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FOREWORD
At Columbia Threadneedle Investments,
we strive to be responsible stewards of
our clients’ assets, allocating their capital
within a framework of robust research
and good governance.
These are not just words. At the core
of our business is active management
of our clients’ investments through the
thoughtful and well-researched allocation
of capital to companies and organisations,
real estate and infrastructure assets in
a manner that creates long-term value,
supports economic growth, and serves
broader prosperity. Robust stewardship
is directly linked to these outcomes.
It ensures that good governance is the
lifeblood of our investment process and
is foundational to our ability to achieve
desired results and ultimately deliver
for our clients. This is because active
ownership through continuous monitoring,
targeted engagements and strategic
voting enhances research insights, drives
change and helps create future value.
It equates to carrying out our duty to be
good fiduciaries of the assets our clients
entrust us with.
Powering our investment approach are
hundreds of investment professionals
based around the world, specialising
in research, risk assessment and
portfolio management. Sector, policy
and thematic analysts, data scientists,
as well as stewardship and proxy voting
specialists work alongside our portfolio
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managers. They all share a common
belief that companies which demonstrate
sustainable business models,
organisational stability, and the ability to
drive change where necessary are best
placed to deliver long-term value to all
stakeholders, including shareholders.
In its simplest form, the consideration
of environmental, social and governance
factors, alongside financial information,
allows us to build a holistic picture of
the risks and future return prospects of
investment opportunities, resulting in
better risk-adjusted returns for our clients.
In a more targeted way, it also allows
us to select investments that can help
achieve specific outcomes when and if
desired.

when the EMEA business of BMO Global
Asset Management became part of our
organisation. Through this strategic
acquisition, we have gained significant
depth and complementary capabilities in
responsible investment and stewardship
specifically. As we bring together our
expanded business, we are focused on
embedding a strengthened, firmwide
approach to stewardship that reflects our
commitment to investing in a rigorous,
transparent and responsible manner.
This is a strategic priority, and we believe
it will be of great benefit for our clients.

As active investors, we understand
and embrace our role to drive change,
deliver desired client outcomes and
continue to make our own contribution
to a sustainable future. I hope you enjoy
reading this report.

Nick Ring
CEO, EMEA
Columbia Threadneedle Investments

These principles have long been integral
to our investment approach, and we work
hard to ensure we manage our business
in a way that supports our fiduciary duty
and aligns our stewardship activities with
our own organisational purpose, culture,
and values.
Continual improvement is part of our
approach, recognising the need to evolve
alongside a growing focus by clients
and regulators on investing responsibly.
In this report we highlight activities
undertaken during 2021 to further
strengthen our research, stewardship,
and engagement efforts. In November
2021 we took an important step forward
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Stewardship at a glance
Explore the 2021 highlights of our active
ownership activities

We voted at

5,990 67
company shareholder meetings in

We voted against
management at

We had

countries

47%
of all meetings

We identified over

1,600
60,000

We cast dissenting votes
in the election of

41
|6

3,142
unique issuers engaged

We raised the threshold for board
gender diversity at US issuers from

15% to 20%
from 2020 to 2021

directors for inadequate
board diversity

We cast dissenting votes in the
election of 41 directors for lack
of climate action

corporate issuer meetings,
which represents

significant votes within more than

total votes cast

447

8,784

7

dedicated stewardship
professionals who support 100’s
of investment colleagues who
actively engage

and subsequently to

25%

for 2022
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PRINCIPLE 1 – Purpose, strategy and culture

How our purpose, investment beliefs, strategy, and culture
enable stewardship that creates long-term value for clients and
beneficiaries leading to sustainable benefits for the economy,
the environment and society.
Context
Organisational model and purpose
Columbia Threadneedle Investments is a global
asset manager that provides a broad range of
actively managed investment strategies and
solutions for individual investors, financial
advisers, wealth managers, insurance firms,
pension funds, and other institutions around
the world. Together, our clients entrust us with
£557bn1 in assets under management, invested in
an array of pooled strategies or bespoke solutions
matched to clients’ specific requirements. We are
part of Ameriprise Financial, a US-headquartered
financial services firm, and we share a culture and
a strong commitment to helping our clients feel
confident about their financial futures.

PRINCIPLE 1

Purpose, strategy and culture

Our reach is expansive, with a global team of
2,500 people working together. Our expertise
is diverse with more than 650 2 investment
professionals sharing global perspectives across
all major asset classes and markets. In essence,
the purpose of our business is our ability to
achieve investment success by delivering the
outcomes desired by our clients and wider
stakeholders. While this means different things to
different people, the common denominator is our
commitment to allocate capital within a framework
of robust research and good governance. By doing
so, we fulfil our core role as being a responsible
stewards of our clients’ assets.

Our stewardship practices are intrinsically
linked to our success as a business and as
an organisation. We commit to always act
responsibly, transparently, and in the best
interests of those who trust us to manage
their investments. We dynamically interact with
companies and organisations to enhance
insights, drive change, and help create future
value. As such, stewardship through continuous
monitoring, targeted engagements and strategic
voting is core to our purpose.
In line with being responsible stewards of our
clients’ assets, we ensure a rigorous approach
to our own corporate responsibility that promotes
sustainable long-term value creation. Every
year we publish a responsible business report,
outlining our commitment to managing our
business in a responsible and transparent manner
and reviewing our progress and activities for the
period. This includes how we serve our clients,
manage their assets, support and develop our
employees, and contribute to our communities.
Published on our website, the report emphasises
the core roles we play as a responsible partner
to our clients; responsible investor; responsible
employer; and responsible citizen.

1
Source: Ameriprise Financial Q4 2021 earnings release, includes BMO GAM (EMEA). For the purposes of this report’s relevant reporting period (2021), all quoted figures and described practices from
hereon will refer to the months preceding the completion of the acquisition of BMO GAM (EMEA) by Ameriprise on 8 November 2021.
2
Columbia Threadneedle Investments as at 31 December 2021, including BMO GAM (EMEA). For the purposes of this report’s relevant reporting period (2021), all quoted figures and described practices
from hereon will refer to the months preceding the completion of the acquisitionof BMO GAM (EMEA) by Ameriprise on 8 November 2021.
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PRINCIPLE 1 – Purpose, strategy and culture

Culture and values
We are proud of our culture at Columbia
Threadneedle – it is a key driver of our success
and one of the features that defines us.
Maintaining our culture is critical to our ability
to deliver for our clients and provide them with
a level of service that meets or exceeds their
expectations.
To us, delivering for our clients means providing
the desired investment performance, net of fees.
It also means maintaining an infrastructure that
supports our clients, protects their assets, and
allows us to provide excellent service, including
administration, oversight, analysis and reporting.
This commitment to ensuring our clients are at
the heart of everything we do is reflected in our
values, as set out below:
n CLIENT FOCUS: We think strategically and creatively
to drive innovation to best serve our clients and other
stakeholders.
n EXCELLENCE: We operate at the highest standards
to deliver excellent results and manage risk for our
stakeholders and the company.
n RESPECT: We are ethical, principled, respectful,
collaborative, and inclusive. We support our
communities.
n INTEGRITY: We actively identify opportunities to
improve and are accountable for earning and keeping
our stakeholders’ trust.
As part of being a values-led organisation that
attracts, develops and retains the best talent, we
foster a culture in which all employees feel safe,
included, valued, and respected. We embrace
the unique contributions of everyone at Columbia
Threadneedle and empower employees to deliver
value for our diverse clients and community.
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Why this matters to our stewardship
activities
Our stewardship activities are shaped by these
core values, to which we expect to be held
accountable and which guide our focus and
understanding of the organisations we invest in.
We view our stewardship and voting activities as
the most effective way to influence a company’s
governance, management, board, and strategy
and an important driver of positive change.
The most important votes in this regard are in
the election of directors, who are collectively
responsible for the long-term success and
leadership of the companies they manage.
We have a clear policy framework based on
priority areas such as director tenure, diversity
and remuneration.
For example, we believe boards need to have
appropriate independent membership and an
effective balance and diversity that complements
the strategy, operations and footprint of the
business. We will also vote against actions or
policies designed to discriminate against minority
shareholders.
In 2021, we voted against management to signal
our dissatisfaction or desire to drive change at
47% of all meetings. This includes casting 447
votes against management on board diversity and
41 on climate change. A comprehensive review of
our 2021 voting activity features in Principle 12.

Stewardship Report 2021

PRINCIPLE 1 – Purpose, strategy and culture

Our values in practice: supporting diversity
Increasing inclusivity and diversity throughout our employee population is one of our strategic
imperatives. By creating an inclusive environment that values fresh ideas from a variety of
backgrounds, demands input and commends teamwork, we leverage the diverse skills and
perspectives of our people to generate our best investment thinking and business results.
We have a global Diversity & Inclusion (D&I) framework, supported by regional action plans and
accountability across our key regions of North America, Europe, Middle East and Africa (EMEA)
and Asia Pacific. In EMEA, our gender action plan is based on four strategic pillars of our broader
diversity and inclusion blueprint:
1. Build inclusive leadership skills of employees through training and awareness
2.	Strengthen our pipeline of female leaders with continued focus on development
and engagement
3.	Maintain focus on recruitment of female talent
4.	Leverage community partnerships to engage internal and external stakeholders.
We actively measure gender balance initiatives and report to senior management on a regular
basis to ensure we continue to make progress.

Specifically in 2021, we:
n Included mandatory D&I training for the investment department which required each
investment professional to complete a minimum of three online or in-person training courses
n Refreshed our EMEA D&I strategy to increase leader accountability by setting clear and
meaningful expectations as part of the annual appraisal and reward process. As such, our
people leaders’ performance is measured against our ‘Inclusive Leader Goal’, with clear
criteria to be met to achieve a satisfactory rating which is linked to annual compensation.
n Continued our active support of external D&I initiatives. This includes the Pride and Allies
Network, The Diversity Project, and Her Majesty’s Treasury’s Women in Finance Charter, where
we were the first asset manager signatory. In addition, we publish an annual D&I progress
report connected to the Charter.
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Investment beliefs
As an asset manager, we recognise the important
role we play in the economy, helping transfer
today’s savings into investment for tomorrow –
enhancing productivity, supporting sustainable
opportunity, and enabling future growth. This is
why we take extreme care in allocating capital3
to companies and organisations, real estate
and infrastructure assets in a way that creates
long-term value, supports economic growth, and
serves broader prosperity.

To be able to fulfil our role as a responsible
fiduciary and deliver consistent, long-term client
success, responsible investment (RI) has long
been integral to our investment research and
decisions. The rationale is clear: companies with
sustainable business models that look to the
future have more potential to deliver value to all
stakeholders, including shareholders. Therefore,
RI forms a key pillar of our distinct investment
philosophy:

Columbia Threadneedle’s investment approach
Global perspectives
n The continuous exchange of insights across asset classes, regions and sectors is ingrained in
our investment processes and is critical to understanding investment issues and opportunities
that preserve and create value. Investment professionals around the globe debate topics
to ensure consideration of multiple perspectives to identify catalysts, risks, and associated
milestones. Discussions can focus on the macro and micro research agenda, change portfolio
composition, and reprioritise engagement topics.
n During 2021 our conversations centred around energy transition, continuing impacts of
Covid-19, inflation, net zero, China’s financial system, demographic trends, and carbon pricing,
amongst others. These perspectives helped to shape our research agenda by highlighting how
global events impact regional markets and individual investments. They also help to set
engagement goals.

GLOBAL PERSPECTIVES

RESEARCH INTENSITY

n Global research is our foundation. Our research culture is underpinned by equity, fixed income,
real estate, macroeconomic, responsible investment, trading and data science professionals
who collaborate with each other and transfer insights across the firm. The objective is to
identify high probability, value-added investment ideas. At Columbia Threadneedle, we call this
research intensity. We believe it differentiates us and adds value for our clients. A core part of
this research effort is our engagement with companies prior to allocating capital, in order to
build an understanding of the business or asset and aid the assessment of value and risk.

INVESTMENT
APPROACH

CONTINUOUS IMPROVEMENT

Research intensity

RESPONSIBLE INVESTMENT

Responsible investment
n We seek to invest our clients’ capital in companies, organisations, and other investment
opportunities that support sustainable growth. This is critical to delivering benefits for
all stakeholders and is a key contributor to the global economy and society. Columbia
Threadneedle’s approach is comprehensive, taking account of financially material factors with
a focus on governance, energy and climate transition, community wellbeing, labour practices,
and sustainability. An evidence-based approach is used to inform portfolio construction, aid
in the prioritisation of engagement, and support voting activity.

Continuous improvement
n A team dedicated to investment consultancy and oversight engages with our portfolio
managers and research analysts to ensure we remain aligned with the research processes,
investment positioning, and philosophy represented to clients and regulators. This ensures
the consistency and integrity of each investment strategy.
n The team also identifies opportunities to continually improve. The pursuit of continuous
improvement also informs our engagement approach, where we focus on a consultative role to
help companies improve for the benefit of all stakeholders. Principle 9 explains how we do this
and how effective our engagements have been.
3
We use the term capital allocation in the context of our firm’s place in the capital cycle, whereby we allocate the capital our clients entrust us with to well-researched companies and organisations in order
to grow productive activity in the economy and support social development and prosperity. This, in turn, generates financial returns for our clients.
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Stewardship in this context
Responsible investment is a widely used term
with different connotations. We use it as an
umbrella term that encompasses the notion of
being responsible stewards of capital and runs
through the entire investment process, from the
initial assessment of the investment opportunity
and associated risk, through to being active,
responsible owners of companies and other
assets. Core to our investment philosophy is
the belief that companies that demonstrate
sustainable business models, organisational
stability, and the ability to effect positive change
are more likely to deliver value for our clients.

Stewardship Report 2021

As responsible stewards
of capital, we engage
with companies to gain
a better understanding
of their business and
approach.

Stewardship Report 2021

PRINCIPLE 1 – Purpose, strategy and culture

Being active owners
Once we have made an investment decision,
as active owners we continue to research and
monitor the companies/assets we invest in,
engage where we see the need for change and
strategically vote to signal our approval or dissent.
Our ESG Materiality Ratings and our thematic
research help us define areas of prioritisation
and drive our proactive engagement strategy.
In our voting we focus on sustainability risks,
operational excellence, capital allocation policies,
and managerial incentives. On matters of
dissent, we will always seek to engage first rather
than divest, but if issuers do not demonstrate

progress on matters that we believe are in our
clients’ best long-term economic interests, we
may consider voting against specific resolutions
at shareholder meetings, reducing our holdings,
or exiting an investment. We are also committed
to collaborating with other organisations and
investors in the development of stewardship,
governance and responsible investment
frameworks, aimed at improving practices
and markets. Our collaborative engagement is
described in more detail in Principle 10.

Assessing investment opportunity and risk

In support of this effort, we have built a
proprietary ratings system fuelled by billions of
data points (our ESG Materiality Ratings) which is
explained in Principle 7. Thematic research is also
an integral part of our analysts’ work and explores
topics such as energy transition, human capital
development and carbon policy.

| 14

As good stewards of client assets,
we invest responsibly by:
£

Assessing investment
opportunity and risk

Financial
research

ESG
research

Engagement
for insight

point of investment

At the beginning of the investment process,
whereby we search the investment universe for
companies and assets to invest in, we define RI
as the integrated consideration of Environmental,
Social and Governance (ESG) factors, with the
ultimate aim of identifying companies that are
well-managed. This forms part of our fundamental
research process, during which we engage with
companies to gain a better understanding of their
business and approach. Together with financial
performance, an understanding of companies’
governance, as well as their management of
environmental and social factors, helps us build a
fuller picture of future risk and return prospects.
Our RI analysts work hard to gain a deeper
understanding of ESG issues within industries
and individual companies, focusing on operational
resilience and identifying risks and opportunities.

Being
active owners

Financial
research

ESG
research

Engagement
for
improvement

Voting
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Activities and outcomes
We work hard to ensure our stewardship approach
remains consistent with our purpose, investment
beliefs, culture, and values, and meets our goal to
deliver better long-term, risk adjusted returns for
our clients. This is a continuous, multi-year effort
that encompasses our global business and client
offering and includes commitment and investment
in people, training and development, technology,
planning, and implementation.

n To aid our energy transition research and
engagement activities, we developed a
proprietary net zero scoring framework,
identifying critical parameters and metrics
that company management teams need to
consider to decarbonise. This exercise provided
insight into companies’ current preparedness
to successfully achieve net zero by 2050.
Importantly, we also identified associated
engagement questions. Every 18 months, we
will rescore companies to track changes and
improvements following continued analysis and
engagement.
n We also undertook a research-intensive, global
project to understand the impacts of Covid-19,
one of the biggest systemic risks of our time.
As the pandemic shut down the global economy,
our analysts across the world focused on
understanding the effects of the pandemic on
society and markets and modelling possible
recovery trajectories from the crisis. We stresstested our macro and micro models for multiple
infection rate scenarios, vaccine development
timelines, and associated economic measures.
This research helped our investment teams
navigate the period by enabling the right
discussions with investee companies and
allowing them to guide clients through the crisis
in a calm way, ultimately reducing the likelihood
of unexpected investment outcomes.

