling and apply the
appropriate level of local decision-making and control.

To maintain an efficient governance framework that underpins good
and effective decision-making.

We also recognise the role of LGPS Administering Authorities as best value Authorities, which

are subject to rules derived from the Local Government Act 1999. These rules require Authorities
designated under the Act to seek continuous improvement in the way they exercise their functions,
having regard to a combination of factors including economy, efficiency and effectiveness.



In keeping with our shared understanding of what stewardship means to us,
early consensus therefore formed naturally within ACCESS around three,
collective, points of emphasis:

* On cost efficiency and value for money

* On investment performance

* On ensuring and preserving the local sovereignty of the Administering
Authorities.

This report later outlines how the ACCESS Support Unit (ASU) provides day-
to-day support for running the Pool, and how this has become a principal
conduit via which member interests are conveyed to the Joint Committee
that constitutes the Pool’s formal decision-making body. Staffing the ASU

in a way that included experience from the Pool’s member Authorities was
recognised as beneficial at inception.

Using that experience to achieve a detailed understanding of the needs
and requirements of each Administering Authority was key to the decision,
made in 2018, to reflect the Pool’'s member Authorities’ developing interest
in responsible investing (RI) by adding two more points of emphasis to those
listed above:
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Principle 1 n

* To protect and enhance investment performance in such a way as to
generate sustainable benefits for the economy, the environment and
society, ACCESS should enable the expression of the Rl beliefs of the Pool’s
member Authorities, and

* That ACCESS should facilitate this through voting, via company
engagement, and by collaborating with other investors.

The Pool’s member Authorities support the aims and objectives of the

UK Stewardship Code 2020 which set high standards for those investing
money on behalf of UK savers and pension scheme members. Many of the
Authorities are signatories or working towards being signatories in their own
right.

ACCESS believes in making long-term sustainable investments, whilst
integrating Environmental, Social and Governance (ESG) risk considerations
into the investment process and promoting good governance and
stewardship for itself, and for the Pool’s investments.

In our view, good stewardship practices can have a material impact on
investment returns by avoiding value destruction, through the identification
of significant investment risks, and via the qualification of investment
opportunities.
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Environmental, Social
and Governance
Issues

Whilst the Pool’s participating Authorities have
an overriding fiduciary and public law duty to

act in the best long-term interests of their LGPS
stakeholders to achieve the best possible financial
returns, with an appropriate level of risk, they
also recognise the importance of committing

to responsible investment alongside financial
factors in the investment decision making
process.

Recognising that each of the Pool’'s Administering
Authorities is operating at a different pace in
respect of responsible investing, ACCESS also
recognises its responsibility to represent the RI
beliefs of the Pool’s Administering Authorities

at an aggregate level, and acknowledges the
obligation placed upon it to ensure that ESG
issues are taken into account when overseeing the
management of investment portfolios by third
parties.

We therefore recognise the fundamental
importance to stewardship of achieving high
standards of governance around the selection,

monitoring and impact of the investment
managers the Pool retains.

ACCESS believes the pursuit of standards of best
practice in the selection, performance and RI
behaviours of investment managers aligns the
interests of Pool members with those of fellow
shareholders and with society as a whole.

]
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Based on commonalities across the individual Rl approaches of each Authority, initial RI
Guidelines were agreed by the Joint Committee in early 2018. A set of ACCESS Voting
Guidelines were finalised at the same time. To ensure that the Pool’s approach continued to
reflect the position of the Administering Authorities, and in turn the wider developing best
practice in this fast-moving area, we therefore appointed (in January
2021) to conduct a further review of the pool’s Rl Guidelines:

To consider how these should be best implemented in a pooling environment;

To provide advice on reporting requirements that would deliver transparency to
stakeholders;

To monitor adherence to the Guidelines; and

To inform discussion on ESG/RI matters.

The Pool’s initial Rl Guidelines started as a simple statement of commonality back in 2016,
and have since been developed, with the help of Minerva Analytics, intfo a comprehensive
set of . Now, as part of the Pool’s Rl Phase Il, the Rl guidelines are being
revisited in 2024.
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https://www.manifest.co.uk/
https://www.accesspool.org/access-programme/ri-guidelines/full-access-ri-guidelines/

Stewardship Arrangements
and Practices at ACCESS

Since we believe investment performance is key to cost effectiveness, and that it can easily deliver
greater value for money than a narrow focus on cost containment, we resolved on formation to adopt
an outsourcing model that would grant the Pool access to the best-in-class asset managers for each
assets class and therefore to focus on using the best available investment managers to deliver superior
investment performance. Given the Pool’s heritage, we also determined at the outset to procure and
operate the collective investment scheme for our members by utilising a Financial Conduct Authority
(FCA) regulated Collective Investment Vehicles (CIV), called an Authorised Contractual Scheme (ACS),
and through the employment of an Alternative Investment Fund Manager (AIFM).

This structure is referred to as the Operator.

It consists of the ACS itself, the FCA authorised and regulated entity (the AIFM) and the FCA authorised
and regulated depository and custodian.

The Operator is a separate external legal entity, and is the legal owner of relevant underlying assets,
creating a large single Pool. Instead of having direct ownership of the underlying assets, participating
Authorities therefore hold units in the ACS sub-funds as beneficial owners.

From a stewardship perspective, it was important to put strong governance principles in place in
regard to the selection of the Pool’s investment managers, and the oversight of their behaviours
after the fact. It was therefore critical that we should establish rigorous due diligence processes and
oversight mechanisms in regard to the selection of the firm that would be chosen as the Operator of
the Pool’s Authorised Contractual Scheme.

ACCESS appointed Waystone Management (UK) Limited, which was then known as Link Fund Solutions
in 2018. Detailed information regarding the governance structures ACCESS has put in place to oversee
Waystone’s performance, including details of the Operator agreement that specifies Waystone’s
responsibilities, can be found on page 15.



https://www.waystone.com/our-funds/waystone-management-uk-limited/

n Principle 1
Rl Beliefs

Following consultation with the Authorities, ACCESS’ key Rl beliefs were agreed in 2018, and are set
out below:

* Rl considerations are important across all time horizons, but especially in the medium and long-
term. This is true not just in terms of protecting and enhancing long-term investment return, but also
increasingly in terms of the interests expressed by our stakeholders.

* Rl considerations are important irrespective of asset class.

* Responsible management of Rl Issues by ACCESS and the Authorities is a reputationally important
issue.

* Consideration of ESG factors should be incorporated into the portfolio construction process of all
investments made by the Pool’s active investment managers.

* ESG factors are relevant in the context of benchmarking, risk analysis and investment opportunity
identification.

¢ Climate risk - and the issues which contribute to it - is of significant concern to all stakeholders, and
as aresult it is a prominent area of focus.

We expect these beliefs to be expressed through the Pool’s investment managers in the voting and
engagement they conduct on the Pool’s behalf. We advocate the use of engagement over divestment
as the means to promote our Rl beliefs. However, selling an asset remains an option when it comes to
unaddressed ESG concerns in the investments made by the Pool’s investment managers.

We also recognise the value in engaging collaboratively with investors that share our priorities to
leverage greater influence through joint initiatives and organisations. Work on this is ongoing and has
been initiated by our decision last year to become members of the Local Authority Pension Fund Forum
(LAPFF), on which we expand later.

The exercise of Authorities’ collective ownership rights through voting is an important part of
implementing our Rl beliefs and we expect ACCESS’ investment managers to vote in accordance with
the Pool’s Voting Guidelines, or to provide explanations when they do not do so.

Work on continually refining ACCESS’ Rl and Voting Guidelines to meet the evolving stewardship
requirements of the Pool’s member Authorities is ongoing and is discussed later in this report.



https://lapfforum.org/

Principle 2

Signatories’ governance, resources and incentives support stewardship.

ACCESS Governance Structures and Resources

Upon inception, each of the Pool’s Administering Authorities agreed the governance structure put in
place at ACCESS should work to preserve their local sovereignty.

PUBLIC

Scheme memebrs
|
Trade unions
|
Participating employers

ACS Operator

GOVERNMENT

MHCLG, Treasury, Cabinet Office

11 Administering
Authorities

Funds
(scheme managers)

fi| ACCESS

ACCESS REGULATORS

Primarily FCA, also TPR

Monitoring officers
|

Pensions directors / leads

|
s101 committees
|
Local pension boards

Investment services
|
Reporting & compliance

|

Custodian
|

Depositary
|

Fund accounting
|
Transfer & settlement

|

Officers
s101 officers, monitoring officers,
officer working group (OWG)

ACCESS support unit (ASU)
Programme, client & contact
management support & secretariat

No FCA
regulated
decisions in
client-side
functions

ACS operator adviser

| Active-listed assets:
ACS operator -
link fund
solutions uBs

Investment managers
|

Passive-listed assets:
Jointly procured
manager -

Implemention
adviser -

MJ Hudson

Non-listed assets:

Transition managers

Funds' investment advisers for
ACCESS activities

Client side advisers

Advisers, managers etfc for
Pool aligned assets
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Principle 2

Joint Committee

The Joint Committee is the statutory Committee of elected members from each of the Pool’'s member
Authorities, established to exercise specific functions in relation to the pooling of pension assets.

Appointed by the Pool’'s Administrating Authorities under s102 of the Local Government Act 1972, with
delegated authority from the Full Council of each Authority to exercise specific functions in relation to the
pooling of pension funds, the Joint Committee is the formal decision-making body within the ACCESS Pool.

In discharging its functions the Joint Committee shall:

* Have due regard to any relevant stewardship codes of practice or other relevant documents, recognising
that individual Authorities reserve the right to adopt their own individual policies in areas including
application of stewardship codes, exercise of shareholder voting rights and policies in respect of
responsible investments.

* Take steps to ensure the Operator provides sufficient sub-funds and/or vehicles to enable each Authority
to execute its investment strategy.

* Undertake training to acquire and maintain knowledge and skills relevant to the performance of their
duties.
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Principle 2

Functions of the Joint Committee

Each of the Pool’s Administering Authorities is responsible for nominating an
elected member to represent it on the ACCESS Joint Committee.

The Committee meets at least four times each year and is responsible for
ongoing contract management and budget management for the Pool,
and for the management and oversight of its effectiveness in regard to the
Pool’s stewardship behaviours and activities. It is supported in this work by
the Officer Working Group, the Pool’s Section 151 Officers, and the ACCESS
Support Unit.

The Joint Committee has delegated authority from each Administering
Authority to exercise specific functions set out in the IAA, in particular
monitoring the performance of the Operator.

Specification of the Operator’s services, including functions required to
deliver the sub-funds.

Determination and oversight of the process for selecting the Operator.
Design of the arrangements for contract management of the Operator.
Approval of the appointment of advisors and costs.

Setting the budget for ACCESS in line with strategic business plan.

Designation of which Authority manages the ACCESS Support Unit (ASU)
and deciding the tasks of the ASU.

Designation of the Pool’s Host and/or Lead Authority.

In addition to the above, the Joint Committee is also authorised to make
recommendations in respect of the following:

Appointment of the Operator.

Extension or termination of the Operator.
Strategic business plan for ACCESS.
Strategic plan for transition of pooled assets.
Pool-aligned assets.

Changes to the |IAA.

In this reporting period the Joint Committee has agreed the procurement
for an ESG & RI Advisor to the Pool, to a review of the Pool’s RI Guidelines
and Voting Guidelines, and to the provision of a stewardship gap analysis.

The Committee receives a quarterly investment performance report

each meeting which details sub-fund performance and provides voting
information. The Committee also receives the results of the quarterly
reporting data from the Contracts Management report which highlight any
failure in provision of voting or engagement activity. If there is any failure,
this is investigated and lessons learned covered.

Officer Working Group

The Officer Working Group (OWG) is responsible for supporting the Section
151 Officers and, in turn, the Joint Committee, with each Authority being
represented in the OWG. Its role is to provide a central resource for advice,
assistance, guidance and support for the Joint Committee.

In the past, for example, the OWG has assisted ACCESS in respect of the
implementation of the Pool’s Rl Guidelines by providing support, expertise
and discussion in their creation, and in subsequent updates to them.

Each member Authority is represented at meetings of the OWG by its
nominated Officer(s), or his or her deputy or nominee. Some Authorities
have nominated more than one Officer to sit on the OWG, and the list of
nominated Officers includes:

Head of Pensions - Cambridgeshire

Head of Pensions - East Sussex

Director for Essex Pension Fund - Essex

Head of Investments & Borrowing - Hampshire
Head of Pensions - Hertfordshire

Pension Fund Manager - Isle of Wight

Head of Pensions & Treasury - Kent

Director of the Norfolk Pension Fund - Norfolk
Head of Pensions - Suffolk

Head of Pensions - West Northamptonshire
Pension Strategist - West Sussex
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The governance structure of the Pool ensures that dialogue with, and input from LGPS subject matter
experts from each Authority is gathered through the OWG (and additional sub-groups).

ACCESS Support Unit

An ACCESS Support Unit (ASU) has been employed by Essex County Council (the Host Authority) wholly
for the purposes of implementing the IAA.

The ASU provides the day-to-day support for running the Pool and has responsibility for supporting
the Joint Committee and Officer groups, and for programme management, governance, contract and
client management and technical support services to the 11 Administering Authorities.

The ASU is staffed by five full time Officers, who are employed by the Host Authority.

Considerable subject matter expertise exists within the wider LGPS officer community, and, of course,
within the Authorities that comprise the ACCESS Pool. The Pool’s full time ASU staff is therefore
supplemented by part-time Technical Leads whose work for ACCESS is part of the Pool’s costs. This
technical support is provided by Officers of the ACCESS Pension Funds. Valuable contributions are
regularly made by such experts on subjects such as reporting, budgeting, and governance.
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The Operator Role at ACCESS

At its heart ACCESS is a collaboration that sees 11
LGPS Authorities come together to partner with
finance sector specialists to enable the oversight
and investment of assets on behalf of over one
million members in just under 3,500 employers.

on behalf of
£

people across nearly employers

The principal financial sector specialist ACCESS
partners with to enable its investment, and the

oversight of its investment, is the Pool’s Operator:

Waystone Management.

The Pool’s Operator is responsible for
establishing and operating an Authorised
Contractual Scheme (ACS). The ACS is FCA
regulated, and the Operator Agreement is
signed by each of the Pool’s 11 Authorities. The
Operator sub-contracts with providers on behalf
of the Pool in relation to sub-fund selection and
investment instructions.

The appointment of Waystone (then known as
Link Fund Solutions) followed a thorough public
procurement process, during which emphasis
was placed on the Operator’s capacity and
track record for the safeguarding of assets and
oversight of funds.

The Operator appointed Northern Trust as the
depositary to the ACS, and the current Custodian
is Northern Trust Company.

Decision-Making Processes

Engagement of each of the Pool’s eleven
Authorities in its activities is a characteristic
feature of ACCESS, and the support and
facilitation of stakeholder groups that is delivered
by the ASU for this purpose is key to the way in
which the Pool functions.

The dialogue the OWG conducts with LGPS
subject matter experts from each Authority
ultimately enables the Pool’s Section 151 Officer
Group to form the recommendations that are put
to consideration by the Joint Committee.

Whilst consensus should always be sought, the
IAA sets out that both the Joint Committee and
Section 151 Officers are empowered to reach
decisions based on a majority of those voting on a
particular issue.

Where the Joint Committee is making a
recommendation to each Authority (e.g., to
amend the IAA or the Operator Agreement) the
Administering Authorities must consider making
the necessary formal decision in line with its own
processes (constitutions, established delegations
of authority etc). As these are recommendations
only, the Administering Authorities are not
required to agree with the Joint Committee.

The |IAA requires all Parties to execute an
amendment for it to be effective.

Investment User Group

The ACCESS Investment User Group (IUG) meets
regularly with the investment managers of the
Pool’s assets to discuss the performance, strategy
and stewardship behaviours of each sub-fund.

This group is comprised of Officer representatives
from each of the Pool’s member Authorities who
are directly involved in managing and scrutinising
their own Authority’s investments.

The IUG, who report to the Pool’s Officer Working
Group, scrutinise each investment manager’s
performance against the sub-fund investment
objectives, as well as monitoring each manager’s
Rl activities and the implementation of ACCESS’
RI Guidelines. Each IUG meeting with an
investment manager is supported by a dedicated
RI, Engagement and Voting agenda item.

