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INSIGHT INVESTMENT AND OUR APPROACH TO EFFECTIVE STEWARDSHIP

Introduction

We believe that stewardship and engagement play an important role in encouraging high standards of corporate
governance that underpin companies’ long-term success. This statement is as true for fixed income investments
and alternative asset classes as it is for equity investments.

Our primary purpose as a business is to deliver investment performance for our clients and we believe that being a
responsible investor, which includes stewardship and integrating environmental, social and governance (ESG)
principles into our investment decision-making process, is an important part of delivering on our purpose. We also
recognise that, as a large institutional investor with close relationships with clients, advisers, market participants
and policy makers, we have influence and that we should use this in a responsible manner that supports the
stability and resilience of the financial system.

About Insight Investment

Insight' is a UK-based investment manager with a global network of operations, managing assets on behalf of
pension funds, corporates, local authorities, insurers, sovereign wealth funds, wealth managers, financial
institutions and supranationals. Insight manages over £620bn in assets?, broadly divided as follows:

£449.0bn
£126.6bn
£38.8bn
£4.2bn
£2.0bn
£0.2bn
£620.8bn

Our commitment to active investment and stewardship is a crucial part of our value-preservation and due diligence
processes for our clients. Our Responsible Investment Policy states that, where necessary and appropriate, we
will engage with companies to understand matters which may materially impact the long-term performance of their
business and to encourage higher standards of corporate governance in these companies. Given our asset mix,
we focus much of our effort on our liability-driven investment (LDI) and fixed income assets. However, we do take
our stewardship responsibilities as shareholders seriously; we engage with the companies we invest in and we
vote all of our shareholdings where we hold voting control.

About this document

In this document, we describe our engagement and stewardship processes and explain how these align with the
requirements of the UK Stewardship Code (the Code)*. The document’s emphasis, reflecting our asset mix, is
primarily on LDI and fixed income investments, although we also discuss our stewardship processes in other asset
classes, in particular in listed equities.

The UK Stewardship Code is built on seven Principles, requiring investors to:

1. Publicly disclose their policy on how they will discharge their stewardship responsibilities

" Insight is the corporate brand for certain companies operated by Insight Investment Management Limited (IIML).
Insight includes, among others, Insight Investment Management (Global) Limited (IIMG), Insight Investment
International Limited (llIL) and Insight North America LLC (INA), each of which provides asset management
services.

% Data as at 31 December 2018. AUM are represented by the value of cash securities and other economic
exposure managed for clients. Reflects assets of Insight, as defined above.

® While the responses in this document refer directly to the seven principles of the Financial Reporting Council’s
UK Stewardship Code, we note that similar codes have been adopted in other jurisdictions. We have therefore
drafted this document so that is relevant to these other codes.
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2. Have a robust policy on managing conflicts of interest in relation to stewardship which should be publicly
disclosed

3. Monitor their investee companies

4. Establish clear guidelines on when and how they will escalate their stewardship activities
5. Be willing to act collectively with other investors where appropriate

6. Have a clear policy on voting and disclosure of voting activity

7. Report periodically on their stewardship and voting activities
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Principle 1: Institutional investors should publicly disclose their
policy on how they will discharge their stewardship
responsibilities

Our Responsible Investment Policy (see Appendix 2) is publicly available at
https://www.insightinvestment.com/uk/responsible-investment/insights-ri-policy/.

In our Responsible Investment Policy, we state that stewardship (monitoring our investments, engagement
and, for equity holdings, voting) is important to help reduce investment risk. We see these stewardship-
related activities as central to achieving our clients’ investment objectives. Below, we describe how we
discharge our stewardship responsibilities, with a particular focus on how stewardship and engagement are
integrated into our investment process.

We note that, because of the importance of stewardship to our investment activities, we do not outsource
stewardship activities to third parties.

Insight exercises its stewardship responsibilities with the overall objective of helping to protect our clients’ interests.
We deliver on this in the following ways:

A. We look to invest in companies that have successful track records, clear strategies, strong governance and
transparent underlying financials

B. We regularly meet with companies to review performance, strategy, risk management and ESG issues
C. We vote our equity and multi-asset holdings

D. We consider systemic risk and public policy issues as part of overall stewardship responsibilities.

E. We contribute to wider efforts to maintain a strong financial system

F. We consider ESG and stewardship within our governance structure

These points are discussed in more detail below.

A. We look to invest in companies that have successful track records, clear strategies, strong
governance and transparent underlying financials

The bulk of our company-related investment activity is carried out in our fixed income business. Insight’s team of
credit analysts is organised by industry sector. These analysts are responsible for analysing companies that issue
investment grade corporate bonds, non-investment grade corporate bonds and/or leveraged loans. Analysts
identify the key business drivers for each sector and analyse how these drivers will impact the financial profiles of
individual companies. Cash flow modelling forms a key part of this work.

In addition, our analysts are charged with carrying out a detailed assessment of a number of specific things which
can typically lead to a sharp deterioration in credit quality. We call this our Landmine Checklist. The Landmine
Checklist includes liquidity (i.e. the ability of a company to service its debt when capital markets are closed),
regulatory risk, leveraged buy-out (LBO) risk, event risk, contingent liability risk, and corporate governance,
environmental and social risks. These key risks are scored on a scale of 1 to 5, with higher numbers indicating
greater risk and scores of 5 indicating areas of significant concern (see Figure 1).
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Figure 1: Landmine Checklist

Factor Example

* Assuming no access to capital markets in the next 24 months, what is the
impact on the issuer’s liquidity?
. s * What is the magnitude of the issuer’s off balance sheet liabiliies such as
Contingent liabilities . - .
pension deficits, operating leases etc.?
. * To what extent is the issuer’s industry subject to regulation and changes in
Regulatory risk .
regulation?
2L S st * |s the issuer properly managing environmental, social and governance risks?
governance (ESG) properly ging ’ 9 ’

* Is the business likely to be subject to an approach from or a bid by private
equity?