This report provides a snapshot of the relevant
activities undertaken and outcomes achieved during
2021, demonstrating meaningful advances in our
ability to serve evolving stakeholder expectations
when it comes to fulfilling our role as responsible
stewards of capital. The following activities during
2021 were focused on improving the alignment
of our stewardship with the four pillars of our
investment philosophy, as set out above.

n We established a new governance framework
to ensure that we can effectively and efficiently
respond to the growing number of responsible
investment-related requirements impacting
both our firm and our clients. Our new, global
RI Commercial Decision Forum (described
in Principle 5) defines firm-wide priorities
related to all things responsible investment and
oversees their execution.
n We work hard to ensure that our employees
are given the training, opportunities and tools
they need to excel in their jobs and continue
in their professional development. We held
several training sessions throughout the year,
including three mandatory sessions with
global investment personnel to further
embed our responsible investment philosophy.
We also conducted training in our proprietary
responsible investment security and portfolio
construction tools and analytics which help
identify areas for additional research and
engagement.

n We formally committed to major industry
initiatives to help promote well-functioning
markets. During 2021, Columbia Threadneedle
joined Climate Action 100+ and the Net Zero
Asset Managers Initiative, committing to
contribute towards the shared goal of significant
reductions in greenhouse gas emissions in our
portfolios. We also continued to participate in
industry forums to support the development of
the social and green bond markets and were
pleased to see the launch of the UK’s first green
sovereign bond in September 2021.
n Several enhancements were made to our
corporate governance and proxy voting
principles. We continued to raise our thresholds
against which we evaluate adequate board
gender diversity and saw this through in our
voting response where diversity was found
lacking. We adopted a new benchmark voting
position on board ethnic and racial diversity
threshold at FTSE 100 issuers, abstaining
from voting on the Nominating Committee
Chair where no ethnic or racial diversity was
observed. We also adopted a new benchmark
voting position on climate-related matters, with
a focus on issuers who have not adequately
demonstrated preparedness for managing the
energy transition.

n We undertook a global exercise to assess each
of our investment strategies according to their
consideration or promotion of ESG factors.
We categorised them into standard strategies
that are RI informed; integrated strategies with
an RI tilt; dedicated strategies that promote RI

n We added 10 SICAV funds to our Article 8
fund range. This followed CSSF approval of an
update to the funds’ investment policy, making
the promotion of environmental and social
characteristics a binding commitment. Article
8 funds also commit to investing in companies
that follow good governance practice.
n We significantly strengthened our responsible
investment resource when BMO GAM (EMEA)
became part of our organisation. In coming
together, we combined complementary
strengths to form a differentiated capability
based on creating value through research
intensity, driving real-world change through
active ownership, and partnering with clients
to deliver innovative solutions. The Responsible
Engagement Overlay (reoTM) capability, which
provides engagement services for over £828bn
in client assets,4 adds significant resource and
strength to our stewardship activities globally.
We believe this greatly enhances our client
proposition.

While we believe we made good progress in
2021, we recognise that more is to be done to
fully and effectively respond to evolving client,
regulatory and market demands. This is why
responsible investment is a key part of our
2022 Global Strategic Blueprint, reflecting the
long-term, strategic importance to our business
to deliver on our promise of being responsible
stewards of our clients’ capital.

4
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factors; and outcome strategies with an explicit,
sustainable primary objective. This allowed us
to provide clearer guidance to our investment
professionals as well as tailor our engagement
initiatives more precisely to the needs and
requirements of each strategy.

as at 31.12.2021.
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PRINCIPLE 2 – Governance, resources, and incentives

How our governance, resources,
and incentives support stewardship.
Context
Columbia Threadneedle Investments has a
comprehensive corporate governance framework
that enables timely escalation and resolution of
issues, whether operational, legal, or regulatory in
nature. This framework is designed to ensure the
governing committees are operating cohesively
and making decisions consistent with their
mandates, as well as to provide a forum for
escalation and discussion. The structure also
supports the firm’s objectives to advance a
culture of compliance, as well as to understand
and manage both existing and emerging risks.
The organisation is comprised of three regions:
North America (NA); Europe, Middle East and
Africa (EMEA); and Asia Pacific (APAC). Each of
these regions has an aligned statutory and
business governance framework.

PRINCIPLE 2

Governance, resources,
and incentives

Senior executives oversee each region on the
ground comprising a Business Management
Committee (BMC), a Risk and Controls
Committee (RCC) and an Investment Oversight
Committee (IOC) in NA or Investment
Management Committee (IMC) in EMEA and
APAC. The latter oversee the firm’s stewardship
principles and approach, as well as the proxy
voting subcommittee. Our corporate governance
and proxy voting principles describe our views
on key environmental, social and governance
issues, which we regularly debate and review.
We use these principles to inform our monitoring
and assessment of issuers and to ensure we
vote consistently across the firm. More on that
in Principle 12.
The below graphic illustrates the way in which
our corporate oversight committees are
supported by a variety of business committees,
sub-committees, forums, and working groups.

Global governance structure
North America
(NA)

Europe, Middle East, Africa
(EMEA)

Asia Pacific
(APAC)

Global Head Group (GHG)

Investment
Oversight
Committee

Business
Management
Committee

Risk and
Controls
Committee

Investment
Management
Committee

Business
Management
Committee

Risk and
Controls
Committee

Investment
Management
Committee

Business
Management
Committee

Risk and
Controls
Committee

Stewardship principles and approach
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PRINCIPLE 2 – Governance, resources, and incentives

Global governance structure
and escalation
As well as overseeing our stewardship principles
and approach, the IOC/IMC is responsible for
the overall investment oversight processes at
Columbia Threadneedle. This investment oversight
structure intends to help fulfil our fiduciary
duties and protect clients from exposure related
to unexpected investment risk and/or return.
Oversight activities include the (i) review of client
accounts; (ii) review of outstanding investment,
trading, research, and related issues including
potential liquidity concerns and other investmentrelated risks; and (iii) identification of investment,
trading, research, and related issues.
Finally, the Ameriprise Enterprise Risk
Management Committee (ERMC), chaired by the
Ameriprise Chief Executive Officer, is responsible
for ensuring the effective design, implementation,
and operation of Ameriprise-wide Enterprise Risk
Management (ERM) processes and frameworks.
This includes managing risk exposures, integrating
risk processes into business operations, and
ensuring the organisation has effective risk
policies and procedures.

Responsible investment commercial
decision forum
As the pace of policy, regulatory and market
initiatives in all things responsible investment
continues to gain momentum, we identified
the need for a more formal structure to embed
these matters more efficiently throughout the
firm, including those related to our stewardship
activities. Formed in 2021, the RI Commercial
Decision Forum comprises global and functional
leaders and defines firm-wide priorities, supported
by working groups tasked with achieving set
targets, commitments, or goals. There are clear
escalation and delegation channels, and any
resulting recommendations are taken to the
relevant governance or regulated board(s) for
approval, for example the IMC in EMEA. The RI
Commercial Decision Forum is described in more
detail under Principle 5.
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Activities and outcomes
A key focus of our stewardship activities is to
enhance our investment research so that we can
make informed capital allocation decisions as
active investors. Our research, monitoring and
decision-making is enhanced through engagement
with companies and organisations on matters
such as strategy, capital management, mergers
and acquisitions, financial performance, standards
of operating practice, and management of material
risks including those relating to ESG factors.
We have a 130-member global fundamental
research team led by Kirk Moore, Global Head
of Research. The team includes 16 responsible
investment professionals with a focus on policy,
thematic research, stewardship and proxy voting
and data/analytics. The inclusion of these experts
in our broader global fundamental research team
follows efforts undertaken in previous years
to meaningfully integrate ESG factors in our
investment processes by encouraging closer
and more fundamental collaboration.

Stewardship Report 2021
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Resource for stewardship activities
Title

Location

Firm
start date

Industry
start date

Iain Richards

Head of Responsible Investment Policy

London

2012

1994

Andrew McKee

Senior Analyst

London

2021

2010

Individual

Policy Focus

Thematic Research Focus
Roger Wilkinson

Head of EMEA Equity and Responsible
Investment Research

London

2019

1995

Dr. Ben Kelly

Senior Analyst

London

2017

2007

Olivia Watson

Senior Analyst

London

2018

2006

Natalia Luna

Senior Analyst

London

2020

2010

Jessica Williams

Analyst

London

2018

2014

Stewardship & Proxy Voting

The table overleaf provides more detail on who
these 16 professionals are and where they are
based. It includes six new joiners to the team
in 2021 but excludes our new colleagues from
BMO GAM (EMEA).

Malcolm Ryerse

Head of Stewardship and Portfolio Manager Minneapolis

2010

2010

Troy Sawyer

Head of Proxy Voting

Minneapolis

1997

1997

Tyler Blenkush

Analyst

Minneapolis

2014

2014

Stacia Lagges

Analyst

Minneapolis

2016

2007

As noted before, the integration will add significant
stewardship resources and is currently in progress.
We expect to be able to provide more details
during 2022.

Geetika Jobanputra

Analyst

London

2021

2006

David Honick

Analyst

New York

2022

2011

London

2017

2016

Freddie Rowan-Hamilton Analyst

Data & Portfolio Analytics
David Fake

Analyst

Minneapolis

2013

2009

Bina Desai

Analyst

Boston

2016

2008

Source: Columbia Threadneedle Investments, as at February 2022.
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As set out in Principle 1, increasing inclusivity and
diversity throughout our employee population,
including our investment teams, is one of
Columbia Threadneedle’s strategic imperatives.
By creating an inclusive environment that values
fresh ideas from a variety of backgrounds,
demands input and commends teamwork, we
leverage the diverse skills and perspectives of our
people to generate our best investment thinking
and business results. These results are for,
and on behalf of, our clients, shareholders and
employees.
To achieve this strategic imperative we have
been taking specific steps and as a result have
successfully increased female representation
among our RI professionals from 29% on
31.12.2020 to 38% on 31.12.2021. For example,
we require a diverse pool of candidates to
be considered by the hiring manager for any
open role. We have also evolved our entry level
rotational program, the source for associate-level
investment professionals, to focus on candidates
with diverse backgrounds, gender, and ethnicity.
Each quarter, senior people managers receive a
report that outlines progress towards increased
diversity. This progress is reported to senior
managers quarterly and discussed in annual
reviews, which can influence compensation.

Investment systems, process,
research analysis and service
providers
We continue to make significant investments in
technology to support our research and inform
our stewardship activities. Leveraging our data
science team and in-house advanced analytics,
we have developed a proprietary ESG Materiality
Rating, which has continued to be integrated
into our corporate fundamental research during
2021. Corporate analysts, collaborating with
our responsible investment experts, use the
ESG Materiality Ratings, as well as thematic
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frameworks, to initiate engagements with
companies, as described in Principle 9. During
2022, we expect to expand the ratings to other
asset classes, including sovereign, structured
product, and municipal issuers.
While we believe in the value of proprietary
research as the primary source of analysis, we
do leverage external research to support our own
analysis and research. We use a select group of
providers for what we view to be valuable data and
research that enable effective management of
assets on behalf of clients. These include Aladdin,
Bloomberg, CorpAxe, Morgan Stanley Capital
International (MSCI), Institutional Shareholder
Services (ISS), and other data providers.
Our oversight of external service providers is
described in Principle 8.

Corporate analysts,
collaborating with our
responsible investment
experts, use the ESG
materiality ratings, as well
as thematic frameworks,
to initiate engagements
with companies.

Stewardship Report 2021

Performance management and
reward incentivising stewardship
Asset management is a performance-led
profession, and we employ a robust system
and process to monitor, measure and reward
employee performance. Across the company, we
use a consistent balanced scorecard approach
to determine incentive amounts for employees
at all levels. Every employee’s performance
is measured against explicit performance
goals as well as against our values of Client
Focus, Excellence, Integrity, and Respect.
We assess employees’ behaviours across our
four leadership expectations – results leadership,
thought leadership, people leadership and self
leadership. This ensures employees are rewarded
both for what they do and how they do it.
For employees in investment roles, we believe
appropriate stewardship and active engagement
activity is intrinsically linked to investment
performance and is therefore also reflected in
all investment professionals’ performance goals
and incentives.
In 2021, we went further and made an explicit
requirement that all investment professionals
actively consider ESG elements when researching
companies and constructing portfolios that are
based on securities of corporate issuers.
This was included in individual performance
goals and incentives.

PRINCIPLE 2 – Governance, resources, and incentives

These processes are designed to assure the
consistency and integrity of each investment
strategy and inform our understanding of portfolio
managers’ continued performance as well as the
depth of RI integration in portfolios.
We are currently working towards putting systems
in place to more directly measure and link
engagements to client outcomes. All external
company meetings are logged in a global calendar
to alert all interested investment professionals,
allowing for efficient and effective exchange of
information. During 2022, we expect to complete
the installation of technology that automatically
links and tags meetings to research notes that
are stored in our data lake, resulting in more
effective search, sharing and engagement
milestone tracking.
We believe that our governance, resources,
and incentive structures enable effective
stewardship at Columbia Threadneedle.
We look to continuously improve, to maintain
the trust of, and deliver the results expected
by our clients. The development of the crossfunctional RI Commerical Decision Forum,
our continued investment in both people and
technology, and the alignment of our incentive
structures with the active consideration of ESG
elements all support our efforts as responsible
stewards of our client assets.

An important part of our investment philosophy
and approach is our Investment Consultancy and
Oversight function, as outlined in Principle 1, which
engages with our portfolio managers and research
analysts to ensure we remain in alignment with the
research processes, investment positioning and
philosophy presented to clients and regulators.
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PRINCIPLE 3 – Conflicts of interest

How we manage conflicts of interest to put
the best interests of clients and beneficiaries first.
Context
Columbia Threadneedle Investments maintains a
comprehensive framework to manage conflicts of
interest and put the best interests of our clients
first. In this Principle we highlight key aspects
of our general approach to managing conflicts
of interest and outline specific examples of how
we address conflicts in our stewardship and
engagement activities.
All Columbia Threadneedle employees must
comply with the company’s Global Code of Ethics
(Code). The Code identifies several specific
obligations that flow from the duty to manage
conflicts of interest, including:
n To act solely in the best interests of clients at all times
n To make full and fair disclosure of all material facts,
particularly where the company’s interests may
conflict with those of its clients
n To act in a manner which satisfies the fiduciary duty
owed to clients

PRINCIPLE 3

Conflicts of interest
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n To refrain from favouring the interest of a particular
client over the interests of another client
n To keep all information about clients (including former
clients) confidential, including identity, securities
holdings information, and other non-public information

Specific policy requirements of individual
employees to guard against actual or perceived
conflicts of interest include rules restricting
personal trading, political contributions, gifts
and entertainment, outside activities, and the
possession of material non-public information.
The Code is reviewed, attested, and certified by
all employees quarterly.

Approach to the management
of conflicts
As a result of certain aspects of our business,
conflicts of interest may arise between our
different clients and among us and our affiliates.
Columbia Threadneedle must act solely in the
best interest of its clients, including those where
our interests may conflict with the client’s.
Client portfolios are managed in accordance
with established investment objectives, client
guidelines and regulatory requirements.
As conflicts of interest could undermine the
integrity and professionalism of our business, we
seek to identify any conflict situations as early as
possible. Such conflicts might arise between:

n To exercise a high degree of care to ensure that
adequate and accurate representations and other
information is presented appropriately.

n Columbia Threadneedle and affiliated companies

Carefully managing actual or perceived conflicts
of interest affirms our commitment to acting in
our clients’ best long-term interest by putting their
needs ahead of the company or its employees.

n Columbia Threadneedle and client(s)

In addition, the Code requires employees to be
vigilant in terms of identifying circumstances
that may present a conflict of interest. The Code
further delineates a conflict of interest as any
situation that presents an incentive to act other
than in the best interest of a client or without
objectivity.

n Columbia Threadneedle and investee companies, and

n Companies within Columbia Threadneedle
n Columbia Threadneedle and suppliers
n Employees/agents/directors of Columbia
Threadneedle and client(s)
n Columbia Threadneedle and employees
n Client(s) and other client(s).
Where a conflict arises, we seek to mitigate
and manage that equitably and in the client’s
interest with appropriate systems and
controls. Governance and oversight designated
responsibilities include policies, procedures,
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conflict registers, monitoring and reporting,
governance committee meetings, staff training
and ‘whistleblowing’ arrangements.

Where potential conflicts of interest may arise, we
adhere to the following approach and escalation
procedure:

In the normal course of business, we educate
employees about conflicts and make them aware
of our Conflict of Interest Policy. We require all
employees, contractors, and directors to report
any new conflicts of interest they identify to their
line manager for onward escalation.

n As part of the organisation-wide Conflict of Interest
Policy, arrangements and procedures are maintained
to monitor potential conflicts of interest.

In addition, a compliance program is in place to
identify, mitigate and, in some instances, prevent
actual and potential conflicts of interest. Internal
monitoring of the application of the Conflict of
Interest Policy, disciplinary action in the event of
a failure to comply with the policy and the regular
provision of information to management further
support the identification of conflicts.

n Controversial issues are escalated, initially to
the relevant team heads or committee. Where
required, the final arbiter in such cases would be
the Global Head, Global Chief Investment Officer (or
their deputies) or another member of the relevant
investment department’s senior executive group.
Our governance committees are described in more
detail in Principle 2.

n Where decisions involve the pragmatic application of, or
a deviation from, our headline policy, this is documented,
and the explanation and rationale recorded.

n Where issues require escalation, our legal and
compliance teams are consulted as appropriate.

Activities and outcomes
Conflicts of interest relating
to stewardship
Columbia Threadneedle has processes in
place to identify and manage conflicts of
interest relating to our proxy voting practices.
The controls that we have put in place include:
n Maintaining a conflicts of interest company
watchlist. Our proxy voting experts receive a
list of companies that have an existing business
relationship with us and may present a conflict
of interest to the firm. The conflicts of interest
watchlist is maintained by our compliance
function and takes into account, amongst other
matters, whether the company is one of our
clients, a distributor of our funds, a vendor that
provides services to us, or a shareholder in
our parent company Ameriprise Financial, Inc.
The list is refreshed on a quarterly basis and
typically includes 125 companies.
n Voting in accordance with custom policy
templates. We maintain custom voting policy
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templates which provide a benchmark for
taking voting action in conflicted situations.
Votes are cast by a third-party vendor, ISS, in
accordance with our pre-determined voting
guidelines. If a relevant guideline is subject to
case-by-case determination, the proposal is
voted following a recommendation made by the
third-party vendor. These practices keep voting
at arm’s length to avoid a voting decision being
influenced by a conflict.
n Review of voting overrides. Our portfolio
managers in EMEA retain discretion to override
a voting decision that would ordinarily be
made in accordance with a custom policy
template. When doing so, the portfolio manager
is required to document the rationale for the
override. The Head of Global Responsible
Investment Policy (or delegate) independently
reviews any voting overrides and reports each
month to the EMEA-based IMC on whether the
best interests of the client were met.