By providing a forum for the Administering
Authorities to (literally) ‘pool’ their collective
knowledge, experience and subject matter
expertise in monitoring investment manager
activity, we believe the IUG is a good example
of the kind of benefit ACCESS has delivered to
its members. By facilitating group discussions
and surfacing relevant issues with its investment
managers, ACCESS Authorities are able to share
their understanding and best practice to elevate
the Pool’s collective approach to stewardship.


https://www.northerntrust.com/united-states/home

The Pool’s ESG/RI Sub-Group has been constituted to support the functions
and the work deliverables of the OWG in respect of ESG and RI matters.
Whilst not a decision-making group, it has demonstrated a substantial
commitment, initially establishing and then reviewing the Pool’s approach
to Rl, and is able make recommendations to the OWG for its consideration.
Each member Authority is invited to be a part of the Sub-Group.

Any members of the ESG/RI Sub-Group may convene a meeting of the
Group at any time or as required by the OWG. It is supported by the
ACCESS Support Unit and may be assisted by external professional advisers
appointed by the Joint Committee. It has, for example, been closely involved
in the work of the Pool’s recently appointed ESG & RI Advisor: meeting with
that body on at least a monthly basis since appointment.

The Group produces updates to the OWG following each regular meeting
and as required, and is expected to represent all ACCESS Authorities. Where
there is a potential conflict of interest this will be raised, and actions taken.
At times participation by all Authorities may be required.

Training strategies within the Pool’s Administering Authorities are designed
to aid members of Pensions Committees and Local Pension Boards as well
as Fund Officers and Section 151 Officers in performing and developing in
their roles and to equip them with the necessary skills and knowledge to act
effectively in line with their responsibilities.

This includes ensuring there is the appropriate level of internal challenge
and scrutiny on decisions and performance of respective Funds - which the
Officers from the Pool’s Administering Authorities are then able to bring to
bear on the governance of stewardship at ACCESS.

Fund Officers typically receive quarterly updates from investment managers
and industry experts, which set out the managers’ approach to responsible
investing, supported by key case studies, as well as specific training from
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these third parties on topics such as sustainable and impact investing,
climate scenario planning and timberland investing.

Officers are also encouraged to attend the semi-annual ACCESS Investor
days hosted by Waystone. These cover topical ESG matters pertaining

to the Pool, during which industry experts and fund managers provide
commentary and engage with questions from Pool members.

In this reporting period Waystone facilitated learning across the following
subjects:

Global Stocks held by ACCESS from ACCESS Managers: Dodge & Cox,
Schroders, Baillie Gifford and M&G

Market Updates for period relevance from the Head of Investment
Management Oversight at Waystone

Central Bank Rates
Impact on Growth
Asset Returns
Sustainable Investing
ACCESS Fund Returns

LGPS: Investing Today, presented by the CIO at Waystone, Head of
Investment Management Oversight at Waystone and ACCESS
Programme Director

Member Fund Officers and staff from the ACCESS Support Unit frequently
attend LAPFF Business Meetings, which are held every quarter and the
LAPFF Mid-Year and Annual Conference. These comprise of approximately
four days of Rl content, the highlights of which in this reporting period
included discussion of:

Energy companies and the cost-of-living crisis

Proposed engagement with Grupo Mexico (environment and human
rights)

Threats to the quality of UK Listing Regime

Climate Metrics and Executive Pay

16
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Proposed Shareholder Resolution on Human Rights to Mining Companies
Reliable Accounts

LAPFF Recommendations for UK Climate Policy

Carbon Capture and Storage Update

Proposed Rio Tinto Shareholder Resolution Update (Water assessment)
Ending modern day slavery: the role of companies and investors

How can water companies better deliver environmental value?

How are LGPS funds and pools managing climate-related financial risk?
Why proxy voting choice is essential for investors in passive funds

The ESG backlash: what should LGPS funds and pools expect from their
asset managers?

Ensuring a clean and equitable Electric Vehicle supply chain

How can investors manage nature-related risks and tackle the biodiversity
crisis?

Getting to net zero: the role of alternatives

As to be expected from a membership base that values local sovereignty,
each Administering Authority within ACCESS has its own approach to
promoting and ensuring gender and ethnic balance, and gender pay
equality.

ACCESS employs five full-time staff within the ACCESS Support Unit. As
noted later in this report, we plan to increase this number to eight during the
upcoming reporting period, including the addition of a dedicated Rl analyst.
That said, we do not believe a resource of this size warrants the setting of
specific targets around gender and ethnic balance, and pay balance, at this
moment.

Under LGPS Regulations, each Authority retains responsibility for complying
with the Investment Regulations (which is the statutory source of the
requirement to consider factors that are financially material, including ESG
factors).

Similarly, Rl is an aspect of discharging fiduciary duties which are the remit
of the Authorities, not the Pool.

It was therefore important that the local responsibility for discharging
effective stewardship should be reflected in the governance structure within
ACCESS that preserves the local sovereignty of its members.

For example, as a product of its governance structures, ACCESS’ approach
to responsible investing was initiated by combining the Rl beliefs and
preferences of the 11 Authorities that comprise the Pool.

The process that facilitated the expression of the Authorities’ local
sovereignty serves as a good example of ACCESS’ wider approach to the
governance of its stewardship:

The Rl beliefs and preferences of each member Authority were first locally

determined;

They were then collected by Officers at the individual Authorities;

Whereby the beliefs were combined into an overarching approach,
through the Officer Working Group;

After which they were reviewed by the Pool’s s151 Officers;

To be presented for consideration and approval by the Joint Committee
(and for implementation by the ACCESS Support Unit;

And, finally, to be implemented by the ACCESS Support Unit.






Principle 2

2. How might the Authorities ensure their effectiveness working together
within a pool, through ACCCESS?

In response, ACCESS developed the Guiding Principles introduced under
Principle 1 of this report to direct its work and its direction of travel.

Locally

Determined , . o
Summarised below, these principles were agreed by the Pool’s participating

Authorities at the outset. And they reflect an approach to the governance
of the Pool’s stewardship that we believe is fit for purpose for a member-led
organisation that operates in a decision-making environment that is subject

Implemented to constant change.

by ASU Collected by

RI officers
Beliefs

A 6
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Collaboration Risk Awareness Value for money

Considered by
joint committee Combined via
the OWG
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Professionalism Innovation

Working in this way, ACCESS facilitated the incorporation of the Pool’s RI
beliefs and preferences into the investment arrangements of the Pool, to
ensure they were reflected at a fundamental level.

alnl r) 6
Guiding Principles o

Objectivity Simplicty Cost sharing
With ACCESS having resolved to preserve the local sovereignty of its

Administering Authorities in all aspects of stewardship and responsible
investing, two questions suggested themselves: Not least because ACCESS’ Guiding Principles enable effective debriefing

and learning from experience, they have served the Pool well in ensuring
the effectiveness of its stewardship and will, we believe, continue to do so in
the future.

1. How might local sovereignty co-exist with the managerial requirement of
ACCESS to set direction for the Pool?
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conflicts of interest and ensuring that all Members, Officers and Advisors are aware of and follow

PI'I NCi ple 3 the Pool’s process for managing conflicts of interest. The ASU collates declarations of conflicts and

maintains a conflict of interests register on behalf of the Pool.
Signatories manage confiicts of interest fo put

the best interests of clients and beneficiaries first.

In our opinion a conflict of interest may be present when Members, Officers and Advisors have a
ACCESS aligns to the recommendations of the responsibility or fiduciary duty in the operation, decision making process or management of the
SAB Good Governance Review whereby we have Pool but also have either a separate personal or corporate interest, which can be financial or non-
a Conflicts of Inferest Policy that recognises the financial in nature, or another connection to the matter that may provide a possible conflict with

distinct governance arrangements of pension their primary responsibility to the Pool. This interest could arise through association and may stem

funds. The ACCESS Pool intends fo review this from a family member or colleague having an obligation or interest.
policy following the May 2025 election and

support Authorities in their local review in the
interim.

Acknowledge any potential conflict of interest they may have;
The ACCESS Support Unit has also reviewed the Adopt practical solutions to managing those conflicts; and
Pool’s Conflicts of Interests Policy in this reporting
period. The governance pathway at ACCESS

maintains that any review that relates to policy
must be put before the Joint Committee, and ACCESS Members and Officers making decisions and recommendations on behalf of all Authorities

the outcome of this assessment suggested there have a duty to act in the best interest of all stakeholders, but this does not preclude Members,
were no gaps in ACCESS’ policy, or in its approach Officers and Advisors from having other roles or responsibilities which may result in a conflict of
to managing actual and potential conflicts of interest. Members are asked to declare any conflicts of interest at the beginning of every Joint
interest. Committee meeting. These declarations are recorded by the Secretary to the Joint Committee.
Officers are also asked to complete a declaration of interest form, and confirm on an annual basis
whether this has changed. This does not preclude updates being provided as and when they occur.
The record of declarations is maintained by the Kent Secretariat.

Plan ahead and agree how they will manage any conflicts of interest which may arise with the
relevant parties.

Going forward, the Policy will be reviewed on at
least a triennial basis, and more frequently should
aneed arise.

Declarations of interest are also invited at the start of all governance pathway meetings or as a
possible conflict arises. For example, individuals are invited to recuse themselves from discussions
if they are conflicted in a procurement conversation. The Pool’s member Authorities have their own
processes for identifying, managing and monitoring conflicts of interest and these are considered
alongside the Pool’s process where relevant.

The ACCESS Joint Committee Members, its
Authority Officers and the ASU are responsible
for identifying, managing and monitoring the
Pool’s actual and potential conflicts of interest.

The Public Service Pensions Act 2013 defines a
conflict of interest as a financial or other interest
which is likely to prejudice a person’s exercise

of functions. The ASU and the secretary to the
Joint Committee are responsible for monitoring

We understand it may not be possible to identify, manage and monitor all potential and perceived
conflicts of interest. However, we do expect Members and Officers to endeavour to do so where
possible. We also recognise that a failure to manage conflicts of interest can pose material risks to
the Authorities, the consequences of which may include decisions that are not in the best interests
of the Authorities’ stakeholders. The reputation of the Councils may also be negatively impacted
by a failure to manage conflicts of interest and this may also result in the Councils being referred to
regulatory bodies.


https://www.accesspool.org/governance/conflicts-of-interest-policy/
https://www.accesspool.org/governance/conflicts-of-interest-policy/

Principle 3
Action in the Reporting Period

In addition to reviewing the Pool’s Conflicts of Interest Policy we also took firm’s funds. Noting that US personal dealing policies are quite
action in this reporting period to mitigate a potential conflict of interest in different to those of UK based firms Waystone found no evidence
relation to the provision of insurance advice. of improper activity. The issue was escalated to the ASU for

Following a previous issue, the ASU engaged with the Pool’s insurance SEREEE, WD PO S NEG,

advisor on behalf of Administering Authorities to ensure ACCESS was able
to avail itself of best-in-class insurance advice and for due diligence to be
periodically performed on its Operator’s insurance cover.

After the departure of a key individual at the insurance advisory firm, the
ASU was introduced to a new representative of the firm. The following year 4
the Pool’s Operator, Link Fund Solutions, was acquired by Waystone, which
had historically received brokerage services from the same individual.

Given that ACCESS and Waystone were now getting services on insurance

from the same person at the same organisation, the ASU took the decision
to examine this situation more closely, the outcome of which was to inform
the elements in ACCESS’ governance pathway that it would be in the Pool’s
interests to move to a different insurance provider.

The insurance advisor was able o assure the ASU that segregation
arrangements could be put in place. Nevertheless, the ASU considered the
advisor may have found itself conflicted in acting for both Waystone and
ACCESS. It therefore proposed terminating the current contract with the
advisor, to initiate a contract with a different provider. In accordance with
the Pool’s governance pathway, this was initially raised and recommended
for consideration at the Pool’s Officer Working Group (OWG) meeting. The
Pool’s Section 151 Officers then approved the recommendation, and it went
to the Joint Committee in September 2023, where the actions were noted.

In 2023, one of the Pool’s investment managers was also the subject of a
prejudicial investigative report by a media outlet, which implied improper
oversight regarding a matter of personal dealing. Waystone was informed
by the manager prior to publication and held meetings with the manager’s
Compliance Officer to understand the situation and discuss the internal
reviews that had taken place concerning staff trading in stocks held by the




ACCESS recognises the use of external providers may be a source of
conflict and has thus ensured that the Pool’s Service Providers have
their own conflicts policies in place.

Providers to the ACCESS Pool are required to disclose to the ASU any
conflict of interest that may arise, including any related third-party
engagements.

Upon tendering to provide a service to the Pool, providers are
also asked to indicate if any Director, Partner, Senior Manager or
Associate of their organisation:

Is an employee of any Authority who is a member of the ACCESS
Pool;

Is a relative of an employee of any Authority who is a member of
ACCESS;

Has a business or private relationship with any Councillor at any
Authority who is a member of the Pool; or

Has a business or private relationship with any employee of any
Authority who is a member of the Pool.

Upon identifying any conflicts of interest, the ASU will carry out

an evaluation process, which will be reviewed by the OWG. The
evaluation process will assess the potential severity of the impacts
that could result if the chosen conflict is not suitably managed.
Following the evaluation process the OWG will classify the conflict
based on its nature and its potential impact severity. Such conflict will
be classified as either low, medium or high risk.

Outside the two actions shared above, no conflicts of interest have
been reported to ACCESS or identified by the ASU in the reporting
period.
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Principle 4

Principle 4

Signatories identify and respond to market-wide
and systemic risks fo promote a well-functioning
financial system.

Our Approach to Risk
Management

ACCESS believes effective risk management is
integral to good governance. To deliver on its
objectives, the Pool needs to conduct activities
that include taking advantage of opportunities
that subject it to significant levels of risk. The
success of ACCESS will, to an extent, depend on
its ability to effectively balance risk and reward.

We recognise some risks cannot be fully
mitigated; that risks can be fluid in nature, and
that the impact and probability (i.e. severity) of
risks can change rapidly and without warning. It
is therefore important that ACCESS anticipates
and deals with changes in its exposure to risk in
an immediate and effective manner in order to
minimise adverse outcomes.

With much of the early work guided by our
professional advisors and, in particular, Hymans
Robertson, ACCESS has developed a robust
approach to risk management since inception.

A (later) review of the Pool’s risk assessment

and reporting mechanism was conducted by the
ACCESS Support Unit (ASU) in the second quarter
of 2021, which lead to the methodology outlined
opposite.

The Section 151 officer Group is responsible for advising the Joint Committee on the identification and
mitigation of any risk to the operation or success of the Pool. The ASU has responsibility to manage
the development and implementation of the strategy, business plan and budget. This includes the
identification and management of risks.

In support of the above, the Pool’s Rl beliefs maintain the consideration of ESG factors should be
incorporated into the portfolio construction process of all investments made by the Pool’s active
investment managers: that ESG factors are relevant in the context of benchmarking, risk analysis and
investment opportunity identification and that climate risk - and the issues which contribute to it - is of
significant concern to all stakeholders, and as a result it is a prominent area of focus.

The process to identify, assess, manage and continually monitor risks is designed to allow ACCESS to:

* Demonstrate a robust risk management regime allied to effective governance;

* Minimise the likelihood of failing to meet its objectives;

* Achieve an appropriate balance between opportunities and risk;

* Limit the extent to which the Pool is impacted by unpredictable or adverse developments;
* Be better informed in its decision-making; and

* Be able to realise better outcomes for its stakeholders.

The probability of a risk manifesting to the Pool is measured across four dimensions: Unlikely, Possible,
Probable, and Almost Certain.

Impact is measured according to whether the severity of the risk is considered: Minor, Moderate, Mdjor,
or Critical.

And, for the purposes of managing the risks pertaining to stewardship, the Pool’s risk control measures
are:

* Tolerate - accept the risk is there and that it is either so unlikely to happen it is not worth expending
resources on or that the opportunities are greater than any risks,

* Treat - continue with the activity, take steps to reduce the probability and/or impact with control
measures, and

* Terminate - stop the activity that is causing the risk, as even with control measures the risk remains
unacceptable, or the cost to implement control measures is unacceptable.


https://www.hymans.co.uk/
https://www.hymans.co.uk/

Risk Management Dashboard

The Risk Register is received and noted by the Joint Committee at each of
this Group’s meetings. Thereafter, the Risk Register is used to document,
manage and monitor risk by:



https://democracy.kent.gov.uk/documents/s123627/Business-Plan-Budget-Risk-Summary FINAL.pdf
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ACCESS recognised that trading of Russian stocks
and the receipt of dividends were likely to be
impacted when Russia first invaded Ukraine, and
that companies listed elsewhere with a Russian
footprint/supply chain would likely be reassessing
activities in light of the invasion.