LBO risk

* Does the management have an appetite for debt financed M&A? |s the
company’s share price underperforming?

Each factor scored 1 (good) to 5 (bad)

One of the key areas of focus is a company’s management of ESG risk. Our team of credit analysts is charged
with determining the financial materiality of these ESG risks, defined as the contribution these make to the
probability of default of a potential investment. A failure to meet recognised standards of good governance and
responsible management may represent threats to financial performance that are not adequately compensated by
current expected returns. Furthermore, our view is the quality of a company’s management of the environmental
and social aspects of the business provides important insights into its overall quality of management. We use data
from third party ESG data providers to populate this section of our Landmine Checklist. These data assess
whether and how management have adopted and implemented appropriate policies, systems and controls to
manage risks, to comply with relevant codes, laws and regulations and to meet the expectations of key
stakeholders.

Event risk

Our analysts’ financial analysis includes a detailed examination of the sustainability of companies’ profitability,
current and future cash flows and balance sheet structure. Company credit metrics are benchmarked against peer
companies to determine their suitability as fixed income investments. Analysts assign internal credit ratings and a
rating outlook to indicate the likely trend in credit profile going forward. ESG risk scores are an integral element of
how analysts assign a credit rating that indicates the relative risk of default. These ratings provide portfolio
managers with a clear opinion on the creditworthiness of a company. In turn, they inform the final valuation and
investment recommendation for the company.

B. We regularly meet with companies to review performance, strategy, risk management and ESG
issues

Corporate engagement is a central component of our investment process. We engage with companies directly to
understand how they manage their industry and idiosyncratic risks, their short and long-term strategy, and how
they manage ESG-related risks and opportunities. We discuss our approach to engagement for LDI, fixed income,
equities and multi-asset below.

Liability-driven investment

Pension schemes’ liabilities typically stretch over many decades and their present Value is directly linked to
inflation, interest rates and the longevity of their members. An LDI solution invests some of the pension scheme’s
assets to help manage these Liability risks. Partially-funded instruments, such as swaps and repo, are often used
to provide investment exposures without a substantial commitment of initial capital. However, they introduce bank
counterparty risk.

As part of our stewardship responsibilities, Insight manages the risks associated with swaps and repo through
counterparty selection and daily collateralisation, among other processes.
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» Counterparty selection: Insight’'s Counterparty Credit Committee (CCC), chaired by Insight’s Chief Risk Officer,
oversees this process. The CCC was established to ensure that Insight exercises due care and diligence in the
selection and monitoring of counterparties with whom Insight will deal as agent on behalf of its clients. A key facet
of this is to monitor closely the creditworthiness and business strategies of such counterparties, which involves
regular face-to-face meetings between the bank management teams and Insight’s credit analysts, Insight’s senior
legal staff and members of Insight’s executive management team

« Daily collateralisation: Insight is highly experienced at managing the risks associated with swaps and repo
through counterparty risk management and collateralisation. Insight was one of the pioneers of LDI and from the
outset, recognising its importance to clients, introduced the daily collateralisation of swap and repo positions.
Previously, industry best practice had been for weekly or even monthly collateralisation which, in light of Lehman
Brothers’ failure, could have led to significant losses for pension schemes. As the credit quality of many banks has
deteriorated following the global financial crisis, Insight has increasingly sought to protect its clients by further
strengthening its daily collateral requirements and providing additional protections to clients. Insight has been
vocal in lobbying for users of derivatives, including our clients with LDl mandates, in a world where regulators are
pushing hard for clearing houses as a solution to help mitigate bank counterparty risk. While the use of clearing
houses is supported by Insight, if the collateral deposited as margin is limited to cash, it is highly inefficient for
pension schemes which typically operate with little cash, but tend to hold high quality assets such as government
bonds.

Moreover, if interest rates were to rise sharply, to meet margin calls pension schemes could be forced to sell
assets to raise cash, at a time when many other pension schemes and other investors were doing the same. This
would have the effect of exacerbating downward movements in asset prices and, potentially, forcing pension
schemes to liquidate assets in a falling market.

Fixed income

Insight’s credit analysts aim to meet all companies prior to investing in any bonds or loans they have issued or are
about to issue. We hold regular conversations with companies through a variety of methods, including face-to-face
meetings, investor conferences, conference calls, emails and letter-writing.

The frequency of our communication with issuers depends on the risks identified during our research process. We
have a particular focus on those areas where companies have received low scores in the Landmine Checklist (see
response above). The issues we engage on, depending on the issuer, include the oversight and effectiveness of
board of directors, environmental performance, health and safety events, accounting deficiencies and strategic
changes.

Company meetings are undertaken by our in-house analysts. This is because we consider engagement to have
material financial implications and is best understood within the context of the wider investment process. We have
internal systems to track and organise our company meeting activity.

More information is available in our response to Principle 4, page 13.

Equities
For our specialist equities funds, where we hold ownership positions*, we meet with companies to discuss

investment risks and opportunities. These meetings involve a review of all salient business investment issues,
including strategy, financial performance and, where relevant, ESG factors.

Our investment focus is UK-listed entities and meetings are often organised directly with companies or via
company brokers.

Engagement activity is undertaken in-house by analysts and portfolio managers. This is because we consider
engagement to have material financial implications and that it is best understood within the context of the wider
investment process.

* We note that over 90% of our holdings in these funds are via derivatives rather than shares.
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We have internal systems to track and organise our company meeting activity.