Stewardship Report 2021

Addressing conflicts of interest:
proxy voting
During 2021, there were eight instances
where our custom policy template was
overridden by an EMEA-based portfolio
manager when voting at a general
meeting of a listed company on our
conflicts of interest watchlist. The Head
of Global Responsible Investment Policy
reviewed the proxy voting practices
throughout this period to ensure that
established procedures were followed,
and any concerns had been appropriately
escalated. A paper was presented each
month to our EMEA-based IMC attesting
that the proxy voting was carried out in
the best interests of the clients whose
voting rights were being exercised. There
were no conflict issues escalated during
2021 to the IMC for matters relating to
voting in corporate issuers.

The overriding test at each stage of this process
is that the approach and actions taken must be
in the interests of those clients on whose behalf
they are being taken.
We are constantly evaluating the effectiveness
of our proxy voting controls and look for
opportunities to strengthen them further.
Our goal is to ensure a consistent approach
across the organisation, and we continue to
make enhancements in this regard.

PRINCIPLE 3 – Conflicts of interest

Conflicts of interest relating
to engagement
Columbia Threadneedle has introduced several
controls to manage and prevent conflicts of
interest arising when an investment professional
meets with a company. These include requiring
employees to remove themselves from situations
where conflicts may arise from their outside
activities. We prohibit employees from holding
directorships with a for-profit company or
organisation. Directorships with a not-for-profit
company and all other outside activities are to be
pre-approved by the employee’s line manager and
the compliance department. Requests will only
be approved where the activity does not create a
conflict of interest.

Addressing conflicts of interest:
outside activities
During the reporting period, an outside
activities notification was made by a
new research analyst who held three
directorships when joining the firm.
As none of these companies were active
at the time of employment, the employee
was asked for the companies to remain
dormant throughout their employment
period.
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PRINCIPLE 4 – Promoting a well-functioning financial system

How we identify and respond to market-wide and
systemic risks to promote a well-functioning financial system.
Context
Our research-intensive approach allows us to
identify and proactively respond to market-wide and
systemic risks. As a large, global asset manager,
we take seriously our responsibility to promote a
well-functioning financial system. We also believe it
is important to work collaboratively with others to
improve how markets function. In the long run, this
benefits us in our investment activities, our clients,
and society.

By employing a global perspective, and ensuring
active collaboration between our investment
professionals, Columbia Threadneedle constructs
durable frameworks to identify potential changes
and the impact of associated risks.
Below we outline our response to Covid-19 as a
major systemic risk which continued during 2021,
as well as our approach to the longer-term risks
of climate change to illustrate how we help to
promote a well-functioning financial system.

Activities and outcomes
Covid-19

PRINCIPLE 4

Promoting a well-functioning
financial system

As the pandemic shut down the global
economy, we responded quickly and
efficiently, focusing on possible recovery
trajectories from the pandemic. We had
previously embarked on a path to increase
the operating leverage of our research
insights by focusing on both people and
technology. This meant rotating speakers
during our global research meetings and
requiring input from across asset classes,
sectors, and regions on each topic of
discussion. We also invested in technology,
data and analytics tools to enhance
operating efficiency.
Our work on Covid-19 involved project
groups looking at each of (i) the immediate
impacts of the pandemic, (ii) the route to
exiting the pandemic and (iii) the long-term
implications, such as post-pandemic public
policy. We stress-tested our macro and
micro models for multiple potential infection
rates, vaccine development timelines and
associated economic measures. This input
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helped our investment teams navigate the
period by enabling the right discussions
with investee companies and allowing them
to guide clients through the crisis in a calm
way, reducing the likelihood of unexpected
outcomes for investors.
An output example is the Columbia
Threadneedle’s Return to Normal Index, with
which we set out to measure data relating
to human activity relative to pre-pandemic
levels as we progressed through the
recovery. Constructed by our data scientists
and fundamental analysts, the index tracks
activities primarily in the U.S., including
travel, returning to work and school, brickand-mortar shopping and eating out at
restaurants. The index is focused on
measuring components of daily life rather
than economic indicators like GDP growth,
and the percentage level moves closer to
100 as daily life normalises. For example,
the index suggests that the US economy
was 21% below pre-pandemic activity levels
on 15 January 2022.
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Return to normal index
The Return to Normal Index tracks activity compared with prepandemic levels as we progress
to post-pandemic normal life.

January 15

79%
0

100

Normal
range

March 1: 60%
May 1: 72%
July 1: 72%
November 1: 83%

September 1: 84%

Source: Columbia Threadneedle Investments as at 15 January 2022.

Our research-intensive
approach allows us to
identify and proactively
respond to market-wide
and systemic risks.
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More recently we have been leveraging our
frameworks to develop scenarios around uneven
supply chain recovery and unexpectedly higher
inflation, which have the potential to impact the
value of investments both between and within
asset classes. This work continues to evolve as
developments unfold and will allow us to respond
efficiently and systematically to market-wide risk.

Energy transition and climate change
As the global demand for energy increases,
the transition from fossil fuels to renewables
to address climate change creates significant
systemic investment risks and opportunities.
In response, we assembled a collaborative team
across equity, fixed income, and thematic analysts
to develop a framework to monitor and measure
the inflection points and identify the impact of
the energy transition across industry sectors.
The team also created a proprietary, net zero
pathway scoring model for use by all our corporate
analysts. This model helps us understand
companies’ current preparedness to successfully
achieve net zero by 2050. Importantly, it also
provides a data-evidenced baseline to support
engagement with the management teams of
the companies we invest in. Every 18 months,
we will rescore companies to track changes
and improvements following continued analysis
and engagement. By actively engaging with
management teams and adjusting capital
allocations, if necessary, we aim to proactively
promote an efficient energy transition.

Engaging global banks
on climate risk

PRINCIPLE 4 – Promoting a well-functioning financial system

This process was designed to establish
progress on targets, measurement, reporting
and underwriting. Questions addressed whether
climate change was incorporated into banks’
strategic planning, what targets were set and who
was responsible for them, climate risk impacts to
their loan books, their engagement with borrowers
and integration and reporting of climate metrics.
Based on their responses and further bottom-up
analysis on climate disclosure within the sector,
we ranked the issuers based on the quality of
their climate strategy and their ability to manage
climate risk.
Integrating our climate scores into the
fundamental rankings resulted in changes to
14 bank ratings and moving issuers between
three and five places in our sector ranking.
This adjustment offers a more complete picture
to portfolio managers of the systemic risk faced
by banks, allowing them to make better informed
investment decisions on behalf of our clients,
and providing a basis for ongoing engagement
around climate change as a systemic risk.

Our net zero pathway
scoring model provides a
data-evidenced baseline
to support engagement
with the management
teams of the companies
we invest in.

Prior to 2021, our fundamental rankings of
banks and financial institutions related almost
exclusively to their governance and culture.
Last year we started proactively contacting
over 50 banks and financial institutions, asking
questions to understand their strategy and risk
management approach to climate change, as a
systemic risk. We then followed up with a series
of engagement meetings.
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Collaboration with others to promote
well-functioning financial markets
In addition to our own activities, we are active
members of industry initiatives supporting a
more effective responsible investment industry.
Our collaborative engagement participation is
described in more detail in Principle 10.
Examples illustrating the kind of engagement
and work undertaken, as well as the outputs
from it, are listed below.

The Value Reporting Foundation
Columbia Threadneedle has been an active
participant in the Sustainability Accounting
Standards Board (SASB) industry working
groups, since its inception, both helping in the
development of sector specific standards, as
well as shaping our own thinking and approach
to related analytics. This ongoing work has
contributed to the development of the first ever
sustainability accounting standards as the basis
for establishing an official international standards
framework. We continue to participate in the
SASB Standards Advisory Group and subscribe
to SASB standards that inform our proprietary
sustainability risk model for thousands of
portfolio companies, as described in Principle 7.
Our analysts engage with companies and
encourage adoption of the SASB standards to
help drive market transparency and promote
disclosure of investment-relevant, comparable,
and decision-useful sustainability information.
Along with other investors, we have helped
hundreds of companies improve their
sustainability management and disclosure.
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International Capital Market Association (ICMA)
Social Bond Principles
Columbia Threadneedle has been an active
member of ICMA’s Advisory Council working
to support the development of ‘specific use of
proceeds’ bonds (green, social & sustainability)
and their use in the capital markets. Given our
experience in social investment in the public
markets, our engagement also focused on ICMA’s
related work. During the period under review,
we have been active participants in their ‘Just
Transition’ and ‘Impact Reporting’ working groups.
The outputs of our engagement have contributed
to updates of the ICMA Social Bond Principles
and the Sustainable Bond Guidelines, as well as
policy submissions on related issues, such as
the European Union’s Taxonomy work.

Impact Investment Institute (UK)
As part of our ongoing work to support and help
develop the impact investment market, we have
played an active role in helping to drive initiatives
in this field. Most notably has been our ongoing
engagement with the UK’s Debt Management
Office and H.M. Treasury on developing a policy
on green gilts, which contributed to the UK’s first
Green Gilt issuance during 2021. In recognition
of these efforts, Simon Bond, Director of
Responsible Investment Portfolio Management,
received the 2021 Outstanding Contribution
to the Sustainable & ESG Investment Industry
Award at Investment Week’s Sustainable & ESG
Investment Awards. The resulting UK Government
Green Financing Framework was developed in
line with ICMA’s Green Bond Principles (2021),
with the Green Gilts being issued to finance UK
Government expenditures across 6 sustainable
categories:

PRINCIPLE 4 – Promoting a well-functioning financial system

Environmental Impact Metrics

Green
category:
Living and
Natural
Resources

n Annual greenhouse gas emissions
reduced/avoided in tonnes of carbon
dioxide (CO2) equivalent
n Increase of area under certified land
management (ha)
n Number of native species which have
benefitted from the project
n Absolute or % reduction in air/water
pollutants
n Hectares of protected areas restored/
maintained
Social Co-Benefits

Environmental Impact Metrics
n Annual greenhouse gas emissions
reduced/avoided in tonnes of carbon
Green
dioxide (CO2) equivalent
category: n Project lifetime greenhouse gas impacts
(MtCO2)
Clean
n
Project
lifetime reduced carbon
Transportation
emissions
n Reduction of air pollutants: particulate
matter (PM), sulphur oxides (SOx),
nitrogen oxides (NOx), carbon monoxide
(CO), and non-methane volatile organic
compounds (NMVOCs)
Social Co-Benefits

n Number of jobs created/supported

n Number of jobs created/supported
n Number of loans to SMEs and/or
microenterprises
n Number of SMEs that receive support
for equipment and facilities and
technological modernisation
n Number of people with access to
sustainable transport systems

Environmental Impact Metrics

Green
category:
Pollution
Prevention
and Control

n Annual greenhouse gas emissions
reduced/avoided in tonnes of carbon
dioxide (CO2) equivalent
n Reduction of air pollutants: particulate
matter (PM), sulphur oxides (SOx),
nitrogen oxides (NOx), carbon monoxide
(CO), and non-methane volatile organic
compounds (NMVOCs)
n Waste that is prevented, minimised,
reused or recycled before and after the
project in % of total waste and/or in
absolute amount in tonnes p.a.
n Amount of waste reused or recycled
(tonnes or in % of total waste)
Social Co-Benefits
n Number of SMEs that receive support
n Number of jobs created/supported

Environmental Impact Metrics

Green
category:
Climate
Change
Adaptation

n Number of flood defences
n Number of properties better protected
Social Co-Benefits
n Estimated number of beneficiaries from
adaptation projects
n Number of jobs created/supported

Environmental Impact Metrics
Environmental Impact Metrics

Green
category:
Renewable
Energy

n Annual greenhouse gas emissions reduced/
avoided in tonnes of carbon dioxide (CO2)
equivalent
n Capacity of renewable energy plant(s)
constructed or rehabilitated in MW
Social Co-Benefits
n Number of households and businesses
supported to transition to low carbon heating
n Number of households benefitted

Green
category:
Energy
Efficiency

n Annual energy savings in MWh/GWh
(electricity) and GJ/TJ (other energy
savings)
n Annual greenhouse gas emissions
reduced/avoided in tonnes of carbon
dioxide (CO2) equivalent
n Level of certification by property
Social Co-Benefits
n Number of households benefitted
n Number of jobs created/supported

Source: HM Treasury | United Kingdom Debt Management Office | Report: UK Government Green Financing Framework, Published June 2021, Pages 25-26
ES1144172_CCS203_CCS0421356360-002_Green Bond Framework Roll_accessible.pdf (publishing.service.gov.uk)
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In addition, amongst other things, our work
included participation in both public policy work
(e.g. European Union social taxonomy) and
projects such as the collaboration between the
Impact Investment Institute and Ernst & Young to
produce the first assessment and report on the
UK impact investing market (this has since been
published: “Estimating and describing the UK
impact investing market”, March 2022).

Other key associations
and signatories
We support our stewardship activities through
memberships and affiliations to a range of
industry organisations. These include the UN
PRI, where we are a member of the advisory
committee on sub-sovereign debt, membership of
the UK Investment Association’s committees and
working groups on stewardship and sustainability,
and membership of both the UK and European
Sustainable Investment Forums which promote
responsible investment. We also belong to
investor networks that support collaborative
engagement, including the Investor Forum in the
UK, the Investor Stewardship Group in the US,
and the Global Investors Governance Network.
Our collaborative engagement activities are
described in more detail in Principle 10.
Finally, we also participate in a range of other
organisations to support our approaches, public
policy responses, engagement and collaborations.
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We are active members
of industry initiatives
supporting a more
effective responsible
investment industry.
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Columbia Threadneedle’s key associations and memberships

1998

Investment Association (IA)
UK Sustainable Investment Forum (UKSIF)

2005

Carbon Disclosure Project

2006
European Sustainable Investment Forum
(EUROSIF)

2010
Corporate Governance Forum (CGF)
Global Investors Governance Network (GIGN)

2013

International Capital Markets Association (ICMA)
UK Women in Finance Charter
Investor Forum
Pre-Emption Group (PEG)

2018

UN supported Principles for Responsible
Investment (PRI)

2008
Asian Corporate Governance Association
(ACGA)

2012
Centre for Audit Committee and Investor
Dialogue (CACID)
Global Real Estate Sustainability Benchmark
Sustainability Accounting Standards Board
(SASB)

2016

Investor Stewardship Group (ISG)
Global Impact Investing Network (GIIN)

2019

Investment Company Institute
The Big Exchange (ICI)

2020
Global Vaccine Investor Initiative
(Access to Medicines)
Climate Action 100+
Net Zero Asset Managers Initiative (NZAM)
Organisations and Networks
Transition Pathway Initiative (TPI)

Impact Investing Institute

2021

Source: Columbia Threadneedle Investments as at 31 October 2021. Includes memberships held by CMIA, TAML and other group affiliates.
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PRINCIPLE 5 – Review and assurance

How we review our policies, assure our processes
and assess the effectiveness of our activities.
Context
Oversight and responsibility
of policy review
Our policy governance framework in EMEA is
defined in the Policy and Procedure Documents
Policy, overseen by Operational Risk Management,
and executed using a repository workflow. The
framework requires all policies to have a named
owner and to be updated at least annually.
The policy owner is responsible for the policy
content and its communication, ensuring
awareness as appropriate across the firm.
When a new policy is created, or when a material
change is made to an existing policy, the workflow
ensures submission to the Head of Operational
Risk, Head of Compliance and Head of Legal for
approval. If there is only a non-material change,
then the policy workflow will only require the
approval from the owner of the policy.

PRINCIPLE 5

Review and assurance

The Risk and Controls Committee agrees the policy
governance and approval requirements as set
out in the Policy and Procedure Documents Policy
and may be called upon if a risk appetite decision
is required or if otherwise deemed necessary to
fulfil these requirements. The committee reviews
a monthly submission from the Operational Risk
Management department on the status of policy
governance. This includes a summary of new
policies and policy exceptions.

Responsible investment commercial
decision forum
As the pace of policy, regulatory and market
initiatives in all things responsible investment
continues to gain momentum, we identified the
need for a more formal structure to embed these
matters more efficiently throughout the firm.
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2021 updates to the responsible
investment global policy and
approach
As part of the annual review process
the Responsible Investment Global
Policy and Approach was updated in
2021. This policy sets out the approach
to responsible investment including
research, analytics and how sustainability
risks are considered in line with the
European Union’s SFDR which came into
effect in March 2021. The policy also sets
out the approach to engagement and
voting activity and can be found here.

Formed in 2021, the RI Commercial Decision
Forum comprises global and functional leaders and
defines firm-wide priorities. It is supported by three
distinct forums – Investment and Product, Client
and Content, and Regulation and Commitments –
that come together to coordinate priorities across
the business, share information, understand
interdependencies, and make business as
usual decisions. There are clear escalation and
delegation channels to ensure effective decision
making. For example, matters are escalated as
appropriate to the Global Heads Group, comprising
global and regional C-suite leaders. Any resulting
recommendations are then taken to the relevant
governance or regulated board(s) for approval, for
example the IMC in EMEA.
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Activities and outcomes
Effectiveness of our activities

Global Heads Group

Delegate
Investment &
product forum

RI Commercial Decision Forum
Client & content
forum

Escalate
Regulation/
commitment forum

Cross-functional
support

Data and technology
Operating model, comms and training

Stewardship is an integral part of the scope
of work being addressed within the groups.
For example, regulatory reforms are shaping the
stewardship agenda and approaches needed to
align stewardship practices with client solutions.
Being able to meet new framework requirements,
such as those under Article 8 and 9 of the
European Union’s Sustainable Finance Disclosure
Regulation (SFDR), or our commitments on
Taskforce on Climate-Related Financial (TCFD)
or net-zero, are all areas of ongoing work. This
encompasses the development and approval of
client reporting to ensure that the approaches and
outputs are aligned with and fairly reflect progress
on the delivery of the strategies clients select.
This is discussed further in Principle 6.
By way of further examples, during 2021 we held
a range of training activities and events for our
investment professionals on the developments
taking place and the approach we are taking as a
result. This has been followed up with related pilot
projects. As mentioned in Principle 4, our global
research department has undertaken research
and engagement projects based on climaterelated issues.
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Equally, our responsible investment policies,
including our Responsible Investment Policy
Statement, Stewardship Principles and Approach
and Corporate Governance and Proxy Voting
Principles, are reviewed at least annually with
input from investment teams, feedback from
client meetings (e.g. client briefings, mandate
reviews, due diligence reviews and quarterly
meetings) and market developments (e.g. PLSA
implementation statements or reforms such as
Article 29 of the French Energy and Climate
Law, which brings a new, specific focus on
biodiversity). See Principle 12 for examples of
enhancements to our custom voting policy during
2021. Our responsible investment specialists
take the lead in researching and recommending
amendments that are subsequently reviewed
by the internal forums mentioned above, prior
to approval by the appropriate governance or
regulated board(s).