We also noted the extent of direct Russian-

based investment within the ACCESS Pool has
only ever been on a very small scale. Following
the imposition of sanctions by the UK and other
governments, the Russian equity market closed
and Russian stocks have been excluded from
major indices. As a result of these actions, the
value of ACCESS Pool holdings in local Russian
shares, ADRs and GDRs has been written down to
zero.

ACCESS has received assurances from its
partners that all new purchases of Russian
securities have been suspended until further
notice. The situation is continually monitored by
Waystone’s Head of Investment Oversight.

It has been noted that China may provide explicit
support to Russia’s invasion of Ukraine in the

form of weapons and equipment, or that it
might support Russia, not by explicit transfers of
military equipment, but by trade in electronics
and other components which may fill gaps in
the Russian military-industrial complex. It has
therefore been agreed that ACCESS should
maintain awareness of the possible risks arising
from this, by engagement with Waystone’s
Head of Investment Oversight, and by involving
ACCESS professional advisors as and when
necessary.

We remain aware of the risk posed by the
possibility that China will carry out its threatened
invasion of Taiwan. Taiwan is responsible for the
production of 70% of the world supply of semi-
conductors, and the US and the UK are heavily
dependent upon exports from Taiwan across a
range of industries and activities.

ACCESS is therefore maintaining awareness

of the changing situation by engaging with
Waystone’s Head of Investment Oversight, and
by involving ACCESS professional advisors as and
when necessary.

ACCESS has identified the risk that conflicts in
the Middle East may converge and escalate with
material disruption to supply chains for goods
transiting the region and to oil supply.

We consider that the initial broadening of conflict
would be felt via energy prices. However, a
region-wide development of the hostilities could
also impact markets by impeding the passage

of goods. This would be more about transit
disruption than direct supply disruption. Russian
oil production was three times the market share
of Iranian oil product in respect of the global
supply of oil, and Russia sold to many more
developed markets. Uncontrolled escalation
drawing global attention is the key risk presented
to the Pool, and we are maintaining awareness of
this changing situation.
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Working with Waystone to Address
Market-Wide Risks

Waystone engages with all of the Pool’s investment managers in its annual review
programme, and meets with senior management, governance teams, relevant
portfolio managers and the investment risk team when doing so. Discussion with these
personnel will typically feature focus on a fund’s exposure to market-wide risks that
are pertinent at the time - such as (recently) the risk to long duration, growth equity
funds in an environment of rising interest rates.

PR i

In one such discussion, Waystone noted the investment manager’s risk team had

' produced excellent work highlighting such risk, and that it also felt the investment
management teams were not taking sufficient notice of this work. This resulted in
Waystone challenging the firm to demonstrate the work of the risk team was being
acknowledged and where appropriate, incorporated into the positioning of the fund.

In the two years since that challenge, which took place in 2022, Waystone has had
regular interaction with the investment manager in respect of how it manages
risk, and it has informed ACCESS that it now believes the relationship between risk
management and investment management has matured such that the risk team is
respected for its forward-looking research output.

Waystone rated this instance as an Amber issue for monitoring, and discussed the
performance and structure of the relevant funds repeatedly at internal reviews.
ACCESS was made aware of these discussions in the regular ‘housekeeping
commentary’ Waystone provides at the Investment User Group (IUG) meetings.
And this element of focus was highlighted for Q8A purposes prior to the investment
manager’s own IUG presentation.




Environmental, Social and Governance Issues

ACCESS employs a ‘top-down’ and a ‘bottom-up’ approach to reviewing and revising the Rl § ESG
risks that the Pool and the Authorities face:

* Top-down: the Authorities, through their membership of the Joint Committee, have the ability to feed
into the Rl risk identification and management process, by providing any comments, views or priority
concerns they might have into the formal process of running the Pool, for further investigation and
mitigation;

* Bottom-up: the IUG can feed any identified Rl or ESG issues or concerns into the Rl risk identification
and management process, which can also involve the Officer Working Group and Section 151 Officers
Group.

Rlissues, themes and risks typically cover ESG factors. ACCESS’ position is that these factors should
be taken into consideration when investment decisions are made, and in ongoing monitoring of
investments held, to enhance long-term sustainable financial performance.

Accordingly, we believe it is primarily the responsibility of the active investment managers to effectively
identify, mitigate and report on such risks, specifically those that may be financially material, as part of
their investment selection, monitoring and deselection process.

ACCESS expects its active investment managers to take a holistic approach to identifying risk as
opposed to a stand-alone concern and believes that Rl risks should be fundamentally integrated into

a sustainable investment approach. We further expect these managers to be able to clearly identify
the actions they have taken to identify and mitigate (where possible) Rl risks in the context of the short,
medium and long-term - and then be in a position to report this activity.

The ACCESS RI Guidelines are drawn from the Authorities’ individual views on Rl issues, themes and
risks, and collate and communicate these views to the Pool’s investment managers. The Authorities’
views on Rl risk are fed into the investment process formally through the ACCESS governance structure,
and are discussed at Officer Working Group, Section 151 Officer and Joint Committee levels before
being formally approved.



Review Actions in this Reporting Period

PIRC
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https://www.pirc.co.uk/who-we-are/

Principle 4

The Additional Role
Waystone Plays

in Supporting the
Functioning of the
Financial System

In Waystone'’s opinion, a well-functioning
financial system can be considered one where
investors have trust in the transactions in which
they engage. Its contribution to this is to ensure
compliance with market and fund regulations,
including the fair pricing of both funds and assets.

This may include checks that funds are not
exposed to non-permitted assets or assets which
are not matched to the objectives of the fund

or the skill sets of managers to control risks.
(Waystone’s oversight of investment managers
also extends to their trading and best execution
policies and governance).

Periods of market stress are often accompanied
by changes in the structure of available market
liquidity and the compounding negative feedback
this creates on the market. Waystone reviews
absolute liquidity levels and profiles daily. Cases
where liquidity does not exceed its minimum
threshold are subject to review to understand the
liquidity structure and the liquidity management
processes an investment manager has in place -
thereby helping to ensure investment managers
are prepared for fund specific or market-wide
redemption risks.
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Principle 5

Signatories review their policies, assure their processes and assess the effectiveness of their activities.

Assessing the Effectiveness
of the Pool’s Activities

When it set out to create the Pool, ACCESS did so with a strong and shared belief that the primary
purpose of effective stewardship would be to serve the best interests of the Pool’'s members and their
beneficiaries.

This is the basis upon which ACCESS reviews the Pool’s policies, assures its processes and assesses the
effectiveness of its activities.

The ACCESS Joint Committee is responsible for ongoing contract management and budget
management for the Pool, and for the management and oversight of its effectiveness in regard to the
Pool’s stewardship behaviours and activities.

The Joint Committee’s Terms of Reference contain three guiding principles that are particularly
important in assuring the effectiveness of its stewardship. These being to:

* Communicate openly about concerns, issues or opportunities relating to the Pool;
* Learn, develop and seek to achieve full potential from the Pool; and

* Ensure sufficient and appropriately qualified resources are available and authorised to fulfil the Pool’s
responsibilities.

ACCESS reviews its Responsible Investment and Voting Guidelines; its Conflicts of Interest Policy, and its
governance arrangements and member communications procedures on a regular basis. Through the
process of curating this Stewardship Code Response it was recognised that further formalities need to
be put in place to regularly update the Pool’s guidelines and policies, and we look forward to reporting
on these in our next submission.

Risk is subject to quarterly review by the Joint Committee.
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Reviewing the Effectiveness of ACCESS against its Original
Objectives

Putting the above principles in action, in this reporting period
ACCESS retained the services of Barnett Waddingham to conduct
a comprehensive review of the effectiveness of the Pool against
its original objectives. This included an independent appraisal of
the objectives the Pool has set, the Inter-Authority Agreement, the
ACCESS Governance Manual and associated Guidelines, and how
the Pool’s approach to business planning, reporting arrangements
and risk management contribute to meeting its objectives.

The review incorporated discussions with key stakeholders,
including members of the Joint Committee, Section 151 Officers, the
Officer Working Group (OWG) and the ACCESS Support Unit (ASU),
and an exploration of the appropriateness of training provided to
them, and the extent of training required in the future.

The Pool’s risk management strategy - how it identifies, mitigates,
manages and reports risks - was also reviewed.

This review also included a focus on the effectiveness and
appropriateness of the way in which the ASU interacts and engages
with the Pool’s Administering Authorities, and with its service
providers and external professional advisors. And how existing and
planned workstreams are likely to impact upon the ASU, and on its
roles and responsibilities.

A consideration of all the matters arising from the review is

still ongoing, and we look forward to discussing outcomes in
future reports. However, we can report on progress made in this
reporting period with regard to three of the review’s key findings:

One of the principal findings from the Barnett Wadingham review
was that the day-to-day governance of the Pool was effective.
However, it also advised that additional space and time should

be made available for a robust and informed debate around the
strategic direction of the Pool, in a landscape that will include
changes in members’ views (including those on responsible
investing), shifts in legislation and evolving third party expectations
of stewardship. Following the review the OWG, Section 151 Officer
group and Joint Committee Members have all agreed to further
time, in addition to the current allocated time for meetings, to
specifically discuss the Pool’s strategy.

To this end, ACCESS has agreed a strategy cycle, within which the
role of the Pool’s Section 151 Officers is integral: that this group
should have sight of relevant draft Joint Committee papers, and
that, to create additional resource, it should also be empowered to
name delegated deputies to attend relevant meetings.

Questions were also raised in respect of whether the level of
expertise made available to the Pool is sufficient in all areas of its
governance.

The ASU has therefore been charged with considering the rationale
and impact of identifying and retaining a panel of subject specific
advisors to call upon as appropriate; the procurement of a high-
level advisor who is an expert on pooled investment structures and
channels, and an expansion of the role of the existing Pool Operator
advisor (Hymans Robertson) to include advice on wider pooled
investment structures. Discussions on this matter are ongoing.

Having observed the value that would accrue from providing
additional resources to the ASU, three further full-time roles have
been agreed by the Joint Committee to add to the ASU’s current five
members, including the appointment of a dedicated Rl analyst.


https://www.barnett-waddingham.co.uk/

Assessing the Performance of the Pool’s Operator

Elsewhere, ACCESS set a day aside for the Pool’'s ESG/RI Sub-Group to better understand and challenge the
stewardship performance of the Pool’s Operator, with a view to ensuring and/or revising the degree to which the
Operator is required to ensure the Pool’s commitment to Rl via its appointed investment managers, and to enhance
the transparency via which the Operator fulfils this commitment.

In order to maximise the effectiveness of this event, the Pool requested that one of its other Rl service providers,
PIRC, attend the face-to-face meeting in order to bring its expertise and perspective to bear on the discussion.

Action points were agreed with the Operator to enhance the level of detail it shares with ACCESS in regard to its
oversight of stewardship, and to engage in a further discussion with PIRC to expand the Pool’s understanding of the
finer details of Waystone’s approach to assessing a fund manager’s stewardship performance and how it resources
that activity.

We believe achieving a clearer line of sight between the Pool’'s commitment to Rl and the delivery of this commitment
by its investment managers (via Waystone) will enable ACCESS to ask questions of policies and processes within

the Operator and within the Pool’s investment managers that will raise standards of stewardship performance. We
look forward to reporting on further actions arising from this initiative in future reports. In the meantime, we have
aligned the Pool and the Operator by enhancing the reporting requirements in the current Operator tender.
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Shaping Future
Stewardship at
ACCESS

ACCESS has always had the expectation that
the Pool’s approach to Rl would not be a static
initiative, and that its stewardship in this regard
would change over time as good practice
develops, and as learning from experience
accumulates.

Nor do the Pool’'s member Authorities expect
one path to Rl to dominate the implementation
approach.

Every twelve months therefore a process is
undertaken to develop both a Business Plan and
Budget for the forthcoming financial year. The
Business Plan is fundamental to how ACCESS
activity is scoped and how that activity is
monitored. It also affords an annual review of
how well ACCESS is living up to its definition of
stewardship, the outcomes of which get reflected
in the Pool’s short-term (1-3 years), medium-
term (3-5 years), and long-term (over 5 years)
priorities, and in the work plan for the next twelve
months.

The Business Plan includes milestones across
listed assets (both active and passive), non-listed
assets and governance. Milestones are kept
under constant review by the relevant group (e.g.
the ESG/RI Sub-Group) and there is a feedback
loop to the Business Pan. The Joint Committee
also determines an annual budget to support the

activities within the business plan.

The process commences with initial drafting by
the ASU and proceeds through detailed dialogue
with the subject matter experts at each ACCESS
Authority within the OWG. This is followed by
consideration by the Section 151 Officers Group
which has specific responsibility under the terms
of the ACCESS Inter-Authority Agreement to
make recommendations to the Joint Committee
on business planning and budget matters.

Subsequently, the Joint Committee reviews
and considers the Business Plan, which is then
recommended to each ACCESS Authority. The
Joint Committee also determines the annual
budget required to deliver the Business Plan,
based on a recommendation by Section 151
Officers.

In the recent past, the Annual Strategic Business
Plan has included priorities to develop the
implementation of the Pool’s Rl Guidelines by
working with Waystone and the investment
managers to ensure understanding and
adoption of the Guidelines, and to complete

the procurement process for Rl reporting in line
with work conducted to identify the specific RI
reporting requirements of the Pool’'s member
Authorities.

Priorities have also been set to further explore
the range of third-party collaborations/

bodies with which the Pool might work; explore
prioritising ESG and RI themes for development,
action and reporting, and develop the Risk
Register to ensure it covers the required range
of known ESG and Rl risks that might affect the

investments of the Authorities.

In 2023, the Business Plan included the decision
to seek external advice on the implementation
of the Pool’s recently updated RI Guidelines, with
particular emphasis on delivery of the reporting
deliverables identified in the guidelines, covering
both ESG reporting to Authorities within the
ACCESS Pool and Pool level ESG reporting; a
review of Pool voting guidelines, and support

on future ACCESS pool stewardship code
submissions.

The Guiding Principles detailed in our reporting
under Principle 1 and expanded upon under
Principle 2 tell us ACCESS will always have scope
for continuous improvement. And we believe
doing the work outlined above will put us in place
to sharpen the engagement issues we want our
investment managers to prioritise; to better
monitor and critically appraise their approaches
and outcomes, and to deliver activity reports that
are even more tailored to the issues about which
our members care most.



Explore the possibility of Cross-Pool activity to identify stakeholders

with whom ACCESS can work with to promote continued improvement in
the functioning of financial markets around issues that are particularly
important to the Pool’'s members.

The refinement of specific ESG reporting deliverables based on those
reporting requirements identified within the Rl Guidelines.

Advice on the most effective and cost-efficient approach to deliver both
ESG reporting to Authorities within the ACCESS Pool, and Pool level ESG
reporting.

Advice on any further reporting requirements arising from the Ministry of
Housing, Communities and Local Government (MHCLG) climate change
risk consultation.

Agree the revised ACCESS Pool Voting Guidelines to enhance voting
impact in line with the Rl Guidelines.

Complete the review of the Rl Guidelines to ensure they reflect any ESG/RI
developments.

Respond to the provision of an independent stewardship gap analysis.

The completion of the process to either renew the contract for the
Operator, or to appoint a new Operator.

Principle 5

In order to ensure the reporting in this submission is fair, balance and
understandable, the document was first shared with ACCESS’ ESG/RI
Sub-Group members for appraisal in this regard, a number of whom have
experience of writing Stewardship Reports for their own Authorities.

Sections of the draft which, upon examination, did not reflect a balanced
representation of ACCESS’ delivery of its commitment to stewardship

were purposely removed, and elements of the report that went forward

for further inspection and which may have been at risk of not being fair,
balanced and understandable were highlighted ahead of time for particular
consideration. This led to a number of revisions that either improved the
fairness or balance in our reporting, as well as its clarity.

A draft version of the report was then processed through the ACCESS
governance pathway (first described in Principle 2) via which it was reviewed
by the OWG, the Section 151 Officers and the Joint Committee - again with
advice that the report should be checked for fairness, balance and clarity.

No material changes were suggested on this basis, and the report was
signed off as being fair, balanced and understandable.
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Principle 6

Signatories take account of client and beneficiary needs and communicate the activities and outcomes
of their stewardship and investment fo them.