Multi-asset

Insight’s multi-asset funds often hold direct equity investments in infrastructure companies. We aim to meet with all
of the companies in which we hold direct investments.

A critical part of our discussion with companies includes corporate governance, performance and strategy. We
believe these are essential to manage long-term risks.

Engagement activity is undertaken by portfolio managers. This is because we consider engagement to have
material financial implications and is best understood within the context of the wider investment process.

We have internal systems to track and organise engagement activity.
Our engagement activity is covered in more detail in Principle 4, page 13.
C. We vote equity and multi-asset holdings

Insight aims to vote all its clients’ cash equity holdings that form part of wider multi-asset investment strategies
where it has voting responsibilities.

Voting is undertaken by portfolio managers, with inputs from a proxy advisory firm that provides research and
corporate governance analysis. Insight implements its in-house voting activity independently of all third-parties,
including The Bank of New York Mellon Corporation (herein referred to as BNYM), our parent company.

We vote all holdings and disclose voting results on our website.
More information is available in our response to Principle 6 on page 18.
D. We consider systemic issues as part of overall stewardship responsibilities.

Insight considers systemic issues in a number of different ways. In our risk management solutions business, the
use of interest rate and inflation swaps introduces bank counterparty risk. As previously mentioned, Insight is
highly experienced at managing the risks associated with swaps through counterparty risk management and
collateralisation. Insight was one of the pioneers of Liability-driven investment (LDI) and from the outset,
recognising its importance to clients, introduced the daily collateralisation of swap positions. Previously, ‘best
practice’ had been for weekly or even monthly collateralisation which, in light of Lehman Brothers’ failure, could
have led to significant losses for pension schemes. As the credit quality of many banks has deteriorated post the
global financial crisis, Insight has increasingly sought to protect its clients by strengthening further its daily
collateral requirements and additional protections provided to clients.

Insight has also been vocal in lobbying for LDI clients in a world where regulators are pushing hard for clearing
houses as a solution to help mitigate bank counterparty risk. While the use of clearing houses is supported by
Insight, if the collateral deposited as margin is limited to cash, it is highly inefficient for pension schemes which
typically operate with little cash, but are long high-quality assets such as government bonds. Moreover, if rates
were to rise sharply, to meet margin calls, pension schemes could be forced to sell assets to raise cash, at a time
when many other pension schemes and other investors were doing the same. This could have the effect of
exacerbating the downward movement in asset prices and potentially force pension schemes to liquidate assets in
a falling market.
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Insight also recognises systemic issues faced by companies in other parts of its business, such as fixed income
and equities. We recognise that the companies in which we invest are both affected by systemic issues, e.g.
climate change-related regulation, financial market instability, and can also affect these systemic issues, e.g.
through their greenhouse gas emissions, through their water usage. We manage these by undertaking our own
research at the company and sector level, and by supporting industry initiatives that push for greater policy
certainty on issues with potentially significant investment impacts. Examples include climate change, corruption
and stable financial markets. More information on how we work collaboratively is found in our response to Principle
5 on page 17.

E. We contribute to wider efforts to maintain a strong financial system

Insight considers the scope of our stewardship activities to include efforts to support more stable and resilient
financial markets. A functioning, secure and ethical financial system is essential to delivering financial solutions. It
is particularly important given that many of our clients are pension funds with long-term investment goals to deliver
on future pension promises. Therefore, an integral part of our risk management process is direct engagement with
policymakers to support efforts to ensure that financial markets continue to function efficiently, while also ensuring
that regulatory and risk management requirements are both effective and do not undermine or compromise our
clients’ goals. We employ a public policy professional who represents Insight with financial regulators.

Our regulatory disclosures are available publicly on https://www.insightinvestment.com/uk/responsible-
investment/ri-literature-library/

F. We consider ESG and stewardship within our governance structure

In 2016, we launched our ESG Working Group with responsibility for reviewing key ESG issues for their potential
impact on Insight’s business and investment activities. Our responsible investment activities are overseen by the
ESG Working Group, which consists of senior managers from across the business, representing investment
management, risk, human resources and communications departments. .

The ESG Working Group sets, reviews and monitors the implementation of responsible investment. It focuses
particularly on the following:

e Identifying new/emerging ESG issues
o Prioritising issues that require further action
e Ensuring that agreed actions are implemented.

The ESG Working Group reports twice a year to the Business Management Forum, a senior management group of
Insight executives and employees chaired by Insight’s Chief Executive Officer.

The ESG Working Group’s efforts have resulted in continued new developments, including:

o We developed what we believe to be the investment industry’s first comprehensive ranking of how corporate
fixed income issuers manage their climate change-related risks and opportunities

o We built on our wide-ranging expertise and experience of responsible investment to develop a new
sustainable euro corporate bond strategy

o We created a framework to help our credit analysts assess sustainable bonds.
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Principle 2: Institutional investors should have a robust policy on
managing conflicts of interest in relation to stewardship and this
policy should be publicly disclosed

We have a formal Conflicts of Interest Policy (see Appendix IV), which sets out guiding principles on how
we manage stewardship-related conflicts of interest, as well as describing how we manage specific
conflicts that are particularly relevant to our business. The policy includes details of how we manage the
relationship between Insight and our parent company, BNYM.

Insight recognises that it must not place its own interests unfairly above those of its customers. However, Insight
also recognises that, in the course of its investment management activities, from time to time Insight may
encounter situations where a conflict of interest may occur. Insight’s Conflict of Interest Policy discusses the
processes in place to reduce the possibility of such conflicts arising and if they do, the guiding principles which
should be used in their resolution.