As described in Principle 2, Columbia
Threadneedle provides a comprehensive
assessment of investment risk, return and riskadjusted return across investment strategies,
with oversight undertaken by appropriate
governance forums. This assessment helps to
fulfil our fiduciary responsibilities and protect our
clients from unexpected volatility in investment
performance. Committee members meet at least
quarterly, overseen by the Global Chief Investment
Officer (CIO).
In support of this work, our Investment
Consultancy and Oversight Team described in
Principle 1 undertakes effectiveness review of
strategies to assess their efficacy, strengths
and weaknesses, and to support a dialogue of
continuous improvement. The compliance team
and investment risk management department
report to the Global Chief Executive Officer and
monitor and assist with stewardship-related
matters (e.g. wall-crossing or concert party
issues). This ensures effective implementation
of our stewardship activities and, where
appropriate, escalation to the IOC, the Global
Heads Group, or the legal entity boards.

External assurance
Internal controls are maintained to ensure
that proxy voting instructions are generated,
recorded, and carried out accurately and in a
timely manner. These controls are included
within the Columbia Threadneedle Institutional
Investing ISAE 3402 controls report for the
year ending 30 September 2020. Our service
auditor (PwC) provided assurance in accordance
with the International Standard on Assurance
Engagements 3402 and with Technical Release
AAF 01/06 issued by the Institute of Chartered
Accountants of England and Wales Audit and
Assurance Faculty and no exceptions were
identified in respect of proxy voting.

in favour of an internal audit review, as per below.
Consideration will be given to commissioning
an assurance review following completion of the
changes being made to accommodate current
sustainable finance reforms (ie, new stewardship
reporting format) and the completion of the
integration of the BMO GAM (EMEA) business.

Internal assurance
Our internal audit department undertook a review
of responsible investing within the EMEA region
covering the period from 30 September 2020
to 30 September 2021. The review focused
on the extent to which RI considerations and
requirements have been embedded into the
investment process across UK and Luxembourgdomiciled portfolios in all asset classes.
It covered investment research, portfolio
construction, security selection, stewardship of
companies and issuers whose securities are held
within our portfolios, as well as the Investment
Consultancy and Oversight Team and Investment
Risk. The audit assigned a ‘Satisfactory’ audit
opinion in relation to both (i) RI having been
integrated into the investment process and being
subject to independent investment risk oversight
and (ii) management’s awareness of the control
environment.
We believe we have robust processes in place
to effectively review and update our policies.
Given the extent of policy and regulatory changes
taking place, we continue to monitor and enhance
our stewardship and engagement approaches,
ensuring they remain effective and fit for purpose.
Additional disclosures on engagement policies
and approaches will result from this, not least
encompassing new disclosures that provide
supporting transparency on the progress made
in areas where engagement activities are
undertaken (eg, on the European Union’s
Principal Adverse Impact framework).

Given the degree of change taking place in the
business over the period under review, no external
assurance review was commissioned on our
overall stewardship policies and activities in 2021,
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How we take account of client and beneficiary needs
and communicate the activities and outcomes of our
stewardship and investment to clients.

INVESTMENT APPROACH
Context

Columbia Threadneedle Investments manages
investments for individual investors, financial
advisers, wealth managers, insurance firms,
pension funds and other institutions. As at 31
September 2021, and before BMO GAM (EMEA)
became part of our organisation, we managed
£433bn of assets across developed and emerging
market equities, fixed income, asset allocation

solutions and alternatives via either pooled
vehicles or segregated mandates. Many of these
portfolios include specific requirements relating to
investing responsibly, including those focused on
delivery of sustainable outcomes, “best in class”
approaches and specified exclusions. Assets
under management by asset class and client
type are set out below:

Assets under management by asset class and client type
Alternatives
13%

PRINCIPLE 6

Stewardship reporting

Institutional
44%

AUM
by asset class
(%)

AUM
by client type
(%)

Equities
52%

Wholesale
56%

Fixed Income
35%
Continental Europe
8%
MEA 2%
Pooled 1%

US
60%

AUM
by region
(%)

UK
29%

Source: Columbia Threadneedle Investments 31 September 2021.
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As fiduciaries of this significant amount of assets,
a focus on our clients guides us in everything we
do. We view both creating value and providing
excellent service as critically important aspects
of our business. We focus on identifying and
understanding our clients’ unique and diverse
needs, providing them with the necessary time,
resources, and personal attention, as well as
investment strategies and structures that meet
their needs.
Regularly engaging with clients and their advisers
allows us to consider the degree of alignment
between our stewardship approach/priorities and
those of our clients. Our dedicated relationship
management teams build and foster close
client relationships through ongoing relationship
meetings, mandate/portfolio review meetings and
consultant/intermediary due diligence reviews.
These forums allow us to communicate and
interact with clients in a timely manner, providing
them with important updates as well as our
thoughts on market developments and asset
allocation trends.
Recognising that many of our institutional clients
rely on input from their consultants, we have
a dedicated consultant relations team working
in conjunction with our relationship managers.
Detailing stewardship and engagement activities
is becoming a critical part of consultants’
assessment of investment providers. As such,
consultant feedback is shared and discussed,
and any perceived shortcomings of our policies
and approaches addressed. When designing
UK institutional mandates, we also review and
integrate the requirements set out in pension
clients’ Statement of Investment Principles.
These are then integrated into our reporting
activities.
In addition, policies and approaches are reviewed
and debated with fund boards. For example,
during 2021 our stance on tax management,
set out in our corporate governance principles,
was subject to review, debate, and follow-up
meetings by one of our fund boards, to ensure a
full understanding of the aims of the approach.
This led to the endorsement of the policy and
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approach applied during the year. We expect our
approach to tax issues to continue to evolve given
the ‘good governance’ and ’minimum safeguards’
elements of the sustainable finance reforms in
Europe.
Finally, we regularly undertake client surveys
(eg, our 2021 client survey on ESG and
engagement preferences) and review a range
of external surveys and trend reports to further
identify developing themes and areas of interest
or concern amongst clients.
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Activities and outcomes
An increased focus on reporting
of ESG factors

we produce quarterly ESG metrics at a portfolio
level for equity and fixed income strategies in
EMEA. This includes portfolio and benchmarkrelative metrics for our proprietary ESG Materiality
ratings, carbon footprint metrics and exposure
to controversies as well as MSCI weighted ESG
scores. We also make our voting decisions
available on our website.

We attach considerable importance to ensuring
that we provide transparent information and
aim for continuous improvement in our client
communications and stewardship reporting.
During 2021, we have taken steps to include more
ESG factors in our periodic client reporting. Linked
to and helping frame our stewardship activities in
terms of a portfolio’s overall characteristics,

Time horizons
Our engagements with companies can vary in
time horizons and are conducted at different
points during the year, reflecting a variety
of interests and priorities at any given time.
Examples include:
n Event-based issues (eg, board changes or emerging
controversies) can come into focus at short notice
requiring immediate prioritisation and responses).
n Regular events (eg, annual general meetings and proxy
voting) largely cluster around the second quarter of
the year, with pre-event engagement and follow up
engagement taking place throughout the year ).
n Long-term engagement (eg, climate change or other
transitions) which progresses over time towards
alignment with, say, the Paris Agreement ).
n Strategic engagement (eg, in the development of
public policy, such as disclosure framework, market
standards, such as social bond principles, or
collaborative initiatives, such as Climate Action 100+,
which we joined in 2021).
Engagement projects can ultimately run over
multiple time periods depending on the objectives
and progress. An example would be where
initial engagement on board diversity leads
to a commitment to progressive change over
subsequent years and is then being managed
towards director appointments or ratifications
at subsequent company general meetings.
The case studies included in this report illustrate
and reflect this spectrum of time horizons used
in our approach.

Example of ESG reporting in one of our factsheets

Columbia Threadneedle ESG materiality rating
Weighted average (1 is highest quality, 5 is lowest quality)
Carbon intensity
Weighted average (CO2e/$1m sales)
Controversies exposure
Exposure to controversial names
MSCI ESG score
Weighted average (10 is highest quality, 0 is lowest quality)
Columbia Threadneedle
RI category

RI Tilt

Columbia Threadneedle
ESG materiality rating

1

2

3

4

Fund

Index

Tilt

2.40

2.47

+0.07

111.79

135.45

+23.66

–

0.14%

+0.14%

6.61

6.19

+0.42

Carbon intensity

5
0-100 100-150 150-200 200-250 250-300 300+

Legend

Fund Columbia Threadneedle
ESG materiality rating

Index Columbia Threadneedle
ESG materiality rating

Fund Carbon intensity

Index Carbon intensity
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We provide additional reporting for those clients or
funds with specific ESG or stewardship objectives.
This includes fund managers’ commentary on key
engagement activities over the period, and any
portfolio activity which drove material changes
in ESG characteristics. We can also display key
metrics through time, allowing clients to track
Responsible Investment Quarterly – Q3 2021
progress made against ESG targets.
We regularly report on ESG factors in our real
estate strategies and continue to improve
this. In 2021 we included a variety of metrics,
engagement activities and independent scoring
of our portfolio by the Global Real Estate
Sustainability Benchmark (GRESB) in our regular
reports for pooled property fund clients. GRESB
is a benchmark that provides a consistent

framework to measure the ESG performance
of individual assets and portfolios based on
self-reported data. For our segregated mandates,
engagement and voting data for the reporting
period is also disclosed.

Case studies are also included to illustrate the types of engagement being undertaken:

Alongside these standardised reports we publish
a range of other materials to keep clients informed
of our engagement and voting activity:

Company
Location and sector
Topics

Raytheon Technologies Corp.
US, Industrials
ESG

Why did we engage?

We engaged with management to better understand and encourage a more aggressive and
comprehensive approach to ESG risk and sustainability disclosures. Our research showed the company
lagged, due in part to significant M&A and spinout activity over previous years that is now complete.

How did we engage?

The RI team coordinated a video call with management and across asset classes at Columbia
Threadneedle, on which equity and corporate credit analysts and portfolio managers participated.

What did we learn?

While M&A distracted management attention, recent SASB, CDP and supply chain oversight and
audit disclosures signal potential for renewed focus. However, the lack of a comprehensive ESG risk
report, a dearth of senior-level sustainability leaders, a weak 2025 emissions reduction target and no
material consideration of a net-zero initiative confirm gaps exist. A low support level on a recent board
director vote reinforce a lingering shareholder rights issue that needs to be addressed and resolved to
avoid unnecessary distraction.

What was the outcome?

Columbia Threadneedle encouraged development of a comprehensive ESG report including a
materiality assessment, more ambitious reduction targets and milestones to achieve each, and the
addition of sustainability factors in compensation. We anticipate progress will be made and intend to
continue engagement to reinforce the necessity and benefit of each.

n Responsible Investment Quarterly:
	Every three months we produce a report which
showcases our work and approach on a range of
responsible investment issues including ESG thematic
analysis, engagement case studies and a summary of
voting activity. Examples are shown below:

07 Engagement highlights

An overall framing of dedicated ESG engagement activity across different aspects is provided as part
of each quarterly review:

Between July and September we
conducted ESG-focused engagements
with 43 issuers,1 some on multiple
occasions. Meetings with a
sustainability focus concern the impact
of a company’s products and services,
while meetings with an ESG focus
concern how well companies manage
their internal non-financial risks.

Specific sustainability focus
Associated British Foods PLC
Bodycote PLC
Burberry Group PLC
Daimler AG
DS Smith PLC
Electrocomponents PLC
Future PLC
Global Fashion Group
Hiscox Ltd
Hitachi Ltd
Imperial Brands PLC
Mass Mutual
Northwestern Mutual
Rank Group PLC
SIG Combibloc
Spectris PLC
Square, Inc
SSE PLC
The Gym Group PLC
Victrex PLC
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Responsible Investment Quarterly – Q3 2021

Environmental, social and
governance discussions
Alibaba Group Holding Ltd
Bodycote PLC
Boparan Holdings Ltd
Burberry Group PLC
Daimler AG
Electrocomponents PLC
Future PLC
Global Fashion Group
Hiscox Ltd
Hitachi Ltd
Imperial Brands PLC
Intermediate Capital Group PLC
JD Sports Fashion PLC
Mass Mutual
Nestle SA
Northwestern Mutual
Rank Group PLC
SIG Combibloc
Spectris PLC
Square, Inc
The Gym Group PLC
Toyota Motor Corporation
Victrex PLC
Zuken, Inc

Specific environmental focus
AkzoNobel
ASML
Bayer AG
BHP Group PLC
DS Smith PLC
Iberdrola
Raytheon Technologies
Royal Dutch Shell PLC

Specific social focus
Pearson PLC

Specific governance focus
BT Group PLC
Burberry Group PLC
Centrica PLC
Compass Group PLC
Firstgroup PLC
Hiscox LTD
Kingspan Group PLC
Pearson PLC
Raytheon Technologies
Royal Dutch Shell PLC
Smiths Group PLC
SSE PLC
Tate And Lyle PLC
Whitbread PLC

We also provide an overview of the level and focus of our voting action over the relevant reporting period:
Company
Royal Dutch Shell
Location and sector UK, Integrated Oils
United Kingdom
Topics
Climate change and risk management
America We regularly engage with Shell’s 319
Why did we North
engage?
management and board members. Columbia Threadneedle
204 cant shareholder, and it is a Europe
Investments a signifi
large constituent
ex UK of many of our benchmarks and
Japan
one of the largest contributors to the carbon footprint of our investments.
1,148

How did we engage?
What did we learn?

We met the company’s
chairman.
523 new
meetings
1,829

390

156

400
330

We discussed Shell’s strategic approach to the energy transition. As one of the global oil majors,
its actions are critical to achieving net zero. Shell has received criticism for its headline level of
486 ameetings
this to remain the case until such
time as
2,977 meetings renewables-related capital expenditure, and we expect
790 meetings
the company pivots towards dominant technologies. We also discussed its onshore operations in
Emerging Markets
Nigeria, with its ongoing environmental
and social controversies and risks.
are comfortable
AsiaWePaciﬁc
ex Japan that
Latin
America
this area
remains a priority of the board.85

Case studies
Although not all stewardship activities
are successful in driving change,
engagement helps us learn more about
– and in some cases influence – issuer
practices. The case studies overleaf
describe select company engagements
over the past quarter:

What was the outcome?

Confidence that the energy transition
is front and centre of the board’s agenda. With the company’s
58
414
177
82
strengthened
balance sheet, we will continue to monitor its investments398
in renewables and engage on
143
meetings
a regular basis.
259 meetings
812 meetings

Support Management on all items
Dissent from at least one item

32

1 The mention of specific stocks should not be taken
as a recommendation to deal.

30
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Number of meetings voted

300
254

250

194

200

165
Website voting
disclosures

n PRI assessments

100
In addition, comprehensive
disclosure of all our
100
voting
decisions can be
found
on our website
74
65
50
37
33
4 with
seven50 days
meeting,
50 general
94 each
89 after
16
46
27
9
7
23
24
19
summary
information
and
search
functionality
0
United Emerging Latin
Japan
North
Asia
Europe
to assistAmerica
clients
in reviewing
voting
Marketsactivity
Paciﬁc
ex-UK Kingdom
America on
ex-Japan
individual companies
through a variety of lenses.

	We are a founding signatory of the United
Nations’ Principles for Responsible Investment
(PRI). The PRI frames our approach globally and we
conform with its six core principles. As a signatory
we submit a transparency report and are publicly
assessed every year on how we incorporate ESG
issues into investment practices across asset classes.
The ‘private’ assessment reports are made available
to clients on request, in addition to the PRI public
transparency reports.

150

Dissent from at least one item

Support management on all items

Voting activity by topic 2021

2% 1%

1%

Directors

5%

Remuneration

5%

Other Business
10%

Capitalisation
53%

22%

Supporting Shareholder
Resolutions
Reorganisations and
Mergers
Anti-takeover
Audit

n An annual voting report:
	This contains a record of why we cast dissenting votes,
where a vote is cast against (or where we abstain/
withhold from voting) a management tabled proposal,
or where we support a shareholder-tabled proposal
not endorsed by management. More detail on this
report is covered in Principle 12.

n Thought leadership
	We publish regular thought-leadership on responsible
investment themes, designed to keep our clients
informed, and advocate for positive change. We
focus on those topics we think will influence the
investment agenda for the years ahead. For example,
we published a series of viewpoints during the COP26
in Glasgow, entitled “the bumpy road to net zero”.
	We also share our research with clients through
interactive webinars. Most recently, we covered the
key trends for 2022, including net zero pledges,
biodiversity and nature loss, and green mobility.
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n Specialist product reports
	For our dedicated RI strategies, Columbia
Threadneedle, or in some cases our partners, publish
annual impact reports showcasing what the fund has
achieved both by way of investment return and in
terms of positive social or environmental impact.
For example, The Big Issue Group produce a social
impact report on the Threadneedle UK Social Bond
Fund as part of the fund’s annual disclosure to
investors.
We believe that the above provides clients with
relevant and useful information with regards to
their investments with us. However, we recognise
that our data and automation processes can be
improved. We are committed to making ongoing
investments to allow us to provide better and
more targeted client service and reporting, as
well as an enhanced website and digital presence.
Similarly, in response to regulatory developments
as well as the growing demand for stewardship
reporting, we continue to invest in our systems to
link together our documentation and oversight of
ongoing stewardship activities. Hereby we build on
the proactive approach we have taken to several
initiatives such as the PLSA implementation
statements, for which we have been an early
mover, as well as the FinDatEx European
ESG Template (EET) and the UK Investment
Consultants Sustainability Working Group’s
engagement reporting guide (ERG), for which
we have developed suitable data solutions.
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PRINCIPLE 7 – Stewardship, investment and ESG integration

How we systematically integrate stewardship and investment,
including material environmental, social and governance issues
and climate change to fullfil our responsibilities.