ACCESS’ Use of Guidelines
rather than Policies

As inferred in our reporting under Principle 1and more fully in our description of the governance and
resources in place at the Pool under Principle 2, ACCESS has intentionally avoided building a large
central executive function. In our opinion, this reduces the risk of the governance of the Pool straying
into areas of policy and strategy.

We believe a delicate balance holds in this regard. There is a risk in ACCESS’ organisational construct
that service providers take the lead in determining the Pool’s activities. And there is also a risk that

a pool can, for example, inadvertently dictate fund selection by presenting inadequate choice to its
members. ACCESS is therefore mindful that it wishes to assert direction over the activities of its service
providers and be attentive to the needs of its members. ACCESS believes this construct, of a small
central function that can support and facilitate its partner Authorities in acting together, is an effective
model for working with service providers and, where necessary, holding them to account.

The governance structure of the Pool ensures that dialogue with, and input from, LGPS subject matter
experts from each Authority, is gathered throughout the decision-making process.

Nevertheless, the ACCESS Joint Committee has taken the decision to put in place Rl guidelines that set
direction for the Pool’s activities, rather than policies - so as to leave locally designed policies intact.

One example of this approach was illustrated in the development of the Pool’s Rl Guideline, which
were initially finalised in 2018. Since then, a number of Authorities have reviewed and updated

their respective ESG/RI policies in response to both their own requirements, and to the evolving RI
expectations placed upon institutional investors. Accordingly, the initial ACCESS RI Guidelines required
review to ensure that the Pool’s approach continued to reflect the position of the Authorities, and in
turn the wider developing best practice in this fast-moving area. (In short: the Pool’s Administering
Authorities had higher expectations of ACCESS a few years into the pooling journey than at the outset,
which ACCESS was able to detect and respond).

Importantly, under the LGPS Regulations, each Authority retains responsibility for complying with the

Investment Regulations (which is the statutory
source of the requirement to consider material
factors, including ESG). Similarly, Rl is an aspect
of discharging fiduciary duties which are the
remit of the Authorities, not the Pool. Therefore,
these Guidelines do not go beyond policies
already in place or intended to be in place at
each Authority and do not supersede or replace
the Investment Strategy Statement or policies of
each Authority. Instead, they are considered to be
complementary to those documents.

Whilst the Authorities retain their own bespoke

Rl policies and are sovereign when it comes to
investment matters, the Pool is responsible for the
oversight, implementation and communication

of these Rl Guidelines to third parties, and

for monitoring the results and outcomes with

the assistance of such third parties, and the
Authorities, where appropriate.



The Shape of the Pool’s Investments

The distribution of pooled assets across ACCESS’ membership base is
depicted in Chart 1 opposite, with the distribution of pooled assets by type and
by geography depicted in charts 2 to 4.

The Pool comprises eleven members of varying size measured by assets under
management. It was therefore critical to the Pool’s governance structure to
ensure each of its members has an equal voice in its governance. And critical
to its success that each member engages with the Pool’s activities - which has
become a central feature of the ACCESS model.

Indeed, with a ‘minimal’ Pool-staffed central function, ACCESS is structured in
such a way as to draw heavily on a significant amount of member Fund Officer
time and function support (e.g. procurement and secretariat). By definition,
this level of member involvement in the governance of the Pool guarantees
that member needs are taken account of in all aspects of its activities.

That said, the Barnett Waddingham review of the effectiveness of the Pool,
which we detailed in our reporting under Principle 5, recognised a need for
officers and elected members, either separately or together, to be afforded
the necessary opportunity to debate the future of the Pool in an informed
manner. The ‘strategy cycle’ of the Pool has therefore been amended to
ensure this improvement in accessing member views.

The ability to have different views within the Pool and different choices for its
member Funds is, we believe, a unique feature of ACCESS. The governance
pathway of a decision - from working groups, to the Officer Working Group,
to the Section 151 Officer, to the Joint Committee: then back to individual
pension committees - reflects this, and the close involvement of the Pool’s
members. And the fact that the final decision must always lie with the pension
committees of the individual member Funds.

Chart1- 31¢t March 2024
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Chart 2 - 31t March 2024 Chart 3 - 31t March 2024 Chart 4 - 31t March 2024
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Fixed Income Engagements

The ACCESS Pool’s appointed investment managers engage with companies
on the Pool’s behalf across a wide range of ESG issues, and we report
engagement examples conducted by the Pool’s and equity
managers, and our service provider work in other asset classes, within our
reporting under Principles 9, 10 and 11 and also briefly in our reporting under
Principle 7. Here, we wish to share some of the engagement work conducted
by two of the Pool’s managers.

(RLAM) manages the Sterling Core
Bond Fund for ACCESS. It defines engagement as active dialogue with
investee companies, where its pursuit of ‘engagement for change’ features
purposeful dialogue to influence positive change, with defined objectives and
demonstrable outcomes.

Firm-wide engagement activity is centred around six themes which RLAM
has identified in consultation with its clients. These are: climate change,
nature and biodiversity, health, governance and corporate culture, social
and financial inclusion and innovation, technology and society. And below we
present two examples of RLAM’s engagement for change in this reporting
period.

BNP Paribas SA - Net zero

As part of a collaborative investor group coordinated by
ShareAction, RLAM asked a question at BNP Paribas’ AGM regarding its
financing of oil and gas companies.

The CEO of BNP Paribas expressed confidence in the bank’s
decision to cease involvement in oil and gas bond transactions since mid-
February 2023.

This move is indicative of the bank’s disinterest in participating in oil and gas
bonds and is seen as a positive step.

BNP Paribas utilises International Energy Agency scenarios as a guide
and seeks to reflect its insights in its policies. During RLAM’s meeting, the

Principle 6

CEO of BNP reaffirmed the bank’s commitments, including its 10-90 goal,
which aims for 90% of its energy sector financing to be low carbon, with the
remainder for fossil fuels, contingent on suitable opportunities for financing.

RLAM will continue to monitor BNP’s disclosures and assess the
company’s progress.

BP Plc - Cyber security

Following a meeting with BP, RLAM has provided written feedback
against its cyber security investor expectations. This feedback reflects
RLAM’s updated assessment of the company’s practices in this area.

In RLAM’s assessment it has identified two key areas where BP
can improve its cyber security practices.

Firstly, the effectiveness review of the board should explicitly include the
oversight of cybersecurity risks. Therefore, RLAM suggested the company
should establish a method to assess the board’s effectiveness in overseeing
cyber security.

Additionally, RLAM encouraged BP to integrate the management of cyber
risks into its broader governance KPIs and to align this with executive
remuneration.

BP has acknowledged RLAM’s recommendations and will take
them into consideration.
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Fidelity International Fixed
Income Engagement with the UK
Water Sector

Fidelity’s fixed income portfolio managers have also been engaging with the
UK Water Sector on ACCESS’ behalf in this reporting period.

%
=

Fidelity views the UK Water Sector as an important part of the sterling
investment grade credit market and notes that only three of the 17 UK water
companies remain listed. In Fidelity’s opinion, this reduces public market
scrutiny on the sector’s behaviour and, given its heavy dependence on debt
finance, makes bondholders uniquely positioned to push for positive change
on sustainability issues.

Fidelity initiated a sector-wide engagement with several UK water
companies in July 2023 including Southern Water, Anglian Water, Wessex
Water, Severn Trent Water and United Utilities. It has more recently initiated
an engagement with Thames Water.

The main focus of the engagement is on sewage discharges, with the aim
of better understanding why these occur and what companies are doing to
address them.

Overall, Fidelity has been encouraged with the progress being made by

UK water companies towards tackling these issues. Nonetheless, since it
believes current standards and initiatives vary significantly across the sector,
it is continuing to use its strong relationships with management teams to
drive best practice across the industry.

Going forward, Fidelity will continue to engage with the sector and seek

to monitor progress on sewage discharges, further investigate the use of
nature-based solutions and their impact on biodiversity and address the
UK’s increasingly urgent water scarcity.




Stakeholder
Involvement and
Joint Committee
Accountability and
Transparency

Openness and external scrutiny form part of
ACCESS’ approach to ensuring its purpose is
being achieved.

The Inter Authority Agreement requires the
Joint Committee to take decisions only after
consulting with and considering the advice from
the Section 151 Officers, and, where required,
from Monitoring Officers or from appropriate
professional advisers. (A member of the Section
151 Officer Group attends each Joint Committee
meeting).

Meetings of the Joint Committee are open for
members of the public to attend (except for
certain exempt items). In addition, any elected
member of the Authorities who is not a member
of the Joint Committee may attend and speak at
a meeting of the Joint Committee if the Chairman
of the Committee invites them to do so. They are
not entitled to vote.

Any Section 151 Officer or Monitoring Officer is
also entitled to attend all parts of all meetings
of the Joint Committee or of any sub-committee
appointed by the Joint Committee.

Kent County Council provides the secretariat
support to the Joint Committee and publishes

electronic copies of agenda and unrestricted
public items on its website.

Committee papers are also published on the
Clerking Authority’s website and reflected in local
Pension Committee agendas.

The Officer Working Group (OWG) is responsible
for supporting the Section 151 Officers and, in
turn, the Joint Committee, with each Authority
being represented in the OWG. Its role is to
provide a central resource for advice, assistance,
guidance and support for the Joint Committee.

In the past, for example, the OWG has assisted
ACCESS in respect of the implementation of
the Pool’s Rl Guidelines by providing support,
expertise and discussion in their creation, and in
subsequent updates to them.

Each member Authority is represented at
meetings of the OWG by nominated Officers, or
by his or her deputy or nominee.

In 2022 the Joint Committee agreed proposals
enabling each ACCESS Authority’s Local
Pension Board (LPB) to send observers, on a
rotational basis, to Joint Committee meetings.
This initiative permissioned two observers from
each LPB to attend a Joint Committee at least
once a year. The observers can be drawn from
scheme member representatives, employer
representatives or independent LPB members
and are given an opportunity at the end of each
meeting to provide input on their experience and
to feedback any matters arising.
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Stakeholder
Progress Updates

We recognise that poor stakeholder
management could see Local Authorities failing
to meet legal and transparency requirements
over the fiduciary stewardship of the invested
funds. A failure to do so may result in significant
criticism and loss of member and public trust.

The ASU is therefore required to ensure there is
proactive engagement, continual dialogue and
effective use of officer sub-groups to inform
parties in a timely manner.

To improve the degree to which member funds
and stakeholders are kept abreast of activity
within ACCESS, the Joint Committee noted the

appointment of a Communications Partner,
Tavistock, for the Pool in December 2023.

ACCESS published its first Progress Update in
2022. This was designed to allow members to
gain additional insight into the character of their
Pool and its key activities and plans, such that
members could gain an overview of how their
Pool is progressing.

ACCESS already produces an Annual Report each
summer which each Authority uses within the
Report & Accounts for their own Pension Fund,
and which ACCESS publishes on its website. The
Progress Update is the Pool’s opportunity to
share further information, typically capturing
events up to the end of each calendar year.

Given the nature of its organisational form ACCESS is always mindful of ensuring
service providers to the Pool are selected on the basis of their ability fo play close
attention to the interests of a member base that shares a great deal of commonality,
yet one in which each member remains distinct and sovereign.

The tender process initiated in 2023 for the retention of a third-party advisor to
review the ACCESS RI Guidelines and the Pool’s Voting Guidelines and reporting
exemplifies this approach.

As a matter of course, potential providers were required to evidence how they would,
for example, maintain and update their knowledge and skills on ESG/RI matters; to
demonstrate their adherence to current and future best practice, and to describe how
they would ensure advice provided would keep pace as data quality and legislative
reporting requirements evolve.

In addition to such technical specifications, however, the tender document further
required respondents to evidence their ability to:

Meet the different requirements of individual ACCESS Authorities;
Engage effectively with all stakeholders;

Address stakeholder concerns; and

Meet the challenges contained within diverse customer requirements.



https://www.tavistock.co.uk/
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Formal Approach to
Collaboration within the Pool

The collaboration between the Administrating Authorities that comprise ACCESS, and between the
Authorities and the governance structures that determine how ACCESS operates - which we first
described in Principle 1 - is so important to the effectiveness by which the Pool delivers its purpose that
Principles of Collaboration have been set out in the Pool’s Inter-Authority Agreement.

Ensure sufficient and appropriately qualified resources are available and authorised to fulfil their Pool
responsibilities.

Communicate openly about concerns, issues or opportunities relating to the Pool.

Manage and account to each other for performance of their respective roles and responsibilities.
Learn, develop and seek to achieve full potential from the Pool - whereby the Authorities will share

information, experience, materials and skills to learn from each other and develop effective working
practices.

Manage stakeholder engagement strategy effectively.

Collaboration is fundamental to how ACCESS works. It is instrumental in enabling the Pool to meet the
needs of its constituent local authorities. And it is therefore critical to agreeing the philosophy that
underpins the Pool’s approach to stewardship, and to its stewardship activity.

ACCESS’ approach to Rl is therefore a direct representation of the Authorities’ Rl beliefs and
expectations. By being responsible for the appointment of all ACCESS third parties - such as Waystone
- the Authorities are able to set their expectations of them, and also their expectations of Waystone
when it comes to manager appointment, monitoring and termination.

Although collaboration is enshrined in the governance structure of the Pool, that does not mean we
cannot get better at working together effectively. We therefore take care to ensure we are adequately
seeking out and representing the viewpoints of our members. And, in this reporting period, for
example, a review of the Pool’s governance arrangements included the conduct of a ‘lessons learned’
session with key stakeholders. The object of this event was to establish the views and experiences of
members of the Joint Committee, the Section 151 Officers, the OWG and the ASU, including a review
of the appropriateness of training provided and to establish the extent of required training for future
effectiveness.
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Service Provider
Reporting

The Pool’s investment managers are required
to provide reporting at least annually in terms
of any RI-related performance objectives
associated with their mandate, and more
frequently - where their mandates require them
to do so.

Active investment manager reporting should
include some elements on their specific business
which are universally applicable, including:

Any material updates to the firm’s responsible
investment guidelines during the year;

Rl governance developments; and

Any developments in the responsible investment
process.

Additionally, ACCESS expects the active
investment managers to disclose the following
fund level information:

Details on alignment with the ACCESS RI
objectives and what measures (if any) remain to
be carried out;

ESG data (e.g., details of what data sources and
tools are used, verification, scope of portfolio
coverage of the data);

ESG Risk Management (e.g., updates or
changes to ESG risk management processes,
positive and negative examples of how ESG
factors have impacted investment decisions);

ESG Risks and Opportunities (up to three of
each identified in the reporting period);

Material Incidents (details of incidents, and
explanation of any investment actions taken as
aresult); and

Performance Targets (e.g., material
developments in progress towards targets;
disclose whether assets are on target,
exceeding or underperforming their ESG
target; any Rl related changes made to the
performance benchmark).

Stewardship and
Engagement
Reporting

All of the Pool’s investment managers are
required to report on their stewardship and
engagement activity. This includes:

Explaining implementation of stewardship
policies;

How ownership rights have been exercised;
Changes to engagement processes;

Details of their approach to climate modelling
of their specific investments;

Details of any engagements undertaken in
relation to the investments they manage on
behalf of the Authorities;

Details on measurement of engagement
success;

Information on how portfolio managers have

been involved in active ownership activities; and

Completing the Stewardship Template we
provide to managers.

Additionally, listed equity and fixed income
investment managers should include details

of any collaborative engagements and how
they have contributed to their stewardship and
engagement strategy. Any listed equity voting
reporting should cover:

Any changes in the investment manager’s
voting guidelines (irrespective of the fact that
ACCESS maintains a comply and explain model
in regard to voting the Pool’s voting guidelines);
Specific results of voting activities and
decisions, including summary statistics, policy
alignment as well as case studies;
Stock-on-loan related voting issues (where
investment managers are responsible for their
own securities lending programme);

Outcomes of voting audits;

Examples of results of resolutions voted;
Proportion of shares voted in the period;
Breakdown of votes cast against management;
and

Some rationale for votes against management
or where deviated from Waystone’s policy.



Monitor

Identify

Two-way
Engagement

Review

Assess

Principle 6

Climate Change Reporting

ACCESS expects all investment managers in all asset classes to provide
climate change reporting in line with TCFD recommendations. This
includes:

Climate change governance

* Engagement with companies regarding addressing climate change.