Insight’s policy on managing potential conflicts of interest sets out three overriding principles, namely:
i. Insight does not ordinarily act as principal.
ii. Equal treatment of all clients.

iii. Effective Chinese Walls between Insight and BNYM (more information on Insight’'s ownership status is
available in Appendix Ill). The policy identifies circumstances in which conflicts may arise and how they
should be handled.

With regard to voting and stewardship activity, the policy is that Insight will always seek to act in the best interests
of its clients when making investment decisions or casting votes on their behalf. Stewardship and voting activities
are undertaken at the discretion of investment staff. Where BNYM, Insight or the clients themselves have business
relationships with investee companies, these will be disregarded by Insight in making its investment, stewardship
or voting decisions.

In the vast majority of instances, potential conflicts associated with Insight’s activities are unlikely to arise. On the
rare occasion that they do, Insight has a risk and compliance function that is responsible for working with the
business to assess the potential conflict and implementing a solution.
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Principle 3: Institutional investors should monitor their investee
companies

We monitor, on an ongoing basis, the companies in which we invest or with which we transact business.
We do this through regular periodic reviews of company business and financial performance, which
includes analysing company reports and filings. We supplement this through our regular dialogue with
company boards and management teams. In addition, in our fixed income business we use our Landmine
Checklist process to highlight key risk factors that may warrant further attention, particularly where it
touches on ESG issues.

Below we describe how we monitor companies and issuers and how this monitoring relates to our
investment and risk management processes.

Insight’s Responsible Investment Policy (see Appendix Il) states our belief that company management can
influence the long-term financial performance of companies through an awareness of the environmental and social
aspects of the business and by maintaining good standards of corporate governance. We routinely monitor the
performance, value and risks of the companies in which we invest.

Insight’s approach to ESG and stewardship in fixed income is the responsibility of the relevant investment teams
(analysts and fund managers), supported by an ESG analyst and access to comprehensive ESG information. The
assessment of risk is an integral part of our investment process. Our analysts meet regularly with company
management to discuss all aspects of performance, including strategy, risk management, corporate actions and
ESG. We also monitor for company changes, particularly for the impact on credit ratings, and ESG ratings. The
companies in which we have holdings receive additional attention from the investment team. Analysts will make
recommendations on the basis of ESG factors if it is considered material to financial performance. ESG factors are
considered as one of several business risks within our Landmine Checklist evaluation process (see response to
Principle 1).

How Insight monitors companies:

Review annual reports and corporate filings

Discourse with management and board members

Use independent research to identify potential ESG risks
Participating in industry activities

Internal systems with ESG data built for monitoring issuers
Implement an engagement strategy

Include risk factors within our company due diligence

N N N N N N NN
N N N N N N NN

Access ESG controversies and event news to monitor for
material company changes
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Insider information

Our direct interaction with companies increases the risk of inside information. In the course of this activity, Insight
will not ordinarily request insider information or expect to be provided with such information from other related
parties, such as investment banks. Insight operates a strict policy to ensure that investment staff are informed and
trained of the risks from inside information, that there are appropriate policies in place, and that a reporting
mechanism exists from any inside or market abuse activity. In the course of our stewardship activities, we do not
expect to encounter inside information but apply the same policy as for inside information.

Impact on investment activities

If there are weaknesses identified through our monitoring and engagement, or a company’s standards do not
follow best practice guidelines for corporate governance or environmental or social issues, we will start by
determining if they are material risks. Our experience has been that governance issues (e.g. the independence of
board members, ownership structures) are most likely to have a material impact on companies, although
environmental and social issues are often important to individual issuers or companies. Once we have made a
preliminary assessment of materiality, we then decide on a course of action. Usually, this starts by gathering
further information, often including a discussion with the company. Thereafter, depending on our assessment, we
may choose to engage with the company to encourage change (e.g. to better manage the issue in question), we
may change our rating or valuation, or we may choose to alter our holdings.

Disclosure

We disclose engagement activity in our annual report. We have provided this information since our first annual
responsible investment report since 2006 and believe transparency is an important way for clients to learn more
about how we monitor and hold companies to account. Further information is available in our response to Principle
4 on page 13.
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Principle 4: Institutional investors should establish clear
guidelines on when and how they will escalate their stewardship
activities

We have structured processes for monitoring and engaging with companies. If we identify issues and are
unhappy with management’s responses to our engagement on these issues, we are prepared to reduce or
completely sell our holdings. We provide a description of our engagement process below, including the
topics and issues on which we engage with companies.

Insight’s fixed income risk process combines an assessment of ESG risks and financial/strategic issues. Access to
management, confidence in standards of corporate governance, and long-term drivers of risk and return are
central features of our approach. As we often intend to hold bonds to maturity, we need to be confident in the long-
term financial position of the companies in which we invest and have trust in management.

If ESG, strategic and financial risks are identified through due diligence process, our analysts are expected to
engage in a dialogue with company management. As a large institutional investor, Insight has good access to
management and regularly meets to discuss matters relating to strategy, performance and financial policy.
Although ESG-related issues may be raised in the course of these discussions they are rarely discussed in
meetings arranged specifically to discuss ESG issues. This is because our process does not separate ESG risks
from the other considerations necessary to the making of informed investment decisions, such as a company's
financial strength, strategic direction, overall quality of management and the market valuation of its securities. We
also monitor changes, particularly downgrades, to key risk scores each quarter.

Our regular meetings with company management provide an opportunity to raise issues our analysts and portfolio
managers identify. If Insight does not already have regular meetings with a company’s management, our
investment teams are encouraged to organise such meetings. Prior to investing in any new company or issuer, we
will speak directly with management on strategy, governance and risk management issues. Where this is not
possible, or additional action is deemed appropriate, we may consider raising the issues with the company board
or other management layers.