PRINCIPLE 7

Stewardship, investment
and ESG integration

Context

Activity

Proactive ownership of companies and assets,
and engagement, is an integral part of our
approach to research, investment, and the
stewardship of client capital. Collaboration
across asset classes and thematic and sectoral
disciplines inform our engagement policies
and activities. A consultative, research-driven
approach contributes to investment insights,
appropriate escalation, and our exercise of proxy
voting rights. We describe our engagement in
more detail in Principle 9.

Research and the investment process –
research intensity

For clarity, responsible investment is not a
distinct discipline to us; its elements are integral
to generating valuable investment insights by
taking account of financially material factors
with a focus on themes of governance, energy
and climate transition, labour practices, and
sustainability. As highlighted in Principle 1, we
embrace our role as active investors to drive
positive change. We believe that solving the
environmental, social and governance challenges
facing the world will take time. As investment
professionals with a long-term investment horizon,
we expect to dynamically interact with companies
and organisations to enhance insights, drive
change, and help create value well into the future.
Proactive stewardship is core to this purpose.
Our vision is towards long-term change with the
aim to enhance the sustainability of issuers and
their ability to create value.

Analysts are dedicated to performing in-depth
research and monitoring on key catalysts and
risks for the sectors and issuers for which
they are responsible. In addition to traditional
financial analysis, they assess both long-term
sustainability opportunities (potential drivers of
growth and competitive advantages) and potential
sustainability risks (standards of ESG practice,
climate exposures, or operational controversies).
This is because we believe that responsible
investment research is fundamental research.
Our approach supports our portfolio managers in
considering all relevant factors that can enhance
their portfolio construction and the ongoing
management of their holdings.

Global research is our foundation. We conduct
original, independent, forward-looking research
that drives long-term consistent returns.
Our research culture, described in more detail in
Principle 1, involves everyone and is underpinned
by equity, fixed income, responsible investment,
real estate, macroeconomic, and data science
professionals collaborating and sharing insights
throughout the firm.

Material change can take time and we therefore
monitor company performance across our priority
themes. Our research recommendations generally
have a horizon of two years with clearly defined
success milestones. If expectations are not met,
this can result in exiting a position.
Analysts’ insights also support the prioritisation,
escalation, and tracking of our stewardship
activities. See Principle 9 for a description of our
prioritisation and tracking, and Principle 11 for our
engagement escalation protocol and time horizon.
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professionals, allowing for the efficient and effective
exchange of information. While the meeting eased
some concerns, we still set milestones for climate
reporting, executive incentives, and a commitment
to sustainability. We will continue to monitor

Research intensity
Portfolio Manager Insight

Fundamental Corporate

Structured Product

Stewardship Report 2021

developments at Albemarle Corporation, and failure
to achieve these milestones could result in a vote
against management or an exit of the investment
in the future.

Research flow

Data Science

Research
Intensity

Responsible
Investment

Portfolio
construction

Research

Portfolio
management

Risk
management

Commercial
Real Estate
Municipal
Comprehensive
fundamental
analysis

Trading
Emerging Market
Quant Corporate

Proprietary ﬁnancial
model: Include relevant
history, forecasts,
stress test scenarios
Industry/issuer/
competitor dynamics

Developed
Market

Regulatory
developments
ESG factors,
sustainable themes
and proprietary analytics

Our portfolio managers, fundamental analysts,
and responsible investment professionals work
collaboratively to assess, engage, and monitor
the companies and organisations we invest in.
n Portfolio managers are responsible for the overall
assessment and monitoring of portfolio companies
for the strategies they manage. As active managers,
we consider the quality of a company’s management,
as well as other factors influencing the investment
case, such as strategy, capital management, mergers
and acquisitions, financial performance, standards of
operating practice, and management of material risks,
including those relating to ESG factors.
n Analysts are responsible for the research, analysis,
and routine engagement with companies under their
coverage. Analysts create actionable insights, framing
the investment case for the companies they cover
in terms of risks and opportunities. Our corporate
fundamental analysts are required to integrate ESG
issues in their investment theses (and research
reports), which ensures they are part of the view and
conviction we form on each covered company. As part
of this, they work with our responsible investment
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professionals to monitor, assess, and engage on
companies’ management of material ESG risks as
well as broader sustainability issues.
n As part of all the above, our responsible investment
analysts identify and assess key sustainability trends
to provide insights into related sector and company
implications.
The research and analysis produced, alongside
the related, on-going engagement with companies,
is disseminated globally throughout the firm as
part of our culture of idea sharing, which helps to
identify potential issues at an early stage.
This collaborative, research-driven approach
to gaining investment insight and appropriate
escalation activity, is evidenced by the Albemarle
Corporation example in Principle 9. In this
example, our fundamental equity and stewardship
professionals, along with six portfolio managers,
engaged with the company as its observed
practices were presenting a material risk. All such
external company meetings are logged into a
global calendar to alert all interested investment

Analysis of
management
Governance and
stewardship

Research
output

Security
analysis
Capital Structure
Asset Coverage

Operational excellence
and leadership

Indenture analysis

Alignment of
managerial incentives

Covenants

Depth of relationship
and engagement with
management

ESG KPI metrics

Thesis statement:
catalysts, risks
Recommendation,
targets, ratings
RI ratings, exercise
of voting rights,
sustainable outcomes,
carbon intensity,
controversies
Milestones and additional
factors to monitor

Responsible investment approach and analytics
Our research-intense approach requires analytics that reflect the range of ESG factors and that provide
insights into opportunities and risks. The tools employed by our investment teams include:

Research and analytics

ESG Materiality
Rating
Assesses ESG
material risks and
opportunities

Controversy
Rating
Utilises the UN
Global Compact
principles

Sustainable
Outcomes
Measures company
to UN Sustainable
Development Goals

Scale: 1 — 5

Rating:

Ranking:

(1 is the highest quality
5 is the lowest)

Pass, watchlist, fail

Leader, high contribution,
moderate contribution, low
contribution, transition
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Our proprietary ESG Materiality Ratings provide
insights into material, industry-relevant ESG
exposures using a proprietary materiality model,
which we apply to corporate equity and credit
portfolios across all geographies. This model
builds on the Sustainability and Accounting
Standards Board (SASB) framework which
identifies the most financially material ESG risk
factors for 77 distinct industries and provides
an insight into the management focus and
operating practice standards of a company.
By focusing on material issues, the model offers
insight into potential sustainability risks to be
considered prior to investment, as part of our
continuous performance monitoring, or as part
of a divestment decision.
To understand the materiality of controversies,
we assess companies and organisations against
potential breaches of international standards
using a proprietary framework referencing

the United Nations (UN) Global Compact,
UN International Labour Organisation Labour
Standards, and UN Guiding Principles on
Business and Human Rights.
Triggers for engagement can be issuers being
involved in controversies, in breach of one of
the global norms or when they score poorly on
our ESG Materiality Model. Engagement with
those issuers helps us understand the related
risks, how significant the risk exposure is, and
management’s proposed remedy. Undertaking
subsequent research and engagement are
additional means to preserve or enhance the
value of our clients’ investments.
Furthermore, sustainability themes are important
drivers of change and opportunity. Our research
universe is defined by the 17 UN Sustainable
Development Goals (UN SDGs) and International
Labour Organisation Core Conventions.

Defining our research by the UN Sustainable Development Goals
Additive/Contextual SDGs
Zero Hunger
Life Below Water
Clean Water and Sanitation
Good Health & Wellbeing
Gender Equality
Decent Work & Economic Growth
Reduced Inequalities
Peace, Justice & Strong Institutions
Climate Action
Partnership for the Goals
No Poverty
Good Health & Wellbeing
Climate Action
Sustainable Cities & Communities
Responsible Consumption & Production
Gender Equality
Industry, Innovation & Infrastructure
Peace, Justice & Strong Institutions
Affordable & Clean Energy
Sustainable Cities & Communities
Clean Water & Sanitation
Life Below Water
Life on Land
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Our teams collaborate to identify and understand
important topics of concern to our clients with
the table above highlighting our thematic focus
during 2021. We prioritised these themes, as we
believed they were the most relevant in terms
of portfolio capital allocation decisions and
proactive engagement and stewardship. Examples
include energy transitions, carbon pricing, net
zero, alternative proteins, and hydrogen. In 2022,
we expect to more deeply research and debate
energy and climate transition, biodiversity, and
human capital.
Because we have built proprietary ESG models
and undertake our own ESG research, we
are not wholly reliant on third-party service
providers, except for the purpose of obtaining
external ratings to monitor companies held in our
portfolios when so requested by our clients.
As such, we subscribe to a wide variety of data
sets from the service providers, which provide
raw performance data necessary to inform
our models and research. A description of our
oversight of these third party service providers
can be found in Principle 8.

Columbia Threadneedle theme

Health, Wellbeing & Food Security

Education & Training

Community Formation & Support

Financial & Technological Inclusion

Energy & Climate Transition

Inclusive Work &
Economic Development

Regeneration & Infrastructure

Sustainable Resource Management
& Transformation

Outcomes
We believe that what gets measured gets done.
The processes and analytical tools described
above aim to illustrate how a data-driven approach,
combined with human analysis and insight, helps
us firmly integrate ESG considerations into our
investment processes, as well as inform our
engagement with the companies and organisations
we invest in. Ultimately this enables us to fulfil
our core role of being responsible stewards of our
clients’ capital.

PRINCIPLE 7 – Stewardship, investment and ESG integration

degree of ESG integration expected in each
category. Strategies are measured and assessed
against those factors by our Investment
Consulting and Oversight Team, ensuring
accountability and allowing more precise tailoring
of engagement initiatives to the needs and
requirements of each strategy.
In summary, we believe that our research
intensity, together with our approach to
stewardship through engagement and proxy
voting, are systematically integrated in our
investment processes. This helps us to achieve
our aim to empower the investment success
of our clients by embracing our role as active
investors to drive positive change.
Looking ahead, while our stewardship approach
is broadly consistent across geographies, there
are some differences based on asset class.
While the above approach has been embedded
in the firm for equity and fixed income asset
classes for several years, globalisation and
standardisation of our research processes has
deepened integration and we expect additional
enhancements in 2022 and beyond. For example,
for certain mandates across our sustainable fund
range, we have a commitment to engage with
low-rated or controversial ESG issuers, where we
are developing extensive additional monitoring
and frameworks to assess sustainability impacts,
global norms breaches and overall ESG risk
that will be additive to our existing analytics and
frameworks. We have also committed to extending
our suite of analytics, stewardship approach and
integration to non-corporate asset classes during
2022 (eg, US municipals, real estate loans and
mortgage-backed securities).

As referenced in Principle 1, during 2021 we
undertook a global exercise to assess each
of our investment strategies according to their
consideration or promotion of ESG factors (RI
informed; strategies with an RI tilt; dedicated
strategies that promote RI factors; and outcome
strategies with an explicit, sustainable primary
objective). This allowed us to not only provide
clearer guidance to our investment professionals
on where their strategies sit on that spectrum,
but also make a statement of intent as to the
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PRINCIPLE 8 – Monitoring managers and service providers

How we monitor and hold to account managers
and/or service providers.
Context
As described in Principle 7, while we believe in
the value of proprietary research as the primary
source of analysis, we do leverage external
research to support our own analysis and
research. The determination of what will enhance
our process is driven by portfolio manager and
analyst needs. We use a select group of providers
for valuable data and research that enables
effective management of assets on behalf of
clients.
Due to our extensive governance process around
the selection of service providers, we have
generally benefitted from longstanding service
relationships. The following actions are taken to
monitor and manage ongoing relationships:

PRINCIPLE 8

Monitoring managers
and service providers

n Business owners are responsible for managing the
vendor relationship and reviewing performance.
The evaluation of vendors is defined through a variety
of measurements that look at categories critical to
the performance levels. Examples include platform
availability, accuracy of research and execution, and
issue resolution.
n Vendor issues are tracked in a centralised system
and monitored to ensure resolution. Business owners
escalate issues requiring additional support to our
dedicated vendor management team. These are issues
outside of the business owners’ ability to resolve
operationally and are likely contractual issues that
may or may not involve a financial impact.
n If an issue is escalated, typically the contract is
reviewed, our legal team may be consulted, and
meetings are held with the vendor and business
owner(s) so that the issue can be resolved. Senior
leadership may be involved depending on the severity
of the issue or potential financial impact.
n The monitoring of service providers’ performance is
executed within each business team where ownership
exists. An example of this is with ISS, and proxy vote
execution. Controls and reviews are executed daily to
ensure services are robust and operating as intended.
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These checks ensure vote execution consistency and
alignment with voting guidelines. If voting has not
been executed as expected, the events would be
reported as a risk event and internally addressed.
Documentation of the event is also noted within a
quarterly report card shared with the vendor.
Weekly meetings are held with the vendor where
issues are discussed, and changes made to resolve
issues going forward.
n Routine meetings with our third party proxy voting
service providers are conducted on a weekly basis
to address questions and operational issues.
A quarterly report card is produced for each vendor,
on a global basis, and reviewed with the Proxy Voting
Sub-Committee, which is authorised by, and operates
under, the oversight of the North American Investment
Oversight Committee. Vendor risk assessments are
also performed on an annual basis by the internal
security teams (Information Security, Physical
Security, and Disaster Recovery) to assess any
operational, platform, security, or facility concerns.
Where data or research providers are not meeting
expectations or their terms of license are prohibitive,
our vendor management team manages the exit of the
provider and partners with the business to explore
alternatives.
n In general, vendor relationships are reviewed by
internal risk teams on a regular basis, to assess the
vendor’s ability to meet our security and business
continuity requirements.

We use a select group
of providers for what
we view to be valuable
data and research
that enables effective
management of assets
on behalf of clients.
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PRINCIPLE 8 – Monitoring managers and service providers

Activities and outcomes
As described in Principle 7, our investment
approach is underpinned by comprehensive
data and analytics. For example, our RI analytics
require extensive quantitative and qualitative
data, for which we engage ESG data and analytics
providers, such as MSCI Inc, Bloomberg and ISS.
Additionally, we use the services of ISS and Glass
Lewis to support execution and research efforts
for voting proxies. We have multiple processes
established with ISS to ensure their quality of
service is appropriate. Weekly meetings give each
party the opportunity to discuss open issues
and talk through upcoming events which involve
operational or voting activities.
In 2021, we identified a need for additional
data to allow us to assess the alignment of our
investments with the European Union’s taxonomy
regulation. In line with our established processes,
business users submitted requirements and
a business case to our dedicated vendor
management team, outlining the scope and usage
needs for this data. Acting on this business case,
we negotiated the supply of additional data from
existing provider ISS, at both a business activity,
and issuer. The resulting contract addendum,
signed in November 2021, allows for future
enhancements to the data set supplied by ISS.
This reflects the evolving regulatory requirements
in this area and helps us to fulfil our stewardship
responsibilities to both clients and regulators.

Industry engagement on data
provision
A challenge faced by the asset
management industry is the universal
practice of data providers disclaiming
liability for accuracy, completeness, and
timeliness, which limits our contractual
recourse for valid issues. In response,
we have worked with the Investment
Association and contributed to their
submission towards the Financial
Conduct Authority’s (FCA) Call for Input
on the use and value of data and
advanced analytics in wholesale financial
markets, where this contractual imposition
was widely cited as a concern. Our aim is
to improve the integrity of the data we
use to make investment decisions on
behalf of our clients.

As our data needs and usage from external
providers such as ISS and MSCI has increased,
we are responding by increasing our monitoring
activity. Following a review in 2021, we have set
up future quarterly meetings between our vendor
management team and counterparts at these
data providers, to begin in 2022.
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PRINCIPLE 9 – Engagement

How we engage with issuers.
Context

Activities and outcomes

At Columbia Threadneedle Investments, we
strive to be responsible stewards of our
clients’ assets, allocating their capital within
our framework of robust research and good
governance. This approach increases the
potential to generate better long-term, risk
adjusted returns for our clients.

Engagement identification
and process

We embrace our role as active investors to drive
positive change, therefore proactive engagement
is an integral part of our approach to research,
investment, and the stewardship of client
capital. Our four investment beliefs described in
Principle 1 underpin our engagement approach:
we incorporate global perspectives; leverage our
research intensity to deepen insights; integrate
responsible investment; and use data-driven
approaches to inform continuous improvement.

PRINCIPLE 9
Engagement

Our engagements focus on financial
performance, sustainability risks, operational
excellence, capital allocation policies and
managerial incentives. Collaboration across asset
classes and thematic and sectorial disciplines
ensures an informed approach. Our consultative,
research-driven process for engaging corporate
leadership and management contributes to our
investment insights (see Principle 7), collaboration
(see Principle 10), appropriate escalation (see
Principle 11) and our exercise of client voting
rights (see Principle 12).

Approach
In general, we engage to:
n Enhance our research insights
n Deepen relationships with the issuers we invest in, and
n Influence for change.

We maintain dialogues with the issuers in
our research universe and portfolios. Regular
meetings between portfolio managers, analysts
and issuers allow us to identify issues and
monitor progress. In addition to these regular
engagements, other ways we identify and
prioritise engagements include:
n Financial materiality of risk issues in accordance
with SASB Standards (see Principle 7)
n Controversy events, or violation of global norms
n Our research agenda (see Principles 1, 4 and 7)
n Size of client holdings
n Sustainability issues flagged for deeper investigation
in our sustainable product range
n Regulatory changes and market dynamics
(see Principle 4)
n Voting-related issues and corporate actions, and
n Client preferences (see Principle 6).