* Change in the board’s oversight.

* Management’s role in assessing and managing risks and opportunities

Climate change strategy and risk management

¢ Risks and opportunities over the short, medium or long-term (according to
reporting horizon).

* How these are factored into strategies.

¢ Strategy resilience in the face of climate scenarios, including 2 degrees or
lower scenarios.

Metrics and targets
* Metrics used and how these have changed over time.
* Scopes 1, 2 and 3 GHG emissions, weighted average carbon intensity.

* Targets used to manage climate related risks, opportunities and
performance against targets (including any targets deriving from the
current ACCESS Guidelines).
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Third Party Review of
ACCESS RI Reporting

In October 2023 ACCESS appointed PIRC to provide advice on the
implementation of its recently updated RI Guidelines, with particular
emphasis on delivery of the reporting deliverables identified in the
guidelines, covering both ESG reporting to Authorities within the ACCESS
Pool and Pool level ESG reporting.

The procurement process for the provision of that advice required the
successful bidder to demonstrate a sound understanding of the LGPS, the
pooling agenda and the current and ongoing developments of ESG/RI
challenges and opportunities presented to the Pool.

The ability to demonstrate effective engagement and delivery of outcomes
with the ACCESS community and the ACCESS ESG/RI Guidelines was also
considered essential. As was an understanding of the ACCESS Pool, its
stakeholders, objectives, and principles, an understanding of each of the
ACCESS Authorities, their stakeholders, objectives, principles, and key
beliefs including detailed knowledge of their existing and developing ESG /
Rl policies, and detailed knowledge of ACCESS’s ESG/RI Guidelines.

Finally, the capacity to support the delivery of the Pool’'s ESG/RI reporting
requirements to satisfy the needs of the eleven ACCESS Authorities and the
Pool’s Joint Committee was considered paramount in the selection process.

As part of this review, it was specified that any reporting arrangements
put in place as a result would need to meet the many and varied reporting
requirements of the Authorities, now and in the future. Whereas historic
investment reporting had predominantly focussed on asset holdings and
performance, we recognised that future reporting requirements would
likely place a greater emphasis on stewardship matters, such as:

* Voting activity, and variances from the Voting Guidelines;

* Engagement activity, along with outcomes achieved;

¢ Details of divestments made on ESG factors;

* Carbon intensity of specific investments and portfolios; and

* Content to enable the Authorities to complete their own Stewardship Code
2020 and TCFD reporting.

Changes made to the way in which ACCESS reports its stewardship activity
to its members is ongoing, and we look forward to further commenting on
these in future stewardship reports.

Additional Third-Party Reporting Expectations

The Pool’s custodian, Northern Trust, is required to provide the Joint
Committee with:

* Investment accounting and valuation information relating to the
investment arrangements managed by the Pool’s investment managers.

* Performance information relating to the investment arrangements
managed by the Pool’s investment managers.

* Custody safekeeping reconciliations relating to the assets, derivatives
and cash associated with the investment arrangements of the investment
managers.

¢ Securities lending activity, including information covering the recall of
assets on loan for voting.

* Confirmation of the successful submission of votes cast on behalf of the
Authorities through its agents.
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Signatories systematically integrate stewardship and investment, including material environmental,
social and governance issues, and climate change, fo fulfil their responsibilities.

Embedding Rl into the
Management of the Pool’s Assets

ACCESS expects the investment managers appointed by Waystone on the Pool’s behalf to demonstrate
leadership in addressing and communicating ESG/RI issues in their investment process across all the
asset classes they are retained to manage, and requires Waystone to monitor such performance.

In addition, ACCESS requires Waystone to report any potential stewardship issues or concerns it has
identified in the Pool’s investment managers to the ACCESS Support Unit (ASU).

The above requirements are supported by regular meetings between the Pool’s Investment User Group
(IUG) and ACCESS’ investment managers, during which matters of performance, responsible investing
and stewardship are discussed in more granular detail.

This is also a forum for the Pool’s Operator to provide an update to Officers on any matters that
need to be brought to the attention of the Authorities that are invested in particular funds. It is also
an opportunity for Officers to hear from the Operator on the due diligence that has taken place with
relevant investment managers over the period.

ACCESS expects the active investment managers to report on their ESG/RI factor integration
approaches for all asset classes. Investment managers in the Waystone ACS are required to describe
how, and to what extent, they incorporate ESG/RI issues into their investment processes. The Operator
is required to conduct extensive due diligence in regard to the ESG stewardship competence and
performance of any prospective investment managers. And any new investment managers appointed
by the Operator are required to disclose their ESG/RI approaches at the time of their consideration for
appointment.

R i e e i
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ESG Priorities

Commencing January 2024, ACCESS engaged PIRC to collate the ESG priorities set independently
by each of the Pool’'s member Authorities, which we have captured in Table 1 below.

Table 1: A Collation of Individual Member
Authorities’ ESG Priorities

ENVIROMENTAL SOCIAL GOVERNANCE

Net zero Labour practices Governance

Resource scarcity Health inequalties Diversity, equity and inclusion

Waste Supply chain employee
consideration

Renewable energy and Gender equality and social
technical solutions inclusion

Water security and access Eradication of poverty and
to sanitation hunger

Each of the Pool’s eleven Authorities has agreed climate change as a priority issue. This focus is
also reflected in the Pool’s Rl and Voting Guidelines, which the Pool’s Operator is instructed to
ensure are adhered to by its investment managers.




We support the objectives of the Paris Agreement and believe that keeping a global temperature
rise this century to well below +2°C relative to pre-industrial levels is entirely consistent with
securing strong financial returns. Accordingly, we expect the Pool’s investment managers to
make climate risk a key component of any engagement process on ACCESS investments.

In respect of reaching agreement on where the Pool (as opposed to the Authorities) should place
additional ESG focus - outside of climate change - a meeting of the Pool’s ESG/RI sub-group
requested priorities o be formalised under the three headings below:

ENVIROMENTAL

SOCIAL

GOVERNANCE

Achieving the prioritisation suggested above would facilitate the establishment of ESG themes,
on which members could agree and via which the Pool might achieve greater focus for the work
of its Operator. This work is ongoing and we look forward to reporting on the outcome, and its
impact on the Pool’s stewardship in future submissions.




Principle 7

Monitoring Stewardship
Integration in the Pool’s
Investment User Group

Meetings

Each meeting of the IUG features a review of
two of the Pool’s investment managers, which is
facilitated by a presentation by each manager.
Waystone provides a market update to the IUG in
support of this, and overarching update on each
manager, which provides context for the IlUG’s
monitoring process.

ACCESS has created a template agenda/
question prompt for use in every IUG meeting.
The IUG meets with investment managers on a
monthly basis, rotating through a review of the
Pool’s manager activity and performance as the
calendar unfolds.

The template includes a designated ESG section,
with the intention of covering the manager’s
recent stewardship and voting activities (including
a check on whether the latter aligns with the
Pool’s voting guidelines), and discussion of the
carbon benchmarking statistics for the portfolio
in question.

In addition, each manager is asked how its recent
activity has addressed current regulatory and
reporting requirements, and how it is meeting
evolving demands and future developments in RI.

Finally, the manager is required to evidence how
ESG is embedded into investment by providing a
case study on a recent engagement exercise.

How Waystone Integrates
Considerations of ESG
into its Manager Review
Process

Waystone targets to have a current review of
each investment manager it analyses at each
manager’s year end, but as annual reviews they
should be no more than 12 months old.

The schedule of manager reviews has flexibility to
accommodate specific issues such as change of
control, new products, or to follow up outstanding
actions from prior onsite visits or ongoing
monitoring.

A Request for Information including a
questionnaire is used to obtain any available key
control documents prior to the on-site review,
and asks that investment managers tell Waystone
about their approaches to ESG; to Engagement,
Stewardship and Voting, and to Training and
Competence ahead of time.

Each final manager report includes a risk matrix
with Red, Amber, Green (RAG) status and
commentary on key metrics, which also highlights
issues that may evolve into risks, and which
therefore need monitoring.

A Red rating for any element of the review
process indicates Waystone has identified issues
that require remediation, and actions are set

out for all such ratings. An Amber rating means
Waystone has identified potential issues, in which
case actions will be stated if these are required. A

Green rating for any category means Waystone
has not identified any material issues, and that no
further action or monitoring is required.

Where Waystone has uncovered a risk tolerance
is exceeded with no remediation feasible, this will
be indicated with a separate rating.

Inits initial and annual reviews, Waystone
considers the resources, qualifications,
experience and infrastructure of each investment
manager to deliver a fund'’s objectives and to
adhere to its stated approach. Waystone expects
a firm’s activity to be proportional to the claims
made of a product: including its ESG credentials.

A satisfactory assessment would be expected
before a new fund proceeds to launch, and
findings of initial due diligence activities are
reported to the New Business and Product
Development Committee (NBPDC). The

final report is distributed to Waystone senior
management.

Waystone’s RAG ratings are provided to its
internal Investment Risk Management and
Performance Committee (IRMPC). The IRMPC
meets monthly to enable discussion of any RAG
findings to be integrated with discussion of
performance, risk and sustainability issues that
have been separately highlighted. The IRMPC is
the primary oversight committee at Waystone for
risk and performance issues including ESG.



Waystone uses three different RAG ratings for
different purposes, at least one of which always
includes an assessment of the suitability of RI
activities in the fund. It expects managers to
evidence commitment to frameworks including
the Stewardship Code, PRI and Net Zero. And it
routinely assesses the resources, infrastructure
and sophistication applied to a manager’s ESG
activity to determine if these are proportional to
any sustainability claims made by the manager.

Waystone’s review of a manager will examine:

The extent of resources devoted to ESG activity;
Whether the manager has a specialist ESG
team;

The source and use of relevant ESG data;

Evidence of any insight in the way data is
gathered;

The extent to which corporate engagement is
consistent with stated policy; and

Whether there is evidence of a link between the
ESG activity and portfolio construction.

In the case of a multi-credit manager that was
being onboarded to the Pool in this reporting
period, Waystone found, for example that the
manager could have ‘hidden’ behind the lack of
data coverage for credit assets. Nonetheless, it
uncovered a commitment within the manager
to go beyond the simple regulatory reporting
with which it could have complied, to persist
with an innovative approach to making
insightful inferences about the energy ratings of
mortgage-backed securities, even in the absence
of easily available commercial data.

Waystone UK staff are offered training including

the MSCI ESG certificate. Less structured training
and updates are provided by legal firms working
for the Group, and organisations such as the
Investment Association. Additionally internal
training is offered periodically.

ESG fund reviews are a standing agenda item

at the monthly IRMPC meetings, and include
assessments of the policy compliance of funds to
their stated policy.

Waystone UK currently uses Bloomberg’s

ESG module for a variety of risk and analytics
purposes including liquidity analysis, risk analysis,
attribution, and the oversight of ESG issues.

In 2024 this is being enhanced by the addition

of MSCI’s ESG analytics services delivered via
Bloomberg.

Bloomberg’s ESG module allows Waystone to
assess the ESG credentials of issuers across
several thousand metrics including carbon
emissions, and compliance status (including net
zero status, UN Global compact and Governance
norms). Bloomberg provides scores across the

S & G dimensions based on disclosure, via which
Waystone uses disclosed hierarchies to enable it
to assess the root cause of a low score.
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Waystone also uses Bloomberg to screen for compliance with various
sanctions regimes. It also employs variety of available climate metrics that
indicate alignment to Paris targets and the likely short, medium, and long
term outcomes of measured alignment.

Waystone has been building reporting templates in Microsoft Power Bl for
fund level analysis and reports as well as more efficient distribution, and is in
the process of adopting MSCI as the prime ESG data source with associated
fields being made available in Bloomberg. MSCl is Waystone's preferred
solution for TCFD as it believes it to be an industry standard, with superior
reporting capability. That said, although this adoption is now progressing
quickly, it did delay this year’s reporting.

All manager reviews include analysis of an investment manager’s
remuneration policy and how this aligns the interests of staff and investors
in Waystone funds, an outline of the ESG framework the manager utilizes
and how this is enforced and monitored, whether and how the manager
extends it approach to Rl to the application of ethical filters, the manager’s
engagement activities, and an exploration of how proxy voting decisions are
made and who makes them.

The review process is designed to ensure:

* That a particular strategy’s ESG or sustainability claims can be verified;
* That evidence that engagement is effective is present;
* There are no inconsistencies in approach with respect to Rl; and

* The facilitation of a spot check of voting behaviour and outcomes in line
with client wishes.

Actionable events must include a date for follow-up and are reported to

the IRMPC and recorded in an Action Log. The IRMPC receives updates on
the review schedule and specific outcomes including actions and timelines.
Further commentary on actions and recommendations are provided to the
IRMPC as they are resolved. The IRMPC may refer any item to Waystone’s
Risk, Audit and Compliance Committee (RACC) for further consideration.
The RACC is a Board level Committee that is chaired by an independent non-
executive director of Waystone UK. (If necessary, matters may be escalated
by the IRMPC to the RACC).

Where deficiencies are noted in the report these are reported to the
investment manager in question, together with a statement of Waystone’s
expectations to close the actions.

Each of Waystone’s investment manager reviews is structured around four
pillars of ESG:

ESG-related policies,

governance and oversight Materiality

Contributing to ESG risk

mitigation and value
creation

Climate Change

ESG-related policies, governance and oversight

Understanding and appraising the manager’s commitment to responsible
investment, including the governance of its commitment to Rl, its policies,
and implementation.

This extends to analysis of the degree to which relevant individuals are
qualified to integrate ESG into investment processes: if and how ESG
objectives are incorporated into performance reviews and compensation;
how ESG objectives are defined and measured and to which positions they
apply; how investment professionals and other staff are equipped and
trained to understand and identify the relevance and importance of ESG
risks and opportunities, an assessment of any external resources used by
the manager, and which international standards, industry (association)
guidelines, reporting frameworks, or initiatives that promote Rl to which the
manager has committed.

Materiality

Understanding and appraising how the manager identifies material ESG
risks and opportunities in its investments, and how these affect the selection
of the manager’s investments.



How the manager conducts ESG materiality analysis for potential
investments, how it conducts due diligence on potentially material ESG risks
and opportunities, and what tools, standards and data it uses to determine
which ESG risks and opportunities are material - with a requirement that
these are evidenced in recent examples.

Discussion also centres on how considerations of ESG factors have led to the
abandonment of certain investments, how they have impacted the valuation
of investments, and how these are reported to, considered, and documented
by the ultimate decision-making body, such as the investment committee.

Understanding how, and the degree to which, the manager exerts influence
on investee companies to proactively address ESG risks and opportunities.

Whether a manager develops ESG-specific value creation plans for investee
companies, and how these are defined, implemented, and monitored.

How the manager uses interaction with the board to monitor, influence,
and incentivise the portfolio company’s management of ESG risks and
opportunities: ensuring that adequate ESG-related competence and
resources also exist at the company level.

Which ESG performance indicators the manager monitors and tracks,
and how these are used, including any targets set for investee companies
and insights into to how the company facilitates the monitoring of ESG
performance in its reporting and disclosure.

Understanding how the manager integrates specific considerations of
climate change risks and opportunities into its investing.

Each of the pillars on the previous page feature regular analysis and
discussion of climate change issues that includes a focus, for example, on
the frameworks and tools the manager uses to identify and assess climate
transition and physical/adaptation risks and opportunities, including the use
of scenario analysis.

To ensure that considerations of climate change are given appropriate
weight it also sits within its own category, which extends to analysing

Principle 7

and appraising how the manager measures and reports the
greenhouse gas emissions associated with its investments, and
which (if any) climate related performance measures and targets
it sets portfolio companies. Analysis of the manager’s TCFD
report is also conducted, if it has one.
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RI Resourcing at Waystone

The acquisition of Link Fund Solutions by Waystone increased staff numbers
and enhanced skill sets at the Pool’s Operator across a range of business
areas and enhanced its capabilities on Rl issues.

Rl is being embedded across all of Waystone’s activities. For example, its
working group for implementation of the FCA's Sustainability Disclosure
Requirements policy draws members from multiple teams. One development
of particular note since 2018, when ACCESS first appointed Link/Waystone,
is the creation of the Value Assessment (VA) team which now numbers 15.
The VA process including the Value Assessment Committee (VAC), which has
board level representation, looks to test fund outcomes including Rl against
expectations.

Waystone is also in its second year of TCFD reporting, which has prompted
upgrading of data providers, systems, and resources that will be valuable
across all aspects of the firm’s Rl activity.