Escalating engagement activities will occur on a case-by-case basis. From a risk perspective, if we are not
satisfied with a company’s management of risk (including ESG-related risks), we are prepared to sell holdings or
move to an underweight position. In some portfolios that will not be possible because of mandate restrictions. In
such situations, we discuss potential investment actions with clients (which may include take-no-action, sell
holdings, or continue monitoring).

Insight records all its engagement activity with companies and the type of issues we engage companies with.

We commit to disclosing our engagement activity annually. For 2018, we raised ESG issues with companies on
more than 50% of our total 1,300 separate company dialogues (see Figure 2 overleaf for details on our 2018
company engagement activity).
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Figure 2: Insight’s company engagement activity, 2018.
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Strengthening our process

Approximately 70-80% of the companies in our investable universe have ESG ratings from our independent third-
party research provider. More than 95% of investment grade companies have ESG assessments, but emerging
market and high yield issuers have much lower coverage.

We have also started engaging with companies that do not have an ESG rating from our research provider. We
have developed a company self-assessment framework for companies to complete. We use this to generate an
ESG rating and to identify relevant ESG risks. We often follow up these self-assessments by engaging with
companies to verify the reported information, to better understand risks and to encourage improvements in the
management of these risks.

More than 70 companies across investment grade, high-yield and emerging market companies have completed
the Insight ESG survey, including nearly 30 in 2018. A sample is shown overleaf (see Figure 3):
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Figure 3: Sample Insight ESG survey
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More effective engagements

Insight does not measure the impact of its engagement activity. Our assumption has historically been that if our
concerns were not addressed, then this would be reflected in our valuation and risk assessment of a company. We
recognise that while this approach has served us well to date, it may mean that certain ESG risks remain
unaddressed. It has also meant that we have not properly analysed the effectiveness of our engagement.

On an annual basis, every fixed income analyst is now expected to identify one company in their investment
universe and seek to improve or mitigate an ESG risk they identify. The new strategy is not prescriptive but as part
of the strategy, we have organised a template to help us assess the effectiveness of our engagement and where
to improve in the future.

We report on progress of our expanded engagement strategy in our Putting Principles in Practice report.
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Principle 5: Institutional investors should be willing to act
collectively with other investors where appropriate

We recognise that many ESG and wider market issues require a collective response from the investment
industry. This is particularly the case in fixed income where investors generally do not have the same
formal rights (e.g. to vote shareholdings, to call EGMs) that are available to equity investors.

Below we describe the collaborative initiatives that we support and discuss the factors that we consider
when deciding to participate in collaborative initiatives.

Insight works with other institutional investors where we believe it is in our clients’ interests. These include:

ESG Initiatives Investment initiatives Pension/trustee initiatives
Institutional Investors Group on Investment Association (I1A) Pension and Lifetime Savings
Climate Change (IIGCC) Association

Provides a collaborative platform to Representative trade body for the UK Provides guidance on best practice to
engage with policymakers on climate investment management industry help pension professionals run better
risks and implementing effective pension schemes

policy to tackle climate externalities

Carbon Disclosure Project (CDP) Institutional Money Markets Fund The Pension Fund Investment
Association (IMMFA) Forum/Pension Trustees Circle

Promotes the transparency of carbon,  Trade association representing large Provides a forum for pension trustees

water and forestry information investment managers with money and managers and their engagement
amongst corporate externalities market funds with investment professionals
UK Sustainable Investment and International Accounting Standards Association of Member Nominated
Finance Association (UKSIF) Board (IASB) Trustees (AMNT)
A membership network of Insight is a signatory to the IASB’s Supporting member-nominated
organisations involved in responsible  Statement of Shared Beliefs, trustees with tools to become effective
investment promoting transparency in global trustees

capital markets
Principles for Responsible Investment Association of Corporate Treasurers
(PRI) (ACT)
Global UN-backed initiative of Membership body promoting practice
investors supporting responsible of finance and treasury management
investment activities and six PRI
principles

Taskforce on Climate-related
Financial Disclosures

Global initiative promoting
transparency on climate preparedness
for issuers, investors and pension
funds
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How we decide which initiatives to support

We see collaboration as being particularly suited to systemic risk issues, i.e. issues that affect a range of
companies or that affect the stability and resilience of the financial system as a whole. Beyond our participation in
or membership of the formal initiatives mentioned, we actively support efforts to:

e encourage effective policy action on climate change, in particular to provide regulatory certainty for investors
e encourage credit rating agencies to integrate stewardship and ESG risks within the credit assessment process

The general factors we consider when we make decisions on whether or not to participate in collaborative
initiatives are:

e Do we see the issue as important (or material) to our portfolios?

e Is the issue important to our clients?

e Are the participating organisations like-minded investors or organisations?
e s the initiative likely to be effective?

e What are the time and resource implications of participating?

Generally, we do not work with other investors to target individual issuers. We consider Insight has suitable
internal resources to engage issuers independently.

Contact

The primary contact for collaborative engagement activities is our Senior ESG analyst, Joshua Kendall
joshua.kendall@insightinvestment.com
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Principle 6: Institutional investors should have a clear policy on
voting and disclosure of voting activity

We routinely vote all of our clients’ equity holdings and we disclose our voting records on an annual basis.
We use a template to identify situations where we may choose to abstain, vote against management or
make a case-by-case decision.

In the majority of Insight’s current equity and multi-asset investment strategies we do not have significant direct
investments in companies; most of our investments are in derivatives.

In our equity strategies, we only have direct holdings in UK-listed issuers; our Voting Policy and activity therefore
reflects UK market requirements. We aim to vote all of our clients’ listed equity holdings.