In 2021 we interacted with 8,784
corporate issuers which represents
3,142 unique issuers. We regularly
meet by video, telephone or in person
with board chairs, CEOs, CFOs, investor
relations and subject-matter experts.
We do not count our periodic letter-writing
campaigns among our issuer interactions.
From those interactions, 5,488 corporate
engagements specifically involved C-suite
executives.
Our engagements aim to enhance
our research insights and deepen
relationships with the issuers we invest in.
We also engage to influence for change.

| 58

59

|

Stewardship Report 2021

PRINCIPLE 9 – Engagement

Our engagements typically involve questioning
senior management or the board on an issuer’s
business model, strategy, performance, and
economic and business outlook, and we will query
specific actions the board or management have
undertaken. We focus engagement on individual
issuers, or groups of issuers, in furtherance of our
research agenda and priorities and will escalate
discussions in additional meetings as necessary.
If issuers do not demonstrate progress on
matters that we believe are in our clients’ best
long-term economic interests, we may consider
further escalation, including voting against
specific resolutions at shareholder meetings,
reducing our holdings, or exiting an investment
(see Principle 11).
In many instances we are agnostic to asset
class when selecting issuers for engagement.
In line with our belief in research intensity and
our collaborative approach, engagements involve
analysts and portfolio managers from equities
and corporate credit across our operating regions,
which deepens our global perspectives and

insights. We engage at the issuer level where risk
and opportunity reside and may engage at the
security level in specific instances (for example,
in the context of exercising voting rights for
equities), at the time of credit issuance, or other
instances as described below.
Engagement objectives are determined based
on our background research and priorities.
For example, our engagements with issuers
through our CA100+ affiliation (see Principles
4 and 9) may include objectives to influence
for change in policy, disclosure, practice or
ambition (eg, set a net zero 2050 target with
specific interim milestones), in accordance with
the initiative, our engagement priorities and
fundamental research.
Objectives are tracked and monitored for
ESG-focused engagements where we assign
milestones to measure our progress against
those objectives for each issuer engaged in
accordance with the following scale below:

Engagement milestones
Level

1

Concern communicated
to issuer

Level

2

Issuer acknowledged
the concern

Level

3

Issuer developed
strategy approach to
address the concern

Level

4

Evidence of issuer
strategy/approach
implemented to
address the concern

Time and aspiration

Stewardship Report 2021

While we seek to progress moving issuers toward
Level 4 engagement milestones, we recognise
that ESG issues are longer-term themes. Several
years and multiple engagements may be required
to affect the desired change. We therefore
anticipate some issuers presently at Levels
1, 2 or 3 may move to Level 4 with continued
work, and certain issues may remain on the
engagement agenda for years.
Other engagements may achieve the desired
objective more quickly. We engaged with Nestle
and Daimler to encourage and assess remediation
steps following their being flagged for significant
ESG controversies and after being added to
watchlists for breaching UN Global Compact
principles. While their core issues differed, both
firms were responsive to our feedback and were
able to demonstrate in short order significant and
impressive responses and remediation programs
for the identified issues (Level 4).
A company-wide tracking system is expected
to be launched in 2022, providing for greater
flexibility in tracking and monitoring objectives
set for all engagements, not just those focused
on ESG issues. We expect this capability will
be significantly enhanced as we integrate the
resources of BMO GAM in 2022, following
completion of this strategic acquisition by our
parent company Ameriprise in late 2021.
Proxy voting is undertaken as an extension of
our engagement work (see Principle 12). Voting
is informed by prior engagement and current
research and is an additional tool to signal
dissatisfaction and affect change if we believe the
present state is inadequate to create long-term
economic value.

PRINCIPLE 9 – Engagement

Engagement with Palo Alto
Networks, Inc.
We conducted multiple engagements over
years with the board and management of
Palo Alto Networks, Inc., around executive
compensation and board election issues
of concern to us. One engagement
objective was to materially reform equity
compensation grant practices. After initial
meetings the company acknowledged our
concern (Level 2) and upon continued
engagement into the third year the
company modified their compensation
structure consistent with our views
(Level 4).

Engagement across other
asset classes
Corporate credit
Our corporate investment grade and high yield
credit portfolios are managed to the same
standards as our equity portfolios, including
with respect to stewardship and integration of
ESG issues. In line with our asset class agnostic
approach described above, engagements may be
jointly conducted by members of the equity and
corporate credit teams.
In corporate credit, the protections afforded
to investors can vary considerably depending
on bond documentation. An important time
for influencing the terms of indentures
through engagement is at the time of new
issuance. Identifying weaknesses in the bond

Not every proactive engagement is successful; there will be cases of escalation
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documentation that could lead to value leakage,
or a material increase in debt, are essential
to successful credit investing. Discrepancies
between the bond documentation and
management’s non-binding commitments can
also signal where intentions and statements
may differ. By engaging with the issuers, private
equity sponsors and capital markets teams at
the time of new issuance, we seek to improve
creditor protection in the bond documentation and
protect our clients’ capital. We also engage with
issuers outside of new issuance to affirm integrity
of management actions that may bear on credit
stability and valuation.

Non-corporate credit
We have committed by end 2022 to integrate
ESG considerations into all non-corporate credit
managed across the firm (eg, US municipals, real
estate loans, mortgage-backed securities, etc).
We plan to evolve and extend our stewardship
approach across these asset classes and embed
this in our research and investment processes.
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Engagement in practice
Social bonds
Across our social bond strategies, we
actively engage with management of
sub-sovereign and local authority issuers
for two primary purposes: to support our
assessment of the social characteristics
of bonds, or to offer suggestions on
the issuer’s capacity to generate social
outcomes.
We may also target engagement with
issuers at the point of new issuance by
actively encouraging them to originate
new green, social or sustainable bond
issues to the benefit of both the issuers
and markets.

Real estate

Infrastructure

We have a framework under which we engage
with our investors, occupiers, property managers,
environmental advisors, and our supply chain.
As an example, we have committed to achieve
net zero carbon across all commercial real
estate assets managed for our clients by 2050
or sooner. This commitment goes beyond our
landlord operations, covering whole building
emissions which include those of our occupiers.
To achieve the commitment we must use green
leases, undertake robust tenant engagement
strategies and increase the use of technology
to directly capture occupier data. Each of
these requires us to engage through effective
partnerships and communicate as we set the
clear targets, plans and procedures that will
allow us to fulfil our ambitions.

In the vast majority of cases in this asset class
we are the outright or substantial majority holders
in the assets and companies in our portfolios,
thus our views are conveyed directly through our
ownership.

The following examples illustrate engagements and their outcomes, regardless of whether we achieved
our objective or not. In some of the examples, the engagement with the issuer remains ongoing.

Asset class:
Equities

Company:
Albemarie Corp

Location and Sector:
USA, Industrials

Topics:
Climate change

Why did we engage?
We met the company as part of our thematic engagement with miners where we researched and observed
lagging practices presenting material risk, but where we see significant commercial opportunity for
products that solve global environmental issues. In this instance the engagement followed an earlier
meeting where we requested the company set and disclose greenhouse gas and water targets.
How did we engage?
We met with the CFO and senior members of management in a video call including our RI experts,
a fundamental equity analyst and six members of teams which own the stock.
What did we learn?
While the company produces lithium and other products key to a low-carbon future, with encouragement
from Columbia Threadneedle it has recently developed its own ESG risk-management program.
The company has set a 2050 net zero target for which management will develop interim targets and
investment plans next year. Water usage concerns in Chile and Jordan persist, where the target is a 25%
reduction by 2030 from investments, and the company acknowledges the need for proactive community
and regulator outreach plans to educate on absolure and relative usage, recycling and alternatives.
What was the outcome?
While the company disclosed greenhouse gas and water reduction targets, and significantly enhanced
disclosures in many areas, we reiterated our call for a CDP (Carbon Disclosure Project) and TCFD
(Task Force on Climate -related Financial Disclosures) report, and also requested the company consider
adopting non safety-related performance metrics in executive incentive programs to drive behaviours
and demonstrate commitment to sustainability.
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Asset class:
Equities

Company:
Imperial Brands

Location and Sector:
UK, Consumer

Topics:
Strategy, leader
succession

Why did we engage?
We are a long-term investor and were unhappy with strategy, communications and quality of management.
How did we engage?
Since mid-2019 we have been involved in a long-term escalated engagement with Imperial Brands, both
unilaterally and through the Investor Forum, involving RI and UK equity team members. This involved
numerous meetings with the senior independent director (who later became Chairman) and other board
directors. We most recently met the new CEO in the third quarter.
What did we learn?
The new CEO will complete a review of the business and present an updated strategy at a capital markets
day in Q1 2021. Remuneration is a focus for the board: balancing the shareholder experience and
motivating a new management team. Any changes to pay structures throughout the organisation will align
with the updated strategy and associated KPIs.
What was the outcome?
Our intensive engagement led to a new CEO and significant senior management change. There was also
an improvement in quality of financial disclosures and a reset of dividend policy. Strategic review ongoing,
completed sale of Worldwide Premium Cigars.

Asset class:
Equities

Company:
Bloom Energy

Location and Sector:
USA, Alternative
energy

Topics:
Corporate governance,
sustainability

Why did we engage?
We were concerned with accounting and governance issues, which has slowed interest by ESG-orientated
investors in the company’s innovative fuel cell solutions.
How did we engage?
Our RI professionals and an equity analyst proactively met with the compay’s CFO, General Counsel
and Investor Relations to discuss governance issues and how the company is aligning its sustainability
practices with that of it’s clients.
What did we learn?
The material weakness in financial controls had been successfully remediated. Certain of the company’s
post-IPO governance mechanisms, including dual class shares, are due to be phased out in 2023.
Additional enhancements to board composition are needed. The focus is turning to marketing an improved
ESG profile to investors. The first $230 million green bond issuance was successful.
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Asset class:
Equities

PRINCIPLE 9 – Engagement

Company:
Linde plc

Location and Sector:
Ireland, Industrial
Gases

Topics:
Climate risk, sustainable
outcomes

Why did we engage?
As one of the most intensive carbon emitters among our investments, it was important to engage with
Linde to assess its carbon reduction plans.
How did we engage?
The European equities team held a virtual meeting with the VP of Sustainability.
What did we learn?
The company is aware of its emisions profile and is proactively improving it; by 2028 the company plans
to double the rate of renewable energy sourced, from 30% today. Emissions are monitored on a granular
level, down to the individual plants with associated targets. The focus on return on capital employed
(ROCE) will continue as the strategy moves towards green hydrogen and its associated infrastructure.
What was the outcome?
We gained comfort in the ESG and sustainability credentials of the investment; its products will be crucial
for a successful energy transition. We will continue to engage with the company as it attempts to quantify
the positive climate impact of its products for the end user.

Asset class:
Equities

Company:
Wood Group

Location and Sector:
United Kingdom, Oil and Gas
Equipment and Services

Topics:
Sustainability,
strategy

Why did we engage?
As a long-term investor, we engage with management on a regular basis.
How did we engage?
The UK equities team met senior management to discuss strategy, financials and sustainability.
What did we learn?
There has been a significant shift in the company’s revenues; oil and gas has fallen from 85% to 32%
in less than four years, while increasing exposure to renewable energy and green infrastructure is a
strategic focus.
What was the outcome?
The company is taking leadership in providing solutions for the energy transition. The engagement
caused it to be upgraded from a transition name to an advanced contributor within our social outcomes
assessment framework, aligning with our regeneration and infrastructure theme.

What was the outcome?
The company accelerated publication of its first sustainability report, in which it disclosed against
Sustainability Accounting Standards Board and TCFD standards. New investor relations leader tasked with
enhancing sustainability communications. We will meet next to discuss board composition.
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Asset class:
Equities

Company:
Knorr Bremse

Location and Sector:
Germany, Construction
Machinery and Heavy Trucks

Topics:
Corporate
governance

Why did we engage?
We participated in the company’s IPO in late 2018. Since then we have met the company on a regular
basis to discuss its corporate governance. During the summer the CEO left unexpectedly.
How did we engage?
The European equities and RI professionals held a conference call with the Chairman of the supervisory
board.
What did we learn?
We discussed the reasons for the CEO’s departure and how the hiring process will work as a replacement
is recruited, and the importance of alignment between the individual and Knorr Bremse’s long-term
strategy. The company has a decentralised structure; the short-term operational impact is minimal.
What was the outcome?
We requested further engagement with independent members of the board to fully assess the company’s
approach to corporate governance.

Asset class:
Corporate
credit

Company:
INEOS

Location and Sector:
Luxembourg,
Chemicals

Topics:
Disclosure, ESG risk management,
recycling, emissions

Why did we engage?
Disclosure remains below what we would want to see from a chemicals business.
Poor Columbia Threadneedle ESG Materiality and MSCI ratings.
How did we engage?
We invited INEOS to a European Leveraged Finance Association (ELFA)/PRI ESG roundtable event and
participated in the discussion.
What did we learn?
INEOS demonstrated a strong understanding of the main factors around recycled materials and emissions,
but also the complexities of incorporating scope 3 targets.
What was the outcome?
We expect improved disclosure over time, which will provide better transparency on how INEOS manages
ESG risks. We expect this to ultimately translate into better ESG ratings and potentially positively impact
credit spreads.
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PRINCIPLE 9 – Engagement

Company:
Amazon.com,
Inc.

Location and Sector:
USA, Consumer

Topics:
Corporate governance,
corporate responsibility

Why did we engage?
This was the third of three RI-focused meetings focussing on how the board oversees management’s
nascent sustainability and messaging efforts, its articulation of how the company is taking control of its
future, and its grasp of the company’s influence on society.
How did we engage?
The engagement was a collaborative effort across asset classes as our RI professionals along with equity
and credit analysts, and portfolio managers, met by conference call with the company’s Lead Independent
Director and senior members of management.
What did we learn?
Company leaders are increasingly accepting the company’s role as a major driver of the economy and
society, and the enormous responsibility it holds to sustainably manage the enterprise and fairly treat all
stakeholders. The company is highly complex, but complexity and business success has dampended its
focus on being as successful at sustainability as it is at everything else. The board’s own sustainability
expertise and the business’s strategy need to be enhanced and the messaging changed to avert
regulatory clampdowns.
What was the outcome?
We remain cautious that the company can progress its sustainability efforts and commit to achieving
the market-leading practices it needs to be as a leader in society. We continue to monitor progress and
provide meaningful feedback on the company’s initiatives and positioning.

Asset class:
Equities and
corporate credit

Company:
Tyson Foods, Inc.

Location and Sector:
US, Consumer Staples

Topics:
Corporate
governance

Why did we engage?
As one of the largest protein companies in the world, Tyson Foods’ meatpacking facilities became Covid-19
hotspots which drew worldwide concerns around employee and product safety. Our engagement sought
to assess effectiveness of the company’s actions to safeguard employees, food products and the firm’s
brand reputation.
How did we engage?
A video call was held between Tyson investor relations, the Senior Vice President of health and safety, our
RI experts and fundamental equity and corporate credit analysts.
What did we learn?
The company’s actions to protect employees were considerably more extensive than reported, with more
than $350 million spent on programmes, tests and physical barriers in facilities resulting in infection rates
below local averages. The company had conducted thousands of employee virus tests, hired a
Chief Medical Officer and contracted more than 500 nurses and physicians for facilities.
What was the outcome?
The company acknowledged they weren’t prepared for the virus, but rebounded spectacularly, and we
noted their particular responsibility to employee safety so products, brand and the workforce remain intact.
We continue to monitor reported infection rates and will review aggregate investments in safety and results
at year end.
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Asset class:
Equities and
corporate credit

Company:
Carnival

Location and Sector:
USA, Travel

Stewardship Report 2021

PRINCIPLE 9 – Engagement

Topics:
Health & safety,
emissions

Why did we engage?
We checked on progress since our last engagement on ESG-related concerns. Potential for third party
ESG rating upgrades.
How did we engage?
Follow up meeting with Company management with Columbia Threadneedle Investments representation
across asset classes.
What did we learn?
Introduction of Ethics and Compliance Officer and full organisational reach by compliance. Good progress
on liquefied natural gas ship orders and the use of scrubbers to further reduce CO2 intensity, however,
there’s currently a lack of technology to implement full carbon neutrality. Progress on health & safety
not as apparent. External ESG ratings appear harsh and backward looking but upside likely requires
completion of environmental probation period.
What was the outcome?
Despite the progress, ESG risks remain elevated and justify continued engagement. For the time being, we
feel appropriately compensated for the risks and are encouraged by developments since our last meeting.

Asset class:
Real estate

Company:
Anglia Crown

Location and Sector:
UK, Consumer

Topics:
Financial performance,
business continuity

Why did we engage?
The company is the biggest occupier of the building, accounting for 50% of total income, and a recent
management buyout and Covid-19 affected their cash flows.
How did we engage?
We met with the company directors to understand the financial position of the business.
What did we learn?
The company had secured significant contracts with UK hospitals that were expected to steady cash flows
over time. By deferring one quarter’s rent to later in the year and completing a new multi-year lease, the
tenant’s cash flow materially improved allowing the business to serve the healthcare sector and meet its
long-term rent obligations.
What was the outcome?
The company’s cash flow materially improved, we secured a multi-year lease at an increased rental rate,
and the value of the real estate holding increased 21%.
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How we participate in collaborative engagement.
Context

Activities and outcomes

We aim to drive positive change that contributes to
long-term value creation. Collaborative engagement
with investors enhances our stewardship of client
capital by leveraging the collective power of
like-minded institutions. Furthermore, working
together with industry bodies to promote a
well-functioning financial system benefits our
clients, society as a whole and is a fundamental
responsibility of financial institutions. A list of our
key responsible investment memberships and
affiliations is shown in Principle 4.