Finally, ESG/RI has become a standing agenda item for Waystone’s
governance committees, as well as its reviews of investment managers.

The Integration of ESG and Rl into
the Pool’s Operator Agreement

In terms of integrating ESG and Rl into the stewardship of ACCESS’ pooled
assets, ACCESS requires Waystone to:

* Assess potential Investment Managers’ approach to sustainability and
consideration of sustainable investment approaches when carrying out
due diligence prior to appointing a new Manager.

* Engage with Investment Managers on an ongoing basis to ensure ESG
factors are embedded into their investment processes.

* Ensure that Investment Manager Agreements set out specific expectations
and objectives in relation to ACCESS ESG requirements, and that

performance against these will be monitored, and reported to the
Administering Authorities as part of the routine investment manager
engagement meetings.

* Engage with key stakeholders regarding the ACCESS Responsible

Investment guidelines and voting requirement, to ensure implementation
and enforcement of the ACCESS voting guidelines.

* Support ACCESS members in their participation in any relevant class
action lawsuit.

In turn, the Pool’s Investment Managers are required by Waystone to
report to ACCESS on the following ESG/RI metrics every quarter:

* Commentary on ESG activity during the quarter;

¢ Information on engagements carried out in the reporting period;
¢ Detailed case study of one engagement;

* Managed portfolio carbon-intensity metrics; and

* Compliance with any other future reporting requirements.

Via the reporting mechanism cited above, the Pool’s Investment Managers
are also required to provide a summary factsheet on each of the Pool’s
sub-funds to enable a comparison of strategy and objectives. This report
includes a description of how the manager incorporates ESG into the
relevant investment process, and how it will comply with any other future
reporting requirements.

Waystone is also required to orchestrate at least an annual meeting with
each of ACCESS’ investment managers, via the Pool’s IUG. Working with one
of the Pool’s technical leads, Waystone groups such meetings under common
themes and suggests a particular focus for each meeting.



Additional Investment
Service Providers

Following a joint procurement in 2017, UBS acts
as the ACCESS Authorities’ investment manager
for passive assets. UBS has been working with
Authorities, as highlighted opposite, to ensure

a smooth transition into a low carbon version of
its original index showing the firm’s commitment
to the Pool and to the Rl goals of its constituent
Authorities.

ACCESS has been working with Apex Group since
October 2023, having procured MJ Hudson as
implementation advisor for the pooling of illiquid
assets including private equity, private debt,
infrastructure and real estate in 2022, following a
procurement via National LGPS frameworks.

As implementation advisor, Apex provides
support to the Pool in selecting individual
investment opportunities and investment
managers to build portfolios in a range of illiquid
assets. Apex has developed a distinct programme
of activity on behalf of the Pool across multiple
asset classes and has also been highly responsive
to individual fund needs in and around that
planned programme: for example by prioritising
timberland, long-lease property and investments
in social/affordable housing.

ACCESS has also appointed CBRE to undertake
property mandates for both UK Core and Global
Real Estate, and work on other non-listed assets
continues.
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Since our relationship with CBRE and Apex are still in their infancy we are yet to set reporting
requirements in regard to the services these two firms provide to the Pool. We look forward to sharing
these requirements in future reports.

In 2022 the Essex Pension Fund Investment Steering Committee reviewed the alignment of
all its investment mandates to the Fund’s Rl Policy and then worked in collaboration with
ACCESS and UBS, its index tracking manager, to develop a new ESG fund, designed to
invest in companies believed to be best placed for the transition to a low carbon economy.

The fund was launched in September 2022 with a £1.5bn investment. The UBS Global

Equity Sustainable Transition Fund not only aligns to ACCESS’s 2050 net zero aspiration,
but also to many of the ACCESS Authorities’ Rl priorities and the United Nations
Sustainable Development Goals.

Also working in collaboration with ACCESS and UBS, two of the Pool’s Administering
Authorities worked to transition their original RAFI investment into a low carbon version
of the index. In doing so, the weighted average carbon intensity (WACI) of each fund,
whether based on $1m sales or Enterprise Value Including Cash (EVIC) was reduced by
over 50%, with both funds on target to reduce carbon emissions yearly by 7%.

In support of the above, the data presented in Table 2 below, shared by UBS, reproduces a time series
analysis of the ACCESS Equity Life Fund’s WACI numbers since the year end 2020.

This analysis is based on the Equity Life Funds ACCESS held as at Q1 2024. Blank cells indicate where
historical data is not available to UBS (for example, because a fund has only recently launched).

For the standard market cap/index tracking funds, changes in carbon metrics over time result from
changes in the underlying index/data disclosures, etc.

Funds with ESG benchmarks or UBS climate tilts are highlighted. Of these, only the Sustainable
Transition Fund is explicitly net zero aligned. (For example, the UK Life Climate Aware fund has a
lower-than-benchmark CO2 intensity objective. However, it does not specifically incorporate a net zero
glidepath).


https://www.ubs.com/uk/en.html
https://www.apexgroup.com/insights/apex-group-completes-acquisition-of-mj-hudson/
https://www.cbre.co.uk/
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Table 2: Weighted Average Carbon WEIGHTED AVERAGE CARBON WEIGHTED AVERAGE CARBON
Intensity of ACCESS’ Equity Life Funds INTENSITY (tCO2e/USDm SALES) INTENSITY (1CO2e/USDm EVIC)

UBS Life UK Equity Tracker Fund 134.21 120.74 79.26 82.16 92.16 5.7 63.05

UBS Life Japan Equity Tracker GBP 92 24 76.57 71.68 6611

Hedged Fund ; ’ ; ;

UBS Life North America Equity 101.57 34.8] 32.08

Tracker GBP Hedged Fund

lFJB:dL'fe Climate Aware World Equity 6539  62.21 67.41  50.65 99.05 2754 2631 2528
u

UBS Life Climate Aware World Equity 66.83 6415 6755  50.68 47.4 40.22 2792 3245 2633 2497

GBP Hedged Fund

Transition Fund (hedged) ; ; ; ; ; ;



Re-Procurement of
the ACS Operator

ACCESS is currently preparing for the re-procurement of its ACS Operator

services. The Pool’s contract with Waystone was for a five-year term

with the option to extend at the end of the five years by two years which
ACCESS took up. This contract expires in March 2025. We have therefore
commenced a tender process, which is due to conclude in the second half
of 2024. We look forward to sharing with you the identity of the successful
partner to the Pool in this regard in next year’s stewardship report.

For now, we can share that the tender process for this procurement specifies

the details below.

Corporate Governance

and Stewardship

1. The Operator will be required to adopt and integrate the investment
strategy requirements of the investing Authorities and the ACCESS RI
Guidelines to ensure on-going strategic alignment.

. The Operator must demonstrate a well-considered process, with
evidence, for assessing investment managers’ approaches to

sustainability, to ensure more risk aware managers being appointed, and

investing in better run companies.
. The Operator will perform an assessment of ESG factor integration,

stewardship approach and the consideration of sustainable opportunities

of each sub-fund manager and ensure ESG is embedded into an
investment managers investment process.

. The Operator is expected to participate in a continuing dialogue with
Administering Authorities on the implementation of ESG/RI within
investment processes and the impact of the sub-fund investment
manager’s voting and engagement activity, to provide evidence of any
active ownership activities on investments held.
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The Operator is also expected to report to Administering
Authorities any potential issues or concerns identified and
provide information on any remedial action, including timescales.

The Operator should also have regard to the requirements of the

Stewardship Code. New Investment Management Agreements
entered by the Operator must set out specific expectations
regarding resourcing, deliverables, targets and/or objectives in
relation to ESG. Monitoring of these will be carried out by the
Operator, reported to Administering Authorities and form a part
of the routine investment manager engagement meetings.

Voting

The Operator is required to ensure voting rights attached to
investments held in the Pool’s sub-funds are exercised in line with
the ACCESS Voting Guidelines and that any assets out on loan are
recalled with sufficient time to permit votes to be cast.

Where sub-fund investment managers do not adopt the positions
set out in the Voting Guidelines, the Operator must ensure

a robust explanation of the position adopted on a ‘Comply

or Explain’ basis is provided to the relevant Administering
Authorities.

The Operator will facilitate the use of any proxy voting services,
if required by the Administering Authorities.
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Assisting the Pool’'s Member
Avuthorities in Class Action Lawsuits

We recognise there may be instances where voting and/or engagement
activity fails to bring about the required stewardship results, or information
becomes available concerning shortcomings or inappropriate actions taken
by investee companies.

In such instances, ACCESS will support any Authorities that choose to seek
redress for any financial loss they believe they have suffered by participating
in securities litigation.

It will, for example, provide help in coordinating action across Authorities
and work with the Authorities and Waystone to ensure any portfolio holding
information needed to evidence any claim is sourced and provided in a
timely manner.

Waystone is also required to assist any Administering Authority that chooses
itself, or together with any other Pool member, to seek redress via legal
proceedings from any third party for loss or damage wrongfully caused to
an investment it beneficially owns entirely or as a tenant in common.

Such assistance includes ensuring that all portfolio holdings and
transactional information and other evidence needed to support any claims
relating to such loss or damage is accurately sourced and provided to the
relevant Authority in a timely manner, and the taking of such further steps as
are necessary or expedient to pursue and obtain redress.

The Operator is also required to additionally direct the Pool’s Depositary
to provide such assistance as is needed and requested by the Authority/
Authorities seeking redress.



Protecting Human Rights
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ACCESS places emphasis on the Operator to ensure that the Pool’s voting and
engagement activity is aligned with its Rl and Voting Guidelines: that reporting on this
activity is shared with the Joint Committee, and that relevant Investment Manager
actions are discussed in the Pool’s Investment User Group meetings.

In keeping with the Pool’s Guiding Principles, the rationale for this approach is that it
avoids unnecessary complexity and provides a cost-effective way of delivering the
Pools commitment to RI.

That said, our principles hold that we should always be prepared to evolve
our approaches to stewardship. Mindful of the need to continually review the
effectiveness of our Rl activities, the ESG/RI Sub-Group convened a special meeting in
March 2024 to initiate the process of exploring the costs and benefits of procuring the
services of a Voting and Engagement Provider to facilitate the delivery of the Pool’s =
commitment to responsible investing.

The benefits of working with a voting and engagement provider will be measured
against the effectiveness of the Pool’s current approach, and the Pool’s principles of
ensuring value for money and local sovereignty. . .

Deliberations are ongoing within the Pool’s corporate governance pathway, and we
look forward to reporting on the outcome of this process in our next stewardship

report.
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Signatories monitor and hold fo account managers and/or service providers.

Monitoring and Holding the

Pool’s Service Providers to Account

The ACCESS Joint Committee is responsible for overseeing the activities of
the Pool’s Operator (Waystone), and for monitoring its performance.

An Operator Agreement specifies the terms on which Waystone is required
to deliver its services. This agreement requires Waystone to prepare and
present reports to the ACCESS Administering Authorities, which include a
comparison of achieved KPIs with target KPlIs in the measurement period

in question, together with measures to be taken to remedy any deficiency
in achieved KPlIs. (See Table Four below for additional details on the type of
meetings ACCESS conducts with the Pool’s Operator, their frequency and
the performance monitoring objectives of each).

The Operator Agreement has been executed by each Authority in
counterparts so there is a single Operator Agreement. Any amendment
therefore has to be made by each of the Authorities to be effective

Where there has been a failure by the Operator to deliver the services
detailed in the Operator Agreement, or if a material issue is raised about the
standard of services or about the manner in which any services have been
supplied or performed by the Operator, ACCESS is entitled to investigate
and escalate any issues in accordance with the Escalation Procedure
contained within the Operator Agreement.

A repeat of a previously resolved default will result in processing that default
by the relevant escalation path set out in the Escalation Procedure. And a
third instance will be deemed as a material breach of the Agreement.
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In order to continue to test Waystone on its service provision, the KPIs
embedded in the Operator Agreement have been expanded twice through
formal Change Control in this reporting period.

As part of the Operator re-procurement process, the Pool’s Officers, its
professional advisors and senior staff at the Depositary have reviewed the
provision of KPIs in the Operator Agreement to test areas of service delivery,
and to ensure there had been no prior critical oversight. These parties gave
assurance that the existing KPIs set for Waystone are fit for ACCESS’ current
purpose, and for future Operator requirements.

Under the terms of the Operator Agreement the Operator is expected to
have a dedicated Client Team in place which is able to deliver all agreed
requirements to the desired standard.

Upon request, the Operator is required to provide educational training to the
Pool’s elected Members and Officers on the delivery of its services and on
the risks of such service delivery.

Additionally, the Operator is required to give details of an appropriate
escalation path within its organisation for use in the event that the ACCESS
Support Unit (ASU) and/or the Administering Authorities experience
problems with any aspect of the Operator Agreement.
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Expected Operator Engagement Protocol

Regular contact with the Pool’s Operator is a matter of course, and formal engagement with the Operator allows for
systematic review and oversight of its activity. This is scheduled ahead of time and is described in table four below.

Table Four: Scheduled Meetings with the Pool’s Operator

MEETING TYPE ACCESS ATTENDEES FREQUENCY OBJECTIVE
Strategic Relationship © Joint Committee ° Quarterly, and ad hoc ° Ensure strategic alignment between Host Authority
Review * Pool Director as required and Waystone

° Contracts Manager

Monthly Service Review © Officer Working Group ° Monthly ° Provide updates on open projects or issues
° Pool Director ° Discuss monthly KPI review
° Contracts Manager ° Discuss outstanding issues and risks

* ACCESS Support Officers
* Officer Working Group as required

Investor Day ° Open to dll involved parties ° Annudl * Open day for presentation on Investment Manager
strategy and performance

Secion 151 Officers * Section 151 Officers ° Asrequried * Update on topical issues
° Pool Director
° Contracts Manager
° Client Manager




Third Party
Management/Sub-
Contractors

In order to extend its oversight of stewardship to providers the Pool'’s
Operator might employ to deliver its services, the Operator is required
to state if any other part of its supply solution requires the use of sub-
contractors.

As a minimum, the review framework the Operator has in place for its own
oversight of such suppliers must include:

* Details of the engagement schedule undertaken with sub-contractors
(such as an annual plan); individuals attending from the Operator and sub-
contractor; and the method of oversight (i.e. desk based or in person);

* An outline of areas that are reviewed as part of the due diligence process
(such as management of risks - including cyber -, internal controls and
compliance with ISAE 3402 controls, or equivalent);
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* Details of the escalation process if action is required; and

* Reporting on how conclusions, outcomes and agreed actions from the
above are reported to ACCESS.

The Operator is expected to provide regular reporting on the outcome of
this oversight to the ACCESS Joint Committee including any key findings and
action points agreed with the sub-contractor (including timescales), and
any material findings that would cause the agreed escalation process to be
activated.

The Operator will also provide reporting on due diligence prior to
appointment of any third parties and test quality and costs at least every
three years, or as required.




Principle 8

Investment Manager Oversight

We have reported extensively under Principle 6 and Principle 7 in regard to
how ACCESS holds its investment managers to account, working through
Waystone. Here, we can report additionally that the Chair of the ACCESS’
Investment User Group (IUG) gives a verbal update on an ad hoc basis to
the Officer Working Group in respect of the Pool’s regular meetings with
investment managers. This does not get reported to Joint Committee in the
normal course of business. However, any issues arising with an investment
manager are raised via the Pool’s Sub-Fund Implementation Report (SFIR),
which originates from the [IUG and/or from the Pool’s Listed Sub-Group
(LSG).

Should any investment manager issues arise, however, it is more likely
Waystone will have had an immediate conversation with the ACCESS
Support Unit and the respective managers, before presenting these to
the Joint Committee. A Pool client manager may also present investment
manager issues to the Joint Committee via the SFIR and, in respect to
quarterly investment performance, the Chair of the IUG presents to the
Joint Committee.

The Joint Committee also receives an Investment Performance report each
quarter which highlights the performance of each sub-fund in the quarter
and their voting activity. As the Pool has expanded, the requirement for a
Voting & Engagement provider has been highlighted and is being reviewed
by the Pool.

Supporting Waystone’s
Commitment to Sustainability

ACCESS is an engaged customer of Waystone and has participated in
regular conversations with this service provider to enquire about its own
approach to Sustainability.