Insight does not automatically support management or shareholder resolutions. Our voting decisions depend on a
range of factors, including our existing relationship with an issuer, the business environment, and type of resolution.

Independent and impartial research provides advance notice of voting events and rules-based analysis to ensure
contentious issues are identified. Our third-party proxy voting provider analyses every resolution against Insight-
specific voting policy templates which reflect Insight’s views on a range of corporate governance issues. Our
template broadly aligns with the UK Corporate Governance Code and is reviewed regularly.

We do not mechanically follow the voting template. Instead, in situations where we may abstain or vote against
management, the voting decision will be reviewed by the relevant portfolio manager and the final decision will
account for Insight’s general position on the issue in question, for the specific details and context of the business,
and for Insight’s views on whether and how the voting decision will be interpreted by company management.

Insight’s Voting Policy is reviewed and updated annually and Insight votes independently from BNYM.

Equity funds
Where contentious issues are identified, these are escalated to Insight for further review and direction. We do not
notify companies in advance on every occasion of our intention to vote against management.

Beyond the specific issues covered by our voting template, we generally consider any action that raises
accountability for environment and social activities to be positive for shareholders. For these actions — for example,
the ‘Aiming for A’ resolutions on climate change — Insight generally supports resolutions of this type if they are
appropriately structured.

Multi-asset funds

Our multi-asset holdings tend to make up a significant percentage of outstanding equity holdings in certain issuers.
As a top shareholder, Insight will vote as part of our fiduciary responsibilities and often discuss with companies the
reasons for our voting activity. For all other equity holdings, we do not discuss with management the reasons for
our voting activity. We vote these holdings using an existing template, which we revise regularly. Voting decisions
are made by portfolio managers with support from a third-party research provider.
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Our voting record is available annually on our website and in our annual responsible investment report. A

summary of our 2018 voting activity has been provided below:

Multi-asset: Management resolutions

Auditor - Election

Auditor - Remuneration

Board Size & Structure

Capital Structure

Directors - Discharge

Directors - Elect

Dividends

Issue of Shares & Pre-emption Rights
Meeting Formalities

Other Articles of Association

Other Corporate Action
Remuneration - Non-executive
Remuneration - Policy (Overall)
Remuneration - Report

Report & Accounts

Share Buybacks & Return of Capital
Transactions - Related Party
Transactions - Significant

Treasury Shares

Total

Equities: Management resolutions

Appropriate Profits

Auditor - Election

Auditor - Remuneration

Authorised Share Capital

Board Committee

Bonds & Debt

Capital Structure

Directors - Discharge

Directors - Elect

Dividends

Environmental Practices

General Meeting Procedures

Issue of Shares & Pre-emption Rights
Meeting Formalities

Other A&R related

Other Articles of Association

Other Corporate Action

Political Activity

Remuneration - Non-executive
Remuneration - Policy (All-employee Share Plans)
Remuneration - Policy (Contracts)
Remuneration - Policy (Long-term Incentives)
Remuneration - Policy (Overall)
Remuneration - Report

Report & Accounts

Share Buybacks & Return of Capital
Takeover Governance

Transactions - Significant

Total
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Securities lending

Insight does not undertake any stock lending activity. Certain pooled funds on the BNYM platform do perform
stock lending but that would be an arrangement made by their management company and would not be
transparent to Insight.
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Principle 7: Institutional investors should report periodically on
their stewardship and voting activities

Transparency on our stewardship and responsible investment activities is a core pillar of our Responsible
Investment Policy (see Appendix Il). We report publicly (in the form of a formal annual report and through
a dedicated website) and we also provide tailored ESG reporting to our clients. We describe our various
reports below and also describe how we assure the information we provide to our stakeholders and clients.

Transparency on our stewardship and responsible investment activities is a core pillar of our responsible
investment policy (see Appendix Il). This reporting allows our clients and other stakeholders to understand our
approach to stewardship and responsible investment. It is also an important accountability mechanism and we
encourage clients and stakeholders to provide feedback and comment on our approach.

Annual report

Insight publishes a detailed annual report on its stewardship and responsible investment activities, Putting
Principles into Practice. This report is available on our responsible investment microsite and hard copies are sent
to clients.

This report outlines key elements of our responsible investment and stewardship programme, namely:
e Engagement activity

¢ Voting record

¢ Responsible investment strategy and process overview

e Case studies

¢ Implementing Insight’s Responsible Investment Policy

e Collaborative initiatives
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Other communication methods

Insight has a standalone responsible investment website (www.insightinvestment.com/responsible-investment)
containing stewardship, responsible investment, research and other useful items for clients and interested
stakeholders. Our Responsible Investment Policy and our statement of compliance with the UK Stewardship Code
are disclosed publicly on this website.

Introducing Insight Careers. Press office ResponsiBleinvestment & United Kingdom v

Global Home:s United Kingdom » Responsible investment

Responsible investment overview Responsible investment implementation Annual responsible investment report Stewardship essentials | am searching for Q I

RESPONSIBLE INVESTMENT AT INSIGHT

Read our award-winning

develop our activities in the future. This
ponsil alarge asset manager at the
Responsible In

READ MORE >

® 00O

RESPONSIBLE INVESTMENT IMPLEMENTATION RESPONSIBLE INVESTMENT OVERVIEW STEWARDSHIP ESSENTIALS
—

Liability-driven investment (LDI)

At Insight, our approach to responsible investment is Good stewardship means active engagement with

Mulbiasset P9 underpinned by the belief that environmental, social and management and making use of your influence to shape a
governance (ESG) issues are important drivers of investment ~ company’s strategy. Insight has set out policies that explain
value. Find out more. its approach to stewardship. Find out more

Farmland >

Information is also shared in a half-year newsletter available to clients.