PRINCIPLE 10

Collaborative engagement

Asset class:
Equities

Company:
Marathon Petroleum
Corporation

Investor collaboration
We generally prefer to engage issuers and other
entities in private to enable honest, open, and
frank discussions to take place. However, the
ownership of an issuer is often dispersed and
for a stakeholder’s voice to have weight it may
require collaborative engagement to address
issues effectively at the issuer or industry level.
We support dialogue amongst investors and
collaborative engagement where this contributes
to the creation and protection of stakeholder
value. An example of this is our collaborative
engagement with Marathon Petroleum Corporation
as outlined below.

Location and
Sector:
USA, Energy

Topics:
Energy transition, climate
risk mitigation, lobbying

Why did we engage?
To discuss carbon reducing ambitions, encourage enhanced climate lobbying disclosures, and continued
focus on low carbon capex.
How did we engage?
A collaborative engagement alongside other members of the CA100+ Refiners’ Working Group, and
individually between CTI and management.
What did we learn?
Management entertained our idea to enhance Scope 3 and climate lobbying disclosures, and consider net
zero target. They are aggressively focusing on investments in low carbon products, and have committed
40% of growth capital be focused on renewable fuels and natural gas. Sustainable aviation fuels are also
other growth area, and a recent demonstration flight used 100% SAF unlike 50% blends in past.
What was the outcome?
Management agreed to disclose Scope 3 emissions in time for the 2022 CDP submission. They will
discuss their Net Zero ambition with the board. They will review and consider aligning climate lobbying
disclosures with the two examples we provided.
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Where we do not have active or major holdings,
but share concerns raised by larger shareholders
and support the objectives of their engagement,
we may be open to lending those shareholders
our support. The potential scope of collaborative
activities includes us ‘acting in concert’ with other
external shareholders in a formal capacity where
we feel it appropriate to do so.

Industry initiatives

To date we have been selectively participating in
collaborative engagements with issuers, generally
preferring to drive larger-scale change through
industry bodies, associations and groups that
benefit from, and bring benefit to, our fundamental
research processes. As described in Principles
1 and 4, during 2021 we became a signatory to
two major industry initiatives: CA100+ and the Net
Zero Asset Managers Initiative, where we believe
more successful outcomes can be achieved
by combining our management relationship
with other investors. CA100+ is a collaborative
engagement program focused on the world’s
largest emitters of carbon emissions, including
those issuers that are most exposed to regulation
on carbon emissions and transition risks and who
we believe can drive the clean energy transition.
As part of this program, we joined collaborative
engagements with oil and gas refining firms and
engaged with them individually (see sidebar
example). These engagements seek to enhance
practices around climate change governance,
encourage emissions reductions and strengthen
climate-related financial disclosures. As new
members of the Refiners’ Working Group, we have
secured agreement from two US refiners who have
committed to enhance their disclosure practices
and policies.

n Regulatory issues

In 2022, we intend to expand our participation in
collaborative engagements. We plan to join the
Ceres Methane Working Group focused on high
emitting oil and gas issuers, while expanding our
reach across issuers and priority topics to help
drive change.
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In addition to individual issuer and collaborative
engagements, as noted in Principle 4 we look
to work with other investors and asset owners
to promote a well-functioning financial system
through our activities across:
n Public policy
n Best practice frameworks
n Sector and market issues
n Thematic and issuer-specific issues
We collaborate with industry bodies and
organisations to drive the development of
industry research and standards frameworks,
which has the effect of influencing the financial

Collaborating to improve
industry standards
We participated in a collaborative effort,
coordinated by the British Retail Consortium,
and alongside select investors, retailers,
NGOs and lawmakers, calling for urgent action
on the introduction of statutory licensing for
UK garment factories to ensure they are ‘Fit to
Trade’. The aim was to ensure factories meet
all required obligations to protect workers,
while providing incentives to brands and
retailers. This followed a series of high-profile
reports of worker exploitation in garment
factories that, apart from the human impact,
led to the destruction of value for associated
issuers.
Whilst the UK Government continues to study
options to protect workers in the industry
and improve standards, participation in the
initiative by investors like us helped signal
that licensing is crucial to assure integrity
in garment supply chains, that they will
be monitored, and the compliance with
standards will be enforced to help protect
employee rights and preserve client capital
from degradation of value.
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system indirectly through regulation, voluntary
standards and other means by which performance
on sustainability factors may be measured or
monitored. For example, as members of the
Investment Company Institute (ICI) our Head of
Responsible Investment Policy helped develop
US investment industry guidance for investors
to help facilitate the transition to a net zero
emissions economy.
As described in Principle 4, our work with other
investors and issuers helped shape The Value
Reporting Foundation’s SASB Standards that
serve as the de facto market benchmark for
transparency into financially material sustainability
information used by investors. We believe this is
an important contribution that has helped speed
the uptake and integration of ESG considerations
in investment decision-making to the benefit of
all market participants. SASB Standards today
feed into our proprietary ESG Materiality Ratings
(see Principle 7) and our engagement approach
(see Principle 9), both of which support our
investment proposition and benefit clients.
We also participate in the debate about the
development of additional RI standards through
our membership in various forums including the

£ £ £
£ £ £

Asset class:
Fixed income

Company:
ELFA (European Leveraged
Finance Association)

UK Investor Forum, the Investment Association,
Asia Corporate Governance Forum, and the
Principles for Responsible Investment, each of
which help to set industry-wide standards and
practices to improve RI practices in investments
and benefit market transparency.
Participation in these organisations involves
individuals across our firm’s management
structure. For example, the head of our UK
Equities team represents us on the UK Preemption Group, and our European high yield
credit team participates in market activities of
the European Leveraged Finance Association
(see sidebar). RI legislation and regulation
that benefit the financial system, issuers and,
ultimately, our clients, are monitored by both our
regulatory developments team and the Head of
Responsible Investment Policy. As appropriate,
cross functional project teams are established
to assess and respond to related reforms under
executive sponsorship. We have provided direct
feedback to both policymakers (eg, HM Treasury)
and regulatory bodies (eg, European Securities
and Markets Authority (ESMA), FCA and U.S.
Securities and Exchange Commission (SEC)) on
draft legislative proposals, on occasion resulting
in changes being made to the legislative text.

Location and Sector:
Europe, Investor Forum

Topics:
ESG and risk disclosures,
market enhancements

Why did we engage?
A lack of ESG disclosure is systematic across substantial parts of the High Yield market.
How did we engage?
ELFA and PRI held two events including investors, issuers bankers, law firms and private equity sponsors
to discuss how the market can move forward. We participated.
What did we learn?
There is a significant lack of regulation and the implications for investors and issuers. Issuers are
struggling to see where best to allocate their resources in terms of ESG disclosure.
What was the outcome?
Post conferences, ELFA & PRI jointly published the conclusions and plan an ESG disclosure guide for
the High Yield market. Our High Yield team met with individual issuers and bankers to educate then on
incoming ESG regulation and its implications.
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How we escalate stewardship activities.

PRINCIPLE 11
Escalation

Context

Activities and outcomes

We dynamically interact with issuers to enhance
their long-term viability and sustainability to create
value for our clients and society. This proactive
engagement with issuers requires differing
degrees of intensity depending on the situation.
For example, regular meetings with issuers serve
to update us on progress or when seeking to
influence change; in some instances, we may
engage with portfolio issuers multiple times each
year. We recognise that some issues are longerterm themes and several years of engagement
may be required to achieve the desired change.

Our equity and corporate credit escalation
process leverages the unique rights available to
holders of equity or corporate credit. Voting rights
generally apply to equities, therefore in instances
where we hold equity and credit of an issuer,
we look to escalate for the benefit of all our
investments, including through consideration of
votes cast. See Principle 12 for more information
on the exercise of voting rights.

Where our engagement efforts are frustrated
(for example where management are reluctant
to adopt suggested changes consistent with, for
example, our engagement priorities as described
in Principle 9), we may decide to escalate our
engagement. Our defined approach outlines when
and how we escalate our activities to protect
and enhance value. As part of this process, the
engagement objectives set in the initial interaction
are carried forward through each escalation step
until all avenues are exhausted.

n Engagement facilitates information
gathering, research, and can be
leveraged to drive change
n When dialogue is no longer sufficient,
escalation may become necessary
n Engagement escalation follows
established protocols for approval,
communication and compliance.
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The ownership rights conferred by equity,
specifically voting rights, may provide us with
enhanced access to the issuer’s management
and board and provide more options for how we
may escalate engagements compared to credit.
These options include casting votes against
management, requesting a shareholder meeting,
or filing shareholder resolutions. By contrast,
for corporate credit, an escalation following
engagement with the issuer may involve voting
against a bondholder resolution, raising concerns
with other investors, or issuing a public statement.
The following illustrates our progressive approach
to escalation for equities and corporate credit
(with voting action where applicable).
We seek to consistently apply our approach to
corporate issuers regardless of their geographic
location or domicile market, though local
regulation or norms may constrain or limit us from
taking certain actions.
Escalation in other asset classes, aside from
equities and corporate credit, is more limited
due to fewer options being available to security
holders. For example, engagement is not common
between US municipal issuers and investors, or
in certain segments of the real estate market.
In those asset classes we would apply our
ownership rights, for example, through legal
channels.
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The following illustrates our progressive approach to escalation

Routine engagement
Analysts and PMs
collaborate and
agree approach and
objectives, including
for proxy voting

1

Escalation
Where issues
emerge, enhanced
engagement and
exercise of voting
rights signal dissent

3

Escalation
Public intervention
Escalation
through targeted
Target change through measures (eg,
intervention, supported requisitioning a resolution,
by direct written
press release, etc.)
communication and
dissenting votes cast

While we may consider divestment for an
inadequate response to our engagement in
any asset class, our preferred approach is to
implement our escalation protocol first and
exhaust all possible avenues. Any determination
as to divestment would be made by the portfolio
manager.
We intend to evaluate our escalation processes
in corporate and non-corporate asset classes
and evolve our frameworks in the year ahead,
to assure they are applied appropriately in the
context of an evolving regulatory landscape and
meeting client needs to protect and enhance
long-term value creation.

Escalation examples
We did not have any instances during the
reporting period that required a full public
intervention, however, we have exercised this
option in the past (for example at Sika AG and
Unilever plc) and it remains a viable option we
can use in future as circumstances warrant.
Most instances of escalation in 2021 involved
voting against management and written
communications following engagement.

2

4

Escalation
Major intervention
(eg, requisition
shareholder meeting,
or forming a concert
group, etc.)

Activision Blizzard
We engaged with this interactive
entertainment and gaming company
on several occasions over a multi-year
period and expressed our concerns
with executive compensation practices
and board composition. We believed
the two issues were linked and that the
board was not properly independent
of management, which undermined
the integrity of a highly complex
compensation structure. Our feedback
was welcome; however no action was
taken to address the structure or the
board’s oversight of compensation plan
implementation.
While the company enjoyed tremendous
financial success, in the reporting year
we met with the lead independent
director and the CEO to discuss
compensation and to make known our
continued concerns. Despite notable
opposition from the company, we
decided to oppose the election of the
lead independent director and the

compensation proposal at the 2021
AGM, which had drawn considerable
attention for the size of the CEO’s pay
package. Both proposals were narrowly
approved by investors, the latter after
an adjournment of the shareholders
meeting to solicit additional votes.
In the weeks following the shareholder
meeting serious misconduct
allegations, ranging from unequal pay
to sexual harassment and assault,
were brought forward by employees.
A lawsuit by the State of California
and a SEC investigation followed.
Employee protests and petitions,
coupled with public calls for culture
change, led to significant concerns
about the company’s ability to meet
product deadlines, regain employee
and stakeholder confidence, and return
to its growth trajectory. We requested a
meeting with the independent members
of the board, which was declined.
Having exhausted our options and
in view of continuing concerns, we
decided to exit a significant share of our
position in the company.

We dynamically interact
with issuers to enhance
their long-term viability
and sustainability to
create value for our
clients and society.

The Boeing Company
In another example, following
accidents involving the 737 MAX
aircraft in 2019 and subsequent
investigations into board oversight
practices at The Boeing Company, in
2020 we decided to vote against the
Chair and to support a successful
shareholder proposal to permanently
require an independent Chair.
However, Boeing’s challenges
continued into 2021, with the global
737 MAX fleet grounded and continuing
revelations of internal risk oversight
lapses, including insufficient oversight
by the board immediately after the
first crash. The company has taken on
substantial additional debt to offset
losses and suffered considerable
reputational harm.
In response to our ongoing concerns
and following engagement, we decided
to vote against the six directors who
served on the board during the tenure
of the 737 MAX development and had
responsibility to oversee and execute
risk management assessment leading
up to the accidents. However, all six
were re-elected. After the election, a
court ruled that the directors must face
a lawsuit from shareholders and noted
in the ruling that the board “publicly lied
about if and how it monitored the 737
MAX’s safety”.4 We believe the exercise
of client voting rights in this instance
was reasoned and appropriate given
the reputational, safety and valuation
risk issues. The lawsuit is ongoing at
the time of writing and we continue to
monitor the situation.

4
In Re The Boeing Company Derivative Litigation, No. 2019-0907-MTZ opinion issued, (Del. Ch. Sept. 9, 2021), at page 54, Vice Chancellor Morgan Zurn
https://courts.delaware.gov/Opinions/Download.aspx?id=324120
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How we actively exercise our rights and responsibilities.
Context
We seek to exercise voting rights on our clients’
behalf at all shareholder meetings associated
with the holdings of the investment mandates we
manage. This provides the opportunity to express
our preferences on relevant aspects of an issuer’s
business and to promote good practice, or
express our concerns identified through research
and engagement (see Principle 9), including when
escalation becomes necessary (see Principle 11).
We believe our approach increases the potential
to generate better long-term, risk adjusted returns
for our clients.

PRINCIPLE 12

Exercising voting rights

While we aim to exercise voting rights on all
securities we manage for clients, that may not
always be practical due to market-specific
reasons such as share blocking or power of
attorney requirements. During the 12 months
to 31 December 2021, we cast votes on over
62,000 proposals at 6,000 shareholder and
bondholder meetings in 67 markets, representing
98.2% of the ballots which we were entitled to
vote on clients’ behalf and apply our custom
voting policy. We cast dissenting votes (ie, any
vote against management recommendations) at
over 47% of all meetings.

Custom policy
The Columbia Threadneedle Corporate
Governance and Proxy Voting Principles form the
basis for our custom voting policy. The principles
describe our views on key environmental,
social and governance issues used to inform
our monitoring and assessment of issuers and
support the approach we use to make our voting
decisions consistently across the firm. Our funds
do not set their own voting policies. We follow
internal regional voting policy benchmarks to
adhere to local norms and regulations. Together
with our internal research insights, this provides
the framework within which custom voting
policy recommendations are applied, and to flag
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issues and inform discussions between our RI
professionals and portfolio managers making the
voting decisions.
Click here to view the CTI Corporate Governance and Proxy
Voting Principles or read a summary below.

The board
The most important votes we cast on behalf of
clients are in the election of directors, who are
collectively responsible for the long-term success
and leadership of the issuer. Boards need to
have appropriate independent membership and
an effective balance and diversity (re: skills,
knowledge, experience, race/ethnicity, gender,
approach and perspectives) that complements
the strategy, operations and footprint of the
business. We expect boards to exercise prudent
capital management, with decisions properly
articulated and rationalised, having considered
all stakeholders. Boards must also be properly
structured and have clear leadership roles defined
and be free from conflicts of interest.

Shareholder rights
We believe in the principle of ‘one share one vote’
and will vote against actions or policies designed
to discriminate against minority shareholders.
Boards must ensure shareholders have the ability
and right to exercise voting rights on normal
business matters, place items on the ballot for
voting, and call special shareholders meetings,
among other things.

Remuneration
We are generally supportive of remuneration
proposals when a substantial proportion of
executive pay is performance-based, vested upon
achievement of metrics aligned with strategy,
management’s value creation and the experience
of shareholders. Structural or technical
provisions that can weaken or undermine pay for
performance linkages should be avoided.
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Tax management
Tax management offers an insight into the culture
predominant in an issuer and the attitudes and
risk appetite of the management and directors.
It also offers an additional indicator on the
quality of earnings, risk, and potential liabilities
of a business, which can be relevant in terms
of valuation and investment quality. We expect
the board to take responsibility for an issuer’s
approach to and policy on tax and the related
risks, to ensure that the issuer’s approach is and
remains prudent and sustainable.

External audit
The statutory audit is a significant and important
shareholder and creditor protection mechanism,
to which we attach considerable importance.
The auditor relationship should be prudently
owned and overseen by the Audit Committee,
policies and practices should affirm audit
independence, and non-audit work performed by
external auditors should be held to a minimum.

Shareholder proposals
We consider the level and effectiveness of ESG
disclosure and policy provisions made by issuers
in their annual reports and other materials.
Our focus is on those factors that are:
n Deemed financially material to businesses in
a given sector
n Considered unsustainable
n Creating potential risks or adverse impacts to
stakeholders, and
n In need of improvement to avoid erosion of
shareholder value.
We reference well-known frameworks in our
evaluation of ESG issues and in determining
votes, including the Value Reporting Foundation
(SASB Standards), the TCFD Disclosures,
Transition Pathway Initiative (TPI), and CDP.
We also reference the UN Global Compact, the
Ruggie Principles, and ILO Core Labour
Standards with respect to performance against
global norms.
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Approach
Final voting decisions are made under a
process informed by: (i) our custom voting policy,
(ii) prior research and engagements, (iii) our voting
watchlists, and (iv) our RI professionals working in
collaboration with portfolio managers and analysts
who own or research issuers. Our in-house proxy
team serves as the central point of administration
with oversight of all votes cast and ultimate
responsibility for the implementation of our
custom voting policy. Our voting is conducted in a
controlled environment to protect against undue
influence from individuals or outside groups.
See Principle 3 for a description of how we
manage and mitigate potential or actual
conflicts of interest.