In addition to rating how the Pool’s incumbent and prospective investment
managers manage their own ESG risks and opportunities, Waystone

has now established a Group Sustainability Committee (GSC) that has a
reporting line to the firm’s Chief Operations Officer. The GSC is charged
with ensuring Waystone’s commitment to Sustainability, and with overseeing
its ESG strategy and initiatives.

Waystone has grown rapidly through acquisition over the past few years
and ACCESS is pleased to see it is now taking stock of its position on
Sustainability by completing a double materiality assessment. Through
engaging with its stakeholders including staff and senior management,
investors, clients, and service providers, this process will form a renewed
vision of what Sustainability means to Waystone and its people.

The GSC compirises individuals across Waystone senior management; across
the company’s product lines, and its support functions to bring diverse
perspectives to bear on this issue and to ensure progress.

Waystone is a signatory to the UNPRI and has committed to set emissions
reduction targets, in line with the Science Based Targets Initiative (SBTi)
criteria and recommendations and to submit these targets to the SBTi for
validation by June 2025.

It will also be developing a list of sustainability issues that matter most to
its staff, and a new sustainability policy and approach to sustainability
reporting, which will follow during the second half of 2024.
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An Emerging Markets fund was proposed for launch in this reporting period, following a search by the Pool’s consultant.

During the initial due diligence, Waystone became uncomfortable with an inconsistency between the commentary of the risk team at the
investment manager and the implementation and feedback from the investment management team, which revolved around the fund’s positioning
in Russia prior to the conflict with Ukraine.

Waystone conducted follow-up meetings with the investment team. However, its concerns were not fully alleviated. It therefore formally escalated
the matter to ACCESS and the consultant for approval to progress with the launch.

In the period since, the investment manager has worked to strengthen its oversight of risk, and we have witnessed a shift in focus by the manager
to highlight risk management in its reviews and presentations.

Waystone has also highlighted a number of instances of corporate activity such as acquisitions or mergers, which have elevated concerns about
the allocation of resources to strategies in which the Pool is invested. It has, for example, reviewed the departure of individuals or teams for a
variety of reasons. Although succession planning is covered in the annual review Waystone submits to ACCESS, if these departures are deemed to
be material, it will notify the Pool.

In 2023, for example, Waystone noted management changes at one particular investment manager in two strategies in which ACCESS had an
investment, and it ensured these were discussed on multiple occasions at the Pool’s Investment User Group (IUG) meetings. In one of the cases, a
portfolio manager Waystone rated highly took a career break and, shortly after Waystone had concluded its due diligence process for the period
in question, was replaced by two managers whose backgrounds were in European and UK equities while 70% of the World index is comprised of US
stocks. Waystone gave the new managers time to settle in and visited them on-site to verify their approach, as it believed that an understanding of
particular (US) market nuances can only be acquired over time. That follow up due diligence found the managers to be competent and thoughtful

- and backed by an extensive team of experienced analysts. Waystone therefore reported having no outstanding actions, and that the strategies
would be monitored in line with standard processes. Should any performance issues arise it would, of course, investigate on the Pool’s behalf and
report as required.

Waystone has also been encouraging clearer investment manager reporting on the effectiveness of the managers’ engagement activities and
specific Rl outcomes - by, for example, asking managers to provide more evidence of their engagement process; whether it has the extent of
impact the managers claim, and if it is proportionate to the expectations of the fund.

Elsewhere, Waystone has noted how important the IUG is as a forum in which the Pool’s investment managers can communicate their investment
strategy, and how outcomes may have been shaped by current market conditions. It has further noted these presentations typically include a
great deal of ESG process information and data - yet with very little manager commentary on how these factors have shaped portfolio decisions.
Waystone has therefore provided feedback to these managers requesting greater connection and clarity between the ESG integration process
and the information provided to ACCESS.
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Signatories engage with issuers fo maintain or enhance the value of assets.

ACCESS expects the Pool’s investment managers to conduct ESG
engagements on its behalf. Being closer to the subject than it’s possible

for the Pool to achieve and possessing the developed ESG expertise that

the Waystone review process requires, we believe the Pool’s investment
managers are best placed to identify those ESG risks that are most

material to relevant portfolios. That said, we do require all our investment
managers to be mindful of the risk that climate change presents to the Pool'’s
investment returns, and it is likely that, as ACCESS develops additional ESG
priorities, further direction will be given to the Pool’s investment managers.

Waystone monitors the engagement activity of the investment managers
on the Pool’s behalf (and we have also documented under Principle 4 how
Waystone works seeks to address market-wide risks and otherwise support
the functioning of the financial system). Managers are required to report on
their activity to Waystone and ACCESS. And engagements are frequently
discussed with relevant managers in the Pool’s monthly Investment User
Group meetings. A number of ACCESS’ Administering Authorities also
receive regular stewardship reporting, and voting and engagement data
locally, which further facilitates monitoring of investment manager activity
at the Pool level.

All of the investment managers appointed to manage money for
participating Authorities are signatories to the United Nations Principles
of Responsible Investment, and all UK-based investment managers are
signatories to the UK Stewardship Code 2020.

Overleaf we present case studies of investment manager engagement in
action in one of the Pool’s active equity mandates, and in a passive equity
mandate.




Fidelity International Engagement
with Baidu Concerning Ethical
Artificial Intelligence (Al)

Engagement Objective

Fidelity wishes to better understand and raise the bar on ethical practicesin
the development and deployment of Al.

In this meeting Fidelity sought to better understand Baidu’s consideration of
ethical Al in its business strategy, operations, governance, and disclosures.
The company talked Fidelity through its approach, which allowed Fidelity
to acknowledge Baidu’s progress and to provide some specific areas of
guidance for further improvement.

Al has the potential to enhance Baidu’s operations and increase value,

but Fidelity engaged with the company on the ethical application of these
tools and the transparency with which these are reported. For example,

the current disclosures are a good start, but commentary is largely
observational and aspirational rather than specific and underpinned with
definite commitments. Providing more detail regarding how the company
follows ethical Al principles in its business operations, along with a more
detailed and clearer descriptions of internal governance mechanisms, would
be more closely aligned to best practice.

Outcome Achieved

Baidu told Fidelity it is developing an increasing awareness overall of
the importance of ESG, with significant time being dedicate to the topic,
although ethical Al is one of the more nascent topics for the company.

In Progress
Fidelity offered to provide further information, input, and feedback at any
time, for which Baidu expressed appreciation.

Fidelity expects ongoing engagement with the company on this issue,
following this initial discussion.
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UBS Engagement with Glencore
in the UBS Passive Mandate

In early 2024, Glencore published an updated climate action transition

plan with expanded discussion on the strategy for its coal business, and a
data provider upgraded its assessment of the management of community
relations at Cerrejon Coal. UBS wishes to keep continued engagement on
the climate action transition plant and further improve community relations
in Colombia.

Engagement Objective

In recent years, UBS engagement with Glencore has covered a range of
topics and they have seen a number of positive changes at the company.
These have included board and senior management changes, the
introduction of a new internal compliance system in response to bribery
and corruption charges, and an overall enhancement in sustainability
performance. One key operational improvement has been the reduction in
fatalities in the company’s mining operations. As a result of these changes,
UBS engagement focus has steadily shifted to two additional topics.

First, climate: Glencore published a transition action plan nearly three years
ago and UBS is engaging to gain clarity into the company'’s strategy, with a
particular focus on the managed decline of its thermal coal mining business.

Second, community relations: Glencore’s acquisition of full ownership of
Cerrejon Coal in Colombia has brought longstanding community relations
issues within the direct scope of the group. Here, the UBS engagement is
focused on ensuring good management of community relations in a complex
social situation.

Action

UBS has been engaging with Glencore on climate change issues for more
than three years. This has included discussions with the board chair,

the head of sustainability and investor relations. In 2021 UBS supported
Glencore’s Say on Climate reflecting the overall depth and detail of its first
climate transition action plan which incorporated targets for a significant
reduction in scope 1, 2 and 3 emissions. Since then UBS has continued to

engage with a focus on the strategy for the coal division, and especially for
greater transparency into Glencore’s plans to manage a reduction in overall
thermal coal production. During this period, discussion has been against

the backdrop of Glencore’s purchase of a full interest in Cerrejon Coal, the
proposed merger with Teck Resources and the recent announced acquisition
of Teck’s metallurgical coal assets.

With regards to community relations at Cerrejon Coal, UBS engaged with
the chair and head of sustainability, and has met with the Cerrejon Coal
CEO and her team. In November 2023, UBS also met with community
representatives and civil society organisations to discuss the situation.

Ovutcome Achieved

Glencore will present its revised climate transition action plan for
shareholder approval at its AGM in the first half of 2024. Engagements with
the company have highlighted actions it has been taking to review its plan
and UBS expects that greater detail on implementation, just transition and
policy advocacy will be provided. Glencore verbally confirmed its intention
to wind down its thermal coal assets while the pace of the reduction will be
determined by global policy, the stability of the global energy system and
pricing.

UBS meetings with Glencore and community representatives, as well as
its broader research, confirm the complexity of the social situationin

the La Guajira province which is the location of Cerrejon Coal. It is clear
that community relations reached a nadir around six years ago and that
action has been spurred by the intervention of the Constitutional Court.
More recently, UBS research indicates an improvement in the approach to
community relations, although legacy grievances remain and frustrations
are ongoing.

In Progress

Engagement on both the group climate change plans and the community
relations in Colombia are ongoing. Glencore’s openness to receiving

feedback from investors and its dialogue on both topics provides a
constructive backdrop to the UBS engagement.

UBS will be engaging further with Glencore on the details of the climate
transition plan. The extent to which the plan contains further information,



especially on the direction of the coal business, will be a factor in
determining its position on the upcoming Say on Climate vote.

Since late-2022, UBS has taken the view that Glencore was making sufficient
progress in managing the community issues in Colombia to allow UBS to
assess the company as demonstrating credible corrective action in line with
the UBS S| Exclusion Policy. In March 2024, one of the major ESG rating
agencies upgraded its view, removing its indication of a violation of the
United Nations Global Compact principles, following a reassessment of
Glencore’s role and actions.

UBS is continuing to engage with Glencore on community relations in
Colombia. This includes incorporating the insights from its recent contact
with communities into its engagement dialogue with the company. UBS is
focusing its interest in how Glencore progresses with Cerrejon’s community
consultation and agreements, and how the subsidiary implements the recent
update of the human rights impact assessment.
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Signatories, where necessary, participate in collaborative engagement fo influence issvers.

Our Collaboration with the
Local Authority Pension Fund Forum

ACCESS recognises it has a responsibility to work with others to improve how markets function, and to
influence the ESG performance of the companies in which the Pool invests. We also understand that it
is increasingly challenging for investment institutions that cannot match the scale of the world’s largest
asset managers to take leadership positions across a broad and constantly developing spectrum of
ESG issues.

This is one of the primary reasons why the Pool took the decision in 2023 to become a member of the
Local Authority Pension Fund Forum (LAPFF). Having researched a number of possible collaborative
partnerships we chose to join LAPFF as our first outreach to an organisation that has a specific purpose
to promote better stewardship.

Representing 87 LGPS funds and seven (of the eight) LGPS Pools, LAPFF concentrates over £350bn

of assets into singular ESG engagements. ACCESS is fortunate to have an Officer as a member of the
LAPFF Executive Committee that agrees the Forum’s work and sets its direction. Additionally, the Pool’s
Director also attends the Scheme Advisory Board’s Responsible Investment Advisory Group to keep
abreast of any developments.

LAPFF’s engagement work is informed by listening to the concerns of its members. Consequently,
LAPFF’s members get to choose which engagements to pursue, who to target, and how the
engagements are managed. This includes handing control to members over when engagements should
be escalated and when they should be concluded.

Working through the Forum'’s Executive Committee, members set the objectives, and specify the
milestones against which engagement success, or otherwise is measured.




Climate Change

LAPFF has been engaging with companies on climate risk and their
transition plans for many years and has seen a significant growth over the
last few years in the number of companies considering climate change and
developing transition plans - even if many of those plans need significant
improvement.

LAPFF also engages with government and policymakers to ensure policy
is helping to address risks, create opportunities and provide incentives to
change.

These activities are also strengthened by the LAPFF membership, as a cross
party collaboration involving local councillors across the UK, with practical

understanding of politics, regulation, and policy development.

Climate Voting Alerts

During the year, LAPFF issued climate alerts which covered over 50
resolutions: on, for example, climate transition policies and climate target
setting (including include all emission scopes, absolute emission reductions
targets and Paris-aligned targets). Around half of resolutions gained over
20 percent or more shareholder votes reflecting the level of support for
companies to improve their climate change practices and policies and which
provided a clear message to the companies.
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ACCESS asks its investment managers to vote in accordance with ACCESS’
voting Policy but to note the LAPFF recommendations and explain if

they have voted differently. We recognise that the research teams of the
investment managers may have a different insight to the advice LAPFF
offers, and they may not always agree on the best approach, so an
explanation is expected in these cases.

LAPFF’s annual work plan is shaped by its members. ACCESS therefore

looks forward to playing a role in helping to steer the Forum’s direction of
travel, and where it places its emphasis in the coming years. We also look
forward to reporting on our contribution to this collaborative work in future
Stewardship Reports, starting in 2024, together with a critical assessment of
the effectiveness of those LAPFF activities that are particularly important to
the Pool, and where any gaps might lie in this regard.

We plan to put a process in place to achieve the above by the start of the
next reporting period.
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Collaboration
in Action

The Pool’s investment managers participate
regularly in collaborations that are aimed at
improving the ESG performance of investee
companies. Reporting under Principle 6, we
shared the example of Royal London Asset
Management’s collaborative engagement with
BNP Paribas SA, and below under Principle 11, we
document Columbia Threadneedle’s collaborative
engagement with Meituan.

Working through the Pool’s appointed investment
managers is one of the avenues ACCESS uses to
encourage collaboration on its behalf. Another is
via LAPFF, which we expand on below.

In this reporting period LAPFF joined two other
investors in the CA100+ Working Group (the
Church of England and Northern Trust), seeking
to improve National Grid’s disclosure and
accountability on direct and indirect lobbying.

The CA100+ benchmark on National Grid places
it below its peer companies under indicator 7 on
lobbying. Alongside engaging with the company,
ahead of the company’s AGM, LAPFF escalated
its concerns by issuing a voting alert which
outlined its concern regarding lobbying and made
a voting recommendation related to an agenda
item on political donations. Shortly before the
AGM, the company pledged to publish its trade
association memberships and updated climate
policy ahead of the next AGM. LAPFF therefore

is seeking to ensure the company’s disclosure is
timely and of a high standard.

LAPFF has also been seeking to ensure the
company is more transparent about its plans

to support the energy transition and reducing
grid connection. The objective was to encourage
disclosure and to offer the opportunity to provide
feedback on the company’s approach in both
respects. LAPFF also sought a separate climate
meeting with the company and to write a letter
to National Grid seeking disclosure of industry
associations and an updated climate policy.

In November 2023, LAPFF together with the
Church of England wrote to National Grid,
stating expectations for its upcoming lobbying
report. At the end of November, LAPFF met

the company’s Chief Sustainability Officer of
National Grid and asked for an update on the
backlog of grid connections and an update on the
transition plan. The recent change in regulations
has enabled the backlog to start to be cleared.
This has been a main concern as the average
time between requesting a connection and being
offered one has increased from 18 months in
2019-20 to 5 years in 2023, as reported by the
company. The easing of regulations will allow the
company to terminate projects not progressing
and push projects which are ready to the front
of the queue. Given that the expected power to
be generated from these held-up contracts is as
much as 400 Gigawatts with connection dates
of 2030 or later, this change will help towards
decarbonising the power systems by 2030.
However, there is still a challenge in speeding up
building necessary infrastructure to physically
enable the grid connections.

LAPFF will monitor the effect of lifting these
regulations and how quickly the company clears
the backlog and is also looking for clarity in its
infrastructure development plans. The meeting
also discussed the new transition plan to be
published next year. LAPFF welcomed the fact
that this is likely to be updated next year and
will be put to a shareholder vote. LAPFF also
encouraged the company to ensure the report
is not only about reducing emissions but how the
company can facilitate new infrastructure to be
built, and its wider role in the energy transition.
The company also recognised a challenge in
reaching long-term targets of net zero by 2040 in
absence of a pathway for gas distribution in the
us.

The release of the lobbying disclosure report next
year in good time before the AGM is expected
and will enable the Forum to assess the progress
made by the company on this area. So far
National Grid appears to be responding well.
LAPFF also expects the new transition report to
be released and to address the points it raised
with the company.