Client portfolio reporting

We provide tailored stewardship and ESG reporting to clients with an interest in these issues on a quarterly, half-
yearly or annual basis, depending on their specific mandates. Depending on their interests, we provide information
on the ESG characteristics of portfolios, on our stewardship activities, on our voting activities and on our wider
engagement with policymakers. Below we show five screenshots of a sample portfolio that has ESG reporting
requirements.

ESG scores
Portfolio ESG ratings Benchmark ESG ratings
4.0% 4.1%

22.3%
20.3%

29.6%

25.2%
28.2%

N N2 Hs N4 Bs

Portfolio Score 1 Strong
Benchmark Score 5 Weak

Overall Governance Environment Social Legend
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Assurance

Insight’s public reporting is covered by Insight’s risk and compliance processes. All ESG-related communications
issued by Insight are governed by these standards. Our internal Compliance function reviews all public-facing
documents related to our responsible investment, stewardship, voting and ESG activities.

We have not sought to have our ESG-related reporting externally assured or verified. We consider Insight’s
existing compliance and auditing framework to be suitable for this purpose and to meet the requirements of our
clients and regulators. Insight does employ an independent consultant to support some elements of its ESG and
stewardship programme, in particular ESG integration process, reporting and risk management.

As noted above, we report publicly in a variety of ways (our Putting Principles into Practice report, our website, our
annual response to the annual Principles for Responsible Investment reporting and assessment process). We
encourage clients and other stakeholders to provide feedback on these documents, and we are always willing to
provide additional information or evidence should this be required.
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Contact
Email ri@insightinvestment.com
Address 160 Queen Victoria Street,

London EC4V 4LA

www.insightinvestment.com 0 @insightinvestim

@ company/insight-investment
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Appendix |. Stewardship and responsible investment
leadership

Our responsible investment activities are overseen by the ESG Working Group, which consists of senior managers
from across the business, representing investment management, risk, human resources and communications
departments. The ESG Working Group sets, reviews and monitors the implementation of responsible investment.
It focuses particularly on the following:

¢ Identifying new/emerging ESG issues
o Prioritising issues that require further action
e Ensuring that agreed actions are implemented.

The ESG Working Group, which meets quarterly, reports periodically to the Business Management Forum, a
senior management group of Insight executives and employees chaired by Insight’s Chief Executive Officer.
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Appendix ll. Responsible Investment Policy

We believe strong governance practices and management of environmental and social risks are important drivers
of investment value over the short and the long term. We also believe that delivering sustainable investment
returns is dependent on efficient and well-managed financial markets, and stable and transparent social,
environmental and economic systems.

Our objective is to achieve superior investment returns over clients' expected time horizons. We consider
responsible investment to contribute towards this goal through providing investment solutions that deliver quality
and excellence; managing financial and non-financial risks for our clients; and operating to high ethical and
professional standards.

We consider responsible investment as central to our investment activities, to our culture, to our relationship with
clients and to our interaction with stakeholders.

1. Take account of financially material short and long-term risk factors in our investment research and decision-
making processes. These risk factors may include environmental, social and governance (ESG) issues.

Where material to investment risk and opportunity, ESG factors are incorporated into our investment analysis and
form a key part of our investment appraisal process. We conduct our investment appraisals while meeting our
obligations as a UN-supported PRI signatory and with an objective to integrate ESG issues within all relevant
investment strategies. How we implement this policy:

e Using ESG research within our bottom-up investment evaluations
¢ Monitor ESG risks that may be material
¢ Implement systems and processes incorporating ESG factors

e Conduct research on ESG issues

2. Exercise our stewardship role in the companies and other entities in which we invest. We believe that good
stewardship can create investment opportunities and reduce investment risk. We therefore engage with
management to discuss issues such as strategy, deployment of capital, performance, remuneration, risk
management and ESG factors. We also vote our shareholdings.

At Insight we take our responsibilities as investors seriously and believe that good stewardship can create
investment opportunities and reduce investment risk. We therefore engage with management where necessary to
discuss issues such as strategy, deployment of capital, performance, remuneration principles, and attitudes to risk,
including environmental and social issues that may have a material impact on the financial strength of the
company.

With respect to share ownership, where Insight holds any physical equity positions we routinely vote on behalf of
our clients with regard to the UK companies in which they have a shareholding. We vote our holdings according to
the Insight voting policy. How we implement this policy:

o Ensure we have reasonable access to management and boards
o Set objectives and allocate suitable resources
e Public policy activity on systemic risk issues

¢ Participate in collaborative investor activity
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3. Support efforts that seek to improve the operation, resilience and stability of financial markets. This includes
sustainable economic development and health of the natural environment.

We consider that a sustainable economy is in our clients' short and long-term interests. We advocate for improving
financial regulation and market reform to deliver security for investment and the reduction of externalities and
opacity.

Our leadership extends to contributing towards creating a sustainable environment in which to live. For this reason,
Insight has a responsibility to give its support, expertise and design solutions that can mitigate the systemic risks

of our time and in the future. That can include environmental and social factors, as well as governance and ethics.
How we implement this policy:

¢ Build knowledge and awareness internally and among our key stakeholders
¢ Report and communicate on our responsible investment programme
e Create ESG investment solutions for clients

e Ensure accountability and senior support for our responsible investment programme
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Appendix Ill. BNY Mellon’s ownership of Insight Investment

Founded in 2002, Insight Investment Management Limited (IIML) announced its acquisition of Rothschild Asset
Management Limited (RAM) in 2003. In November 2009, IIML became part of The Bank of New York Mellon
Corporation — one of the world’s major financial services groups with operations in 35 countries serving more than
100 markets. In 2013 currency risk management specialist, Pareto Investment Management Limited (PIML),
became part of Insight, while more recently, US fixed income boutique Cutwater Asset Management (Cutwater)
was acquired by BNY Mellon in 2015. Today, these businesses operate as Insight Investment.