Watchlists and proxy voting
We make extensive use of watchlists to
help us flag and monitor certain issuers
and topics that may be detrimental to
shareholder value, as they arise in the
course of voting client securities. Issuers
flagged on a watchlist undergo additional
analysis by our RI specialists, who make
voting recommendations to portfolio
managers and analysts. Issuers are
measured and monitored for performance
on certain key factors (eg, high risk ESG,
inadequate board diversity, low senior
management diversity, performance on
human rights benchmarks, etc).
A partial accounting of our watchlists
appears below:
n Low/no board gender diversity
n Conflict of interest companies
n ESG controversies
n FTSE 100 ethnic/racial diversity
n Combined Chair/CEO companies.
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The proxy team casts votes on a proxy voting
platform hosted by ISS. In addition, we have
retained proxy advisory firms Glass, Lewis & Co.,
Institutional Voting Information Service (IVIS) (in
the UK) and ISS to provide proxy research services
and context, data and differing perspectives
on voting matters. Our firm undertakes due
diligence and regular monitoring of our thirdparty service providers, as detailed in Principle 8.
To supplement our internal research and proxy
advisor research, we may also use additional
research from non-governmental organisations,
academic institutions or brokers.
Our custom voting policy sets out our specific
voting benchmarks on most issues, except for
strategic transactions which are determined on
a case-by-case basis with no pre-determined
benchmark voting position. This may be the case
with mergers/acquisitions, share issuances, proxy
contests etc. The custom voting policy is applied
to all funds and accounts, regardless of fund type
or domicile, where we have voting discretion.
Certain voting benchmarks in specific markets
follow the voting recommendations of ISS or Glass
Lewis where those research providers provide
insight on nuanced, market-specific issues such
as director independence in Japan, fiscal council
elections in Brazil, or capital increases in France,
for example. In all other markets we vote client
proxies as per our custom voting policy and not
in accordance with the recommendations of ISS
or Glass Lewis & Co.

PRINCIPLE 12 – Exercising voting rights

For larger holdings, shareholder meetings for
issuers on our internal watchlists, or meetings
with controversial proposals, our RI specialists
first review and research each proposal and
recommend votes based on their subjectmatter knowledge, the facts, and circumstances
of the proposal in the context of the issuer,
prior engagement, and client interests. Such
recommendations may override our custom
policy voting benchmarks. In our EMEA region,
portfolio managers retain final vote authority,
and they may override the custom voting policy
or the RI specialists’ recommendations. In our
NA region, portfolio managers (and in certain
instances fundamental equity analysts) retain
final vote authority, and they may appeal to a
proxy committee staffed with portfolio managers
to override the custom voting policy. As noted
in Principle 3, our goal is to ensure a consistent
approach across the organisation, and we
continue to make enhancements in this regard.
On average, in any given year, we may consider
approximately 400 proposals for override.
The number varies based on our review of the
facts and circumstances of each proposal, how
they may affect the issuer, and our view of the
range of outcomes from the vote. In the case of
any such deviation from our benchmark approach,
we follow a documentation, review, and approval
process to assure that a prudent determination
has been made, documented, and is in our
clients’ best long-term economic interests.

Portfolio managers hold final vote authority
regardless of issues to be voted on, holdings
size, or the market in which votes will be cast.
Portfolio managers provide positive consent to
finalise each vote cast for smaller holdings, or
those with no controversial ballot items or that do
not appear on an internal watchlist. Alternatively
they may choose to override the custom policy
voting benchmark based on their review of the
proposal, their knowledge of the issuer, and their
determination as to the voting outcome that best
meets client interests.
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Amendments to custom policy
Each year our responsible investment and
proxy professionals lead a review of our custom
voting policy, with a view to updating, where
necessary, the principles that form the basis of
our custom policy.
The custom policy review is informed by multiple
inputs, including: (i) regulatory changes, (ii) voting
trends or voting results, (iii) observations from our
experience researching issues and implementing
votes, (iv) commentary from portfolio managers
and analysts, and (v) feedback from clients (see
Principle 6). Amendments are approved by our
Investment Oversight Committees across the firm.
The following amendments became effective
in 2021:
n We raised the thresholds against which we evaluate
adequate board gender diversity and enhanced
our voting response (from Abstain on Nominating
Committee Chair to Against in certain markets)
where research showed such diversity inadequate
in context of well-functioning boards. We have held
a board gender diversity threshold since 2016, and
have increased the thresholds, which are marketspecific, in most years since. For example, we raised
the threshold for board gender diversity at US
issuers from 15% to 20% from 2020 to 2021, and
subsequently to 25% for 2022. Different markets
may have different thresholds based on local market
norms, regulations, or other considerations.
n We adopted a new benchmark voting position on
board ethnic and racial diversity threshold at FTSE
100 issuers. This position reinforced our view on the
importance of all forms of diversity necessary to form
and operate high-functioning boards. Beginning in
2021, we abstained from voting on the Nominating
Committee Chair at FTSE100 issuers where no
ethnic or racial diversity was observed.
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n We adopted a new benchmark voting position on
climate-related matters, with a focus on those
issuers who have not adequately demonstrated
preparedness for managing the energy transition
and who may jeopardise future viability. From 2021
we have abstained from voting on the Board Chair
at any issuer rated a two or lower by the Transition
Pathway Initiative, which assesses energy transition
management of high carbon emitters. A score of two
or lower signals a laggard with respect to energy
transition planning and readiness.
n We doubled the number of votes on environmental
and social matters, which became subject to caseby-case consideration for determining our vote.
This follows on a successful pilot project to move
away from reliance on a benchmark voting position
on certain issues (e.g. climate, pay equity,
lobbying, etc.). Each vote is instead researched
by our RI specialists and a preliminary vote
recommendation is made based on the review,
research, and expected materiality of the proposal
if enacted. Portfolio managers make the final vote
determination based on the recommendation, their
knowledge of the issuer and client interests.

We seek to exercise
voting rights on our
clients’ behalf at all
shareholder meetings
associated with
the holdings of the
investment mandates
we manage.
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Activities
The chart below illustrates the breakdown of all our voting activity during the 2021, including the percent
of votes cast in favour of each proposal category.

62,030

61,242

Governance-related
proposals

Managementsponsored
proposals

90%
FOR

89%
FOR

62,366
Total proposals
voted

156

Social-related
proposals

1,124

Shareholdersponsored
proposals

67%
FOR

37%
FOR

54%
FOR

180

Environment
related
proposals
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Number of meetings voted

The following charts illustrate our voting activity
by region for 2021, which reflects the number or
300
proportion
of shareholder meetings at which we
254
250
cast dissenting votes in each region and across
194 example, we cast at least one
voting
200topics. For
165
vote 150
against
management recommendations on
100
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level, we cast one
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33
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ex-Japan
reporting period across all proposal types.
Dissent from at least one item

Support management on all items
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Voting in segregated accounts is governed by
the terms of clients’ investment management
agreements. In nearly all instances, clients vest
voting authority with us, and some may reserve
the right to withdraw delegation of proxy voting
authority and instead direct a vote in limited
circumstances (including an override of our
custom policy). In certain instances, clients
may wish to retain voting authority on all matters.

Directors

5%

Remuneration

5%

Other Business
10%

Capitalisation
53%

Supporting Shareholder
Resolutions
Reorganisations and
Mergers

22%

We do not currently undertake stock lending
activities on funds and accounts we manage.
However, our clients may participate in stock
lending programs, in segregated mandates.
Where clients provide for it, and upon their
request, we may engage with them to seek
the recall of stock loaned out for proxy voting
purposes. There were no client-directed stock
recalls during 2021.

Client-directed voting

Voting activity by topic 2021

2% 1%

Stock lending

Anti-takeover

We vote all shares in pooled funds and do not
presently have a mechanism to gather input
and efficiently vote in accordance with retail
shareholders’ wishes. We believe clarity on

Audit

Stewardship Report 2021

industry standards of practice applicable to an
‘expression of wish’ is necessary to facilitate
the evolution of market practice. We will,
therefore, continue to engage with the Investment
Association to seek a cross-industry working
group to develop standards, guidelines, and
best practices to facilitate progress across the
industry.

Voting in fixed income
As a bondholder we occasionally are presented
with the right to vote on issues that affect
our credit holdings, often in the context of
restructurings and reorganisations of issuers’
capital structures. See Principle 9 for discussion
on our engagement with credit issuers on specific
technical matters, including amendments to terms
and conditions in bond indentures.
During 2021, there were 18 voting proposals for
11 corporate credit issuers on which we either
provided consent or exercised voting rights as
bondholders of securities held in our corporate
investment grade or high yield portfolios, and we
were supportive of the proposed actions on all
but four of the proposals.

Voting in multi asset
Voting activity by region 2021
United Kingdom
North America

319
204

1,148

Europe ex UK

523 meetings

390

1,829

2,977 meetings

Japan
156

400
330

Emerging Markets

82

177

Asia Paciﬁc ex Japan

85
58

398

414

143 meetings
259 meetings

Disclosure
We aim to be transparent and timely in
disclosing how we exercise voting rights and,
when we have voted against management
recommendations, the reason for our concern.
Since 2018 we have disclosed all votes we cast
on issuers managed in our EMEA region seven
days following a shareholder or bondholder
meeting via our public website that allows visitors
to visually explore votes by market, sector, or
proposal type. Our disclosures list the issuer
name, meeting date, proposal name and how
we cast the vote.
Click here for Columbia Threadneedle Investments vote
disclosure website
From 2018 we have also disclosed on our
EMEA region website, for each calendar year in
arrears, the rationale for all votes cast against
management accompanied by a short-form
rationale for the dissent. The list of dissenting
votes also includes the issuer name, meeting
date and proposal name.
Click here for Columbia Threadneedle Investments
dissenting vote disclosure
We also report on voting activity to clients, as
described in Principle 6.

Our multi asset business invests in underlying
Columbia Threadneedle Investments’ equity and
fixed income products, as well as equity and
fixed income securities, all of which themselves
reflect our approach to integrating stewardship.
For investments in externally-managed funds,
we exercise ownership rights through our
operational due diligence activities during the
selection phase.

486 meetings

790 meetings

Latin America

PRINCIPLE 12 – Exercising voting rights

812 meetings

Voting in other asset classes
In 2021 we did not cast any votes in respect
of assets held in non-corporate asset classes
(eg, infrastructure, real estate, municipal
bonds, etc.).

Support Management on all items
Dissent from at least one item
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To enhance our disclosure program and
communications, we are implementing two
changes in 2022: i) modifying our vote disclosure
website to provide fund-level reporting on proxy
votes in EMEA, which will provide consistency
with our US disclosures, and ii) disclosing via
our US website, for the previous calendar year,
the rationale for all dissenting votes cast
against management.

Outcomes
Below are examples of votes we cast in 2021
by theme area, linked to and consistent with our
engagement focus across critical areas such as
climate action and board composition.

Voting on climate action

Significant votes
To assist our clients, including UK
pension fund trustees, with specific
investment management and reporting
obligations, our voting process identifies
and flags certain votes cast during
the reporting period that we deem
significant. Votes against management
on proposals where overall dissent levels
exceeded 20% of votes cast, or where
material controversies or highly unique
circumstances and outcomes may arise,
are among the those we may deem
significant votes. We identified over
1,600 significant votes within more
than 60,000 total votes cast during the
reporting period.
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In accordance with our principles and
custom voting policy, we cast dissenting
votes in the election of 41 directors
(generally all board chairs) for lack of
climate action, which we believe will be
detrimental to value creation in a
changing society and environment.
We utilise Transition Pathways Initiative
(TPI) ratings of the world’s highest carbonemitting firms, and our own research, to
help us determine which firms are properly
prepared to manage through the energy
transition.

Voting on board diversity
In accordance with our principles and
custom voting policy, we cast dissenting
votes in the election of 447 directors
(generally all chairs of their board’s
nominating committees) for inadequate
board diversity, which we believe leads to
sub-optimal board thinking and decisionmaking. We believe these voting actions
signal dissatisfaction with the present
board composition or a lack of meaningful
progress to diversify a board, to issuers
and their directors.
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Below are some examples of our votes and
their outcomes during 2021. We have sought
to provide those with a representative balance
of outcomes, recognising that many votes
do not result in optimal outcomes despite
our best efforts. We provide a closer look

Company:
Exxon Mobil Corporation

at votes representing our focus on climate
action, corporate governance, diversity and
compensation. Please also refer to the Activision
Blizzard and The Boeing Company case studies
in Principle 11 for additional examples of the
use of voting rights.

Location and Sector:
USA, Energy

Topics:
Strategy, energy transition, board
composition

What was the issue?
Company strategy was contrary to other large energy firms; focused on counter-cyclical investments,
ramping oil production and preserving the dividend which, together with new debt and soft oil pricing,
significantly eroded earnings.
Why did we take voting action?
Management and the board were generally not receptive to investor views on adjusting the strategy to
prevent assets from being stranded by accelerating climate regulations. The business was also viewed
as unprepared for the energy transition, accompanying risks, and had not set greenhouse gas emission
reduction goals. We believed that the company’s future success hinged on the board’s ability to properly
oversee execution of business strategy and that new skill sets would be needed on the board.
How did we vote?
We met separately with the dissident and with management to hear their respective views and, following
those meetings, our research and deliberations, we determined to vote in support of all four dissident
director nominees on the basis that critical strategic changes would only be facilitated through the addition
of energy-focused perspectives on the board.
What was the outcome?
A majority of investors supported three of the four dissident nominees and supplanted an equal number
of incumbent directors on the company’s board, thus materially remaking the board’s composition
and positioning the company for a new future. The company has subsequently announced a goal to
cut greenhouse gas emissions to net zero by 2050 in response to our concerns and agreed to publish
strategic roadmaps by end 2022 for emissions reductions and strategic business realignment.
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Company:
Quotient Limited

Location and Sector:
Jersey, Channel Islands

Topics:
Strategy, company, and board performance

Stewardship Report 2021

Company:
UOL Group Limited

PRINCIPLE 12 – Exercising voting rights

Location and Sector:
Singapore, Real Estate

Topics:
Gender diversity, board independence and
composition, share issuance

What was the issue?
The company develops and manufactures innovative medical products, but poor governance, business
strategy and execution led to significant underperformance.

What was the issue?
General corporate governance concerns, including independence, director overcommitment, extensive
board tenure and the company was flagged on our gender diversity watchlist for no female directors.

Why did we take voting action?
Our prior engagements with the company did not yield our desired enhancements to governance and
financial performance. A management change signalled potential for improvement, and board changes
were therefore necessary to enhance overall governance and strategy.

Why did we take voting action?
While Singapore-domiciled companies have worked to improve gender diversity (19% of directors at largest
firms), the company is one of less than two-dozen without any female director representation. We also had
concerns with specific provisions and dilution from share grants and equity issuance.

How did we vote?
We voted against the four directors with longest tenures on the board, including through the period of
significant underperformance.

How did we vote?
We voted against three directors for issues with board composition, including around gender diversity,
independence, and for overcommitted and long-tenured directorships that can impede independence
from management. The lack of independence potentially hinders the effectiveness of board committees,
where we require 100% independent directors. We also voted against a stock option plan with problematic
governance provisions, and against an issuance of equity that exceeded our allowable limits.

What was the outcome?
Our votes against the directors were followed by additional requests to engage. We met first with the CEO
then with the board Chair, where we reiterated our messages about board refreshment, concerns with
governance practices. The board Chair provided assurance a search firm would be retained to assist with
identifying new board candidates.

Company:
Howmet Aerospace, Inc.

Location and Sector:
USA, Industrials

Topics:
Executive compensation,
corporate governance

What was the outcome?
Several of the proposals saw low investor support, however all proposals still were approved by more
than a majority vote. We expressed our concern to the company and will maintain it on our watchlists
for the coming year and will also consider escalated steps if progress is not made to improve corporate
governance practices.

What was the issue?
Significant compensation package granted to the CEO together with pandemic-triggered adjustments
in performance targets drew our attention and triggered two meetings with the company, first with
management and the second with the compensation committee Chair. Our meetings revealed a strongwilled CEO, who threatened to leave while negotiating his pay package higher, including a retention
package, an unusual feature for a 67-year old executive.
Why did we take voting action?
While company performance had been steady under a turnaround orchestrated by the CEO, compensation
was not properly linked to performance factors and voting action was necessary to signal dissatisfaction
and the need for change. During engagement we learned the compensation committee had removed
two of the three performance hurdles underpinning vesting of long-term equity incentives, shortened the
performance measurement period, both of which weakened the pay-for performance relationship during
the critical pandemic period.
How did we vote?
We voted against the company’s ‘Say on Pay’ proposal, and voted against the re-election of the
compensation committee Chair.
What was the outcome?
The company’s compensation proposal failed to receive majority vote support, and while the director
was re-elected, a significant percentage of investors sent a strong signal of concern. The CEO has
subsequently announced a continuation in his employment, beyond the term of his original employment
agreement, and our engagement continues with the compensation committee.
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To find out more, visit columbiathreadneedle.com
Important information: Past performance is not a guide to future performance. The value of investments and any income is not guaranteed and can go down as well as up and may be affected by exchange rate
fluctuations. This means that an investor may not get back the amount invested. This document is a marketing communication. It is for information only and does not constitute an offer or solicitation of an order
to buy or sell any securities or other financial instruments, or to provide investment advice or services. It is not intended as and should not be taken to be investment, legal, tax, or accounting advice. Investors
should consult with their own professional advisors for advice on any investment, legal, tax, or accounting issues relating an investment with Columbia Threadneedle Investments. The analysis included in this
document have not been prepared in accordance with the legal requirements designed to promote its independence and have been produced by Columbia Threadneedle Investments for its own investment
management activities, may have been acted upon prior to publication and is made available here incidentally. Any opinions expressed are made as at the date of publication but are subject to change without
notice and should not be seen as investment advice. Information obtained from external sources is believed to be reliable but its accuracy or completeness cannot be guaranteed. Issued by Threadneedle Asset
Management Limited. Registered in England and Wales, Registered No. 573204, Cannon Place, 78 Cannon Street, London, EC4N 6AG, United Kingdom. Authorised and regulated in the UK by the Financial
Conduct Authority. Columbia Threadneedle Investments is the global brand name of the Columbia and Threadneedle group of companies. columbiathreadneedle.com
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