A key outstanding issue is gas distribution in the
US, where National Grid asserts the ongoing
importance of gas networks to the business due
to its existing infrastructure and cost efficiency
and envisage both hybrid solutions and clean gas.
To address this LAPFF will seek to understand the
US energy market in more detail. On engagement
specifics, LAPFF planned to organise a wider
CA100+ meeting in January 2024 and will
arrange direct follow up meetings through the
year.



Collaborations in which LAPFF is a Member

One of the reasons that supported our decision to become a member of LAPFF was appreciation of the size and scope of the collaborative engagement
work in which the Forum participates, and in which - in certain projects - it plays a leading role.

Below is a list of the collaborations in which LAPFF is a member.

* Brings together more than 40 investors
with £11 trillion AUM to drive change with
companies on inclusion and diversity.

Investor Alliance for Human Rights

* The objective of this collaboration is to
equip the investment community with
expertise and opportunities that enable
it to put investor responsibility to respect
human rights into practice.

Investor Alliance for Human Rights -
Uyghur Working Group

* LAPFF has been part of a pilot group
looking to establish a group to engage
companies across a range of sectors on
their use of Uyghur labour in their supply
chains. The group facilitates learning and
engagement on Uyghur forced labour in
company supply chains.

* In which a group of investors have come
together to set out their expectations
for auditors to provide greater, and

more quantitative, disclosures relating

to how material climate considerations
have been taken into account in the audit
process.

Workforce Disclosure Initiative (WDI)

Financing a Just Transition Alliance

* Investors use their collective influence
with companies and other decision
makers to drive positive outcomes for
workers, communities and society.

LAPFEF is particularly involved in

certain initiatives that target improving
human rights in the mining and
renewables industries, and is leading this
collaboration’s work with Vale, as well as
being a participant to its work with Anglo
American.

LAPFF has also been approached by
PRI and other investors for a great

deal of assistance on the community
engagement part of the initiative, which
has been emphasised by PRI as an
important component.

VAS coordinates the response of the
investment community on the issue of
modern slavery, and to provide the
necessary accountability for compliance
with the UK Modern Slavery Act.




CCLA Find I, Fix It, Prevent It

* This initiative has developed work
streams to influence public policy, to
engage with companies to develop and
implement better processes for finding
fixing and preventing modern slavery,
and develop better data for stakeholder
to work with.

VWEFl is a global investor-led effort,
facilitated by the NGO Ceres, to engage
companies with a significant water
footprint to value and act on water as

a financial risk and drive the necessary
large-scale change to better protect
water systems.

FSDA has brought together 37 financial
institutions, with more than $8.5 trillion

in AUM to work toward eliminating
agricultural commodity-driven
deforestation risks (from cattle, soy, palm
oil, pulp, and paper) in their investment
and lending portfolios.

* More than 100 investors with $3.7 trillion

in AUM have set out their statement of
expectations for the care sector including
to see improvements in staffing levels,
health and safety, wages and contracts,
freedom of association and collective
bargaining, and in quality of care.

ATNI improves market performance by
challenging key actors in the food system
- starting with industry - to accelerate
access to affordable, nutritious food

for all, especially for society’s most
vulnerable.

FAIRR is an investor network that raises
awareness of ESG risks and opportunities
in the global food sector, particularly
those linked to intensive animal
production.

LAPFF is closely involved with FAIRR'’s
engagement work in Restaurant
Antibiotics, Working Conditions, and
Animal Pharmaceuticals.

World Benchmarking Alliance
(WBA) - Just Transition

Financing a Just Transition Alliance

» This programme is designed to identify
the role that finance can play in
connecting action on climate change with
inclusive development pathways.

Carbon Disclosure Project (CDP)

Healthy Markets engages food retailers
and manufacturers to be at the forefront
of the drive for healthier food options for
all, by shaping the food options available
to us in order to better address the
challenge of obesity.




CA100+

Additional Interest in
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Principle 11
Principle 11

Signatories, where necessary, escalate stewardship activities fo influence issuers.

Investment Manager Escalation of
Stewardship Activities on Behalf of the Pool

The capability and effectiveness with which the Pool’s investment managers escalate company engagements
that have either stalled or are meeting with resistance is a component of the monitoring that Waystone
conducts on behalf of ACCESS. The steps commonly taken by the Pool’s investment managers are
depicted in the diagram below, below which we share two examples of such escalation in action.

€= => 10. If concerns persist and/or meaningful progress appears unlikely future actions include;
* Vote against company at shareholder meeting on related management proposal
* Reach out to other significant shareholders as part of collaborative proposal
* Downgrade company rating and in turn reduce size of portfolio holding
¢ Sell out of holding in order to minimise risk of loss

T 9. If specific outcomes are not achieved within a reasonable timeframe the issue is escalated
via a meeting held with senior members of management/company Chair to discuss concerns

1 8. Engagement outcomes documented against objectives, including identifying next steps and
timescales for progress

T 7. Engagement Log periodically checked for progress and prioritisation

Escalation

1 6. Continual assessment of relevant ESG performance including tracking engagement
progress via an Engagement Log

1 5. Two-way engagement to identify material ESG related issues and means for providing
proactive feedback

T 4, |dentify key ESG engagement themes and undertake quarterly engagement meetings
T 3. Evaluate and risk assess the effectiveness of the company’s management of ESG performance
1 2. Engage with management

1 1. Integrate ESG factors within investment process/stock selection




Fidelity International
Engagement with Ubisoft

Fidelity engaged with Ubisoft because it believed the company had weak
governance controls. This is due to strong family control, the lack of relevant
experience of independent members (including Lead Independent Director),
and overrepresentation of family on the Board. The company also had
legacy scandals around bullying and sexual harassment of staff.

Engagement Objective and Escalation

Fidelity began its engagement with Ubisoft in March 2021 with the objective
of improving the company’s governance and its board independence. I
enhanced that initial engagement in October 2022 and since then has had
eight meetings with the company’s Lead Independent Director (LID), and
with its CEO, and CFO.

Outcome Achieved

Ubisoft made improvements to its Human Resources and to its Executive
Committee. When a private investment in the company was announced

in September 2022, which entrenched management and reduced the
company’s takeover potential, Fidelity sent a letter to the board detailing

its concerns and expectations on governance. It also initiated a collective
engagement with the company that was facilitated by UK Investor Forum.
That started with a letter on board composition and replacement of the LID.

In July 2023, Ubisoft announced the nomination of two new board directors
and LID succession. It has also announced enhanced capital market
communications, including around the private investment in question.

In September 2023, Fidelity decided not to support the resolution to approve
the report on related party transactions pertaining to that deal. The
resolution was opposed by 43% of shareholders.

Principle 11 E
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Columbia Threadneedle
Engagement with Meituan

Meituan is a Chinese shopping platform for locally found consumer products and retail services, and is
one of the world’s largest online and on-demand delivery companies.

Engagement Objective

Columbia Threadneedle joined a collaborative in-person investor meeting with Meituan’s ESG manager
and company secretary where the key topic of discussion was the company’s approach to delivery rider
safety and well-being.

Meituan addressed a recent strike in Shanwei which received widespread attention as it was alleged
the company cancelled a number of rider subsidies - including for extreme weather - which lowered
earnings for couriers. The company clarified the strike was relatively small in scale and that it had
asked its delivery partners to undo changes to incentive mechanisms, and to hold discussion panels with
the couriers to understand their grievances.

Columbia Threadneedle also discussed the lack of information Meituan provided to investors regarding
its drivers’ injury and accident rates, and encouraged increased disclosure on these metrics. The
company explained rider safety is beyond its control due to delegation to third party agencies and
added that riders often break traffic rules despite it providing safety measures such as training,
mandatory breaks, and safety helmets.

Outcome Achieved

Overall, Columbia Threadneedle was discouraged by Meituan’s lack of appetite for increased
transparency on rider safety and other workforce metrics.

Columbia Threadneedle reiterated that Meituan’s peers provide investors with similar information

and that it views being able to measure the trends related to rider safety and satisfaction as very
important in its assessment of the investment potential of the company. It therefore followed up with
Meituan to encourage further transparency regarding its delivery workers’ satisfaction, demographics,
turnover and injury rates: recommending that the company shares the audits regarding its delivery
partners’ and agencies’ compliance with Meituan’s code of conduct, such as the number of minor/major
nonconformances, and how Meituan works with the agencies for remediation.

In Progress
Columbia Threadneedle will keep engaging with Meituan on these topics.
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Failed and Stalled Engagements

It would be wrong for us to suggest that all the engagements the Pool’s investment managers conduct
succeed in encouraging better ESG performance in the companies that are targeted for engagement.
Some engagements fail. And some take years to change corporate behaviours in the direction we
would like.

Nonetheless, we trust that our investment managers learn from such experiences, and take the
opportunity to discuss these with the investment managers in question in the Pool’s Investment User
Group Meetings.

In addition to the Meituan example shared above, which is a candidate for further escalation, below,
we present two examples of engagements that are yet to achieve their objectives.

M&G Engagement with methanol producer

Engagement Objective

M&G asked a US based global methanol producer to set net zero targets for its scope 1,2 and 3
emissions. It met with the Chair, with the Board member responsible for governance, and with the
company'’s Head of Finance and Head of IR.

Ovutcome Achieved

In discussion M&G learned the company has a philosophy of not announcing targets without board
approval. Currently the Board has approved $15m capex for decarbonisation over the next 2 years.
The company is looking at carbon reduction opportunities, and a $2m investment in a feasibility study.
The best opportunity is in carbon capture and storage (CCS) which is likely in the next 10 years but the
timing is unknown. CCS currently would cost an extra $50-100 extra per tonne of methanol produced
and the company needs customers willing to pay a premium for green methanol in order to fund the
investment in CCS. Louisiana has the right infrastructure and geography to sequester carbon. As a
leading methanol producer they will continue to work on reducing its carbon intensity.

ME&G also learned that the company’s newest production facility will have a much lower carbon
intensity than that of the group. However, the company expressed that it had no intention of setting net
zero targets as per M&G’s engagement agenda.




Principle 11

Newton Human Capital and
Governance Engagement

Newton conducted an engagement with a large global retailer (Company
‘B’} on the subjects of Human Capital (safety, working conditions, employee
engagement, diversity and inclusion) and Governance (Board and leadership
quality, skills and experience).

Newton’s first objective was for the company to conduct an independent
assessment/audit of the company’s human rights/health and safety issues
and to report upon key findings and how the company will action them.
Company B reasonably highlighted this could be extremely expensive.
However, since the company was unable to point to current risks to the
business through human capital, Newton emphasised that it needs to see a
bridge between what is being done in this regard and what will happen in the
future. That said, Newton believes it is likely that the company will continue
to take a defensive stance towards forward looking asks around governance
and disclosures and will continue to do only what is regulatory requirement.

The second objective was to appoint a director with experience in human
capital to the board and as workforce representative (should be non-
executive), and to report on how the board oversees human capital
management (HCM) related issues and related strategy - as appointing

a director with HCM experience may ensure these issues are given the
attention and consideration they deserve. Further, by requiring the board to
report on how it approaches and oversees HCM issues, shareholders would
be able to hold the board accountable in a more effective manner.

The initial reaction to this request was disappointing but not unexpected.

However, Newton considers this to be a thematic engagement characterised
by long-term objectives that will not have an immediate investment impact
if not achieved but which is necessary to conduct to be on top of its risk
assessment and understanding.

Newton is still considering how it can push further for what would provide it
with comfort in terms of the company’s HCM practises and it will continue to
escalate its concerns through annual check-ins and voting in the AGMs.
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Signatories actively exercise their rights
and responsibilities.

Reviewing the Pool’s
Voting Guidelines

ACCESS has a single voting policy for pooled
assets which can be found

The Pool seeks to protect and enhance the value
of its shareholdings by promoting good practice
in the corporate governance and management of
those companies. The voting policy sets out the
principles of good corporate governance and the
means by which ACCESS will seek to exercise its
influence on companies.

Based on experience since formalising its voting
stance into a set of guidelines for investment
manager use, and having received feedback from
the Pool’'s member Authorities that, for practical
purposes, they wanted these to be stated more
sharply such that they could be potentially more
impactful on corporate behaviours, we engaged
PIRC to conduct a review of the Guidelines, which
examined this question and which also extended
to assessing where the Guidelines might be
expanded.

PIRC's review produced 75 recommendations
for change, all of which were implemented by
the Pool’s ESG/RI Sub-Group: some with minor
modifications.

Principle 12

Better explain the context for the Pool’s positions by expanding the rationale behind all (as opposed
to some) of its voting stances. Doing this will improve the Pool’s communication with its investment
managers, its investee companies, and all ACCESS stakeholders.

Provide greater clarity on our expectations (what we mean by director independence, for example).
Expand existing policy by considering expansions to, or strengthening of current positions, together
with an expansion of the Environmental and Social issues over which ACCESS wishes to exercise its
rights.

Fill gaps identified by the review, particularly in respect of Environmental and Social issues of interest
to the Pool’'s members.

The updated Voting Guidelines have been reviewed by PIRC and recommendations have been
suggested for the Pool to review and update as appropriate.

As responsible asset stewards, we believe the Pool’'s member Authorities should vote at all company
meetings for the assets they own. Accordingly, ACCESS informs Waystone and Northern Trust that any
assets that are out on loan should be recalled with sufficient time to permit votes to be cast. ACCESS
monitors this requirement with Waystone and Northern Trust through quarterly reporting from them.

We expect voting power will be exercised by the Pool’s investment managers with the objective of
preserving and enhancing long-term shareholder value, with regard to the ACCESS Voting Guidelines
on a ‘Comply or Explain’ basis.

Investment managers report quarterly on voting activity, including (but not limited to) all instances
where votes were cast out of alignment with the Voting Guidelines, including case study examples of
both positive and negative outcomes.

The implementation of ACCESS’s Voting Guidelines is supported by Waystone, which recognises
that as the manager of the ACS, it has a responsibility to promote good corporate governance
and management in the underlying companies in which the Councils invest. Waystone requires the
investment managers appointed to the ACS to exercise the voting rights attached to any listed
investments held.

Report & Accounts
Audit-related Matters
Directors & Remuneration
Shareholder Rights
Environmental Issues


https://www.accesspool.org/access-programme/access-voting-guidelines/

Principle 12
Recent Voting Data

In this reporting period ACCESS’ Listed investment managers voted at 2,614 meetings, and on 37,483
agenda items and resolutions.

The Operator is required, under the KPIs within the Operator contract, to ensure the Pool receives
reporting on Voting and Engagement from each of the Managers. The ACCESS Support Unit monitors
the delivery and timeliness of these reports as shown below. The provision for April (quarter end March
2024) included late submissions from three sub-funds. The ASU will work with the Operator to prevent
further late submissions occurring.

KPI#6 voulmes

Holding by sub-fund 100.0% 100.0%
Whole fund
QR Managers/Carbon/Engagement 92.5.% 6¢ 31 28 94.4%
QR Voting 6¢ 22 22

The Joint Committee receives a report on all voting activity, and Authorities are engaging with the
investment managers initially through the Investment User Group (IUG) to discuss any issues of concern
identified from their voting activities.




The data below provides details on how ACCESS’ managers voted in
opposition to company positions.

Investment Manager Opposition
to Company Positions

Number of votes cast

Number of meetings Against

Principle 12

Total votes cast

2,614 31,434 4,780 1,269

Significant Votes and
Specific Voting Positions

We consider shareholder opposition of 20% or more against a management
position as a significant vote.

UBS informed ACCESS of selected significant votes against management
positions. Within the reporting period this included a significant vote at a

US packaged food company, Conagra Brands, where 30% of shareholders
voted against an advisory vote on named executive officers’ compensation.
Within the year the remuneration committee lowered performance-based
element of the LTIP while CEO pay was increased. This came at a time when
the companies total shareholder return was underperforming its peers.

At Nike, a shareholder resolution on gender and racial pay gap reporting
was backed by 30% of shareholders. This was supported to help provide
understanding of whether there was progress on pay fairness and diversity
across the company.

37,483

ACCESS was informed of other voting positions by its managers. Fidelity
outlined its decision to oppose a director election at ICICI Bank on climate
grounds, including for the lack of GHG reduction targets. Similarly at
Reliance Industries, Fidelity opposed the re-election of a director on climate
grounds, in this case for failing to disclose multiple scenarios in its climate
scenario planning.
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