Insight operates with an independent management structure and boards, which include a number of non-executive
directors. As part of BNY Mellon’s multi-boutique structure, Insight has the backing of a sound global financial
institution for which asset management is a core strategic priority.
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Appendix IV. Conflict of Interest Policy

Potential Conflict of Interest scenarios and actions taken to address them

There are a number of potential conflicts of Interest that are inherent in relation to stewardship activities at Insight.

Insight acts as discretionary investment manager to a number of institutional clients such as pension funds, local
authorities, insurance companies and investment firms.

Our policy is that Insight must not place its own interests unfairly above those of its customers. During the course
of stewardship activities and investment management activities, from time to time Insight will encounter potential
situations where a conflict of interest may occur. This Policy discusses the processes in place to reduce the
possibility of such conflicts arising, and if they do, the guiding principles which should be used in their resolution.
This Policy should be read in conjunction with the BNYM Code of Conduct.

The BNYM Code of Conduct is applicable to all Insight Investment staff and sets out our responsibilities in relation
to managing conflicts of interest in a number of different scenarios, i.e. personal trading, gifts and entertainment
and outside employment and interests. Adherence to the Code of Conduct of is highlighted as part of new
colleagues’ induction and existing colleagues are reminded via the Code of Conduct Questionnaire completed on
an annual basis.

Conflicts management

When considering conflicts of interest in the context of Insight’s activities, the following overriding principles should
be recognised:

¢ Insight’s investment management business is predominantly discretionary on behalf of a range of professional
clients. Insight does not ordinarily act as principal to any trade and as such, deal-related conflicts between itself
and its customers do not arise. However, a number of policies are in place to ensure that staff dealing and
inside information is appropriately managed to avoid any conflicts of interest.

o Potential conflict situations may arise between the interests of the clients for which Insight operates. Insight’s
investment management process has been designed to give full consideration to the interests of its customers,
e.g. the deal aggregation and allocation procedures, Order Execution Policy, a Material Non-Public Information
and Insider Information policy and appropriate segregation of duties to ensure the fair and equal treatment of
all clients.

o Insight is a separate asset manager within the BNY Mellon Investment Management boutique structure and is
located in its own secure premises. The organisational structure and hence the operational independence of
Insight is such that conflicts are unlikely to arise between Insight and the other BNYM businesses. Effective
Chinese Wallls are in place between the parent BNYM and its business and Insight to manage potential
conflicts should they arise.

As a consequence of these points, in the vast majority of instances, potential conflicts associated with Insight's
activities are unlikely to arise. Where conflicts do arise the matter is discussed as relevant between senior
business managers, Compliance and Risk to ensure that appropriate action is taken. All new conflicts are also
reported via our governance framework.
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Proxy voting

Insight shall vote proxies on behalf of clients for whom Insight has been given and agreed to accept voting
authority. The fundamental guideline followed by Insight in voting proxies is to ensure that the manner in which
shares are voted is in the best interests of clients and the values of their investments. Any general or specific
proxy voting guidelines provided by a client or it designated agent in writing will supersede the specific guidelines
in this Policy.

Insight will always seek to act in the best interests of its clients when making investment decisions or
casting votes on their behalf. Where BNYM, Insight or the clients themselves have business relationships
with investee companies, these will be disregarded by Insight in making its investment or voting decisions.

External interests

Insight’s policy is that the firm and its employees must not place their own interests unfairly above those of
Insight’s customers. Although not likely to present a conflict of interest with Insight’'s day-to-day activities in many
cases, colleagues are required to disclose such interests and request pre-approval where required via the ethics
office. For example, external directorships held as a result of Insight’s business in those companies that are not
subsidiaries of the Group. This will include situations where the investment manager or analyst holds directorships
in companies they hold in client portfolios or which they provide analysis.

Conclusion

Although it is unlikely that conflicts of interest will be allowed to compromise the duty Insight owes to its customers,
where a situation does arise, Insight should only proceed with a transaction if, after due consideration, it believes
that it will be in the best interests of the customer and every effort has been made to manage conflicts.

All customers must be treated equally and the interests of customers should at all times take precedence over the
interests of Insight or BNYM.
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Contact page

Main contact
Title
Telephone
Email

Address

www.insightinvestment.com

Joshua Kendall
Senior ESG Analyst
+44 20 7321 1879

joshua.kendall@insightinvestment.com

160 Queen Victoria Street,
London EC4V 4LA

0 @insightinvestim

@ company/insight-investment
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Risk disclosures

* Investment in any strategy involves a risk of loss which may partly be due to exchange rate
fluctuations.
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Other disclosures

This document is a financial promotion and is not investment advice. Unless otherwise attributed the views and
opinions expressed are those of Insight Investment at the time of publication and are subject to change. This
document may not be used for the purposes of an offer or solicitation to anyone in any jurisdiction in which such
offer or solicitation is not authorised or to any person to whom it is unlawful to make such offer or solicitation.
Insight does not provide tax or legal advice to its clients and all investors are strongly urged to seek professional
advice regarding any potential strategy or investment. Issued by Insight Investment Management (Global) Limited.
Registered office 160 Queen Victoria Street, London EC4V 4LA. Registered in England and Wales. Registered
number 00827982. Authorised and regulated by the Financial Conduct Authority. FCA Firm reference number
119308.

© 2019 Insight Investment. All rights reserved. IC1318
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