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Our purpose is to preserve and enhance
the value of our client’s assets through
long-term engagement and analysis.

With a focus on long-term investment, we hold companies that

we deem to be high quality. We define ‘quality’ in this context for
companies that are not capital intensive, have a strong economic
moat or competitive advantage, recurring cash flows and a healthy
balance sheet. However, we are not just investors, we also understand
the influence we can have on the companies we invest in on behalf of
our clients. This is why we feel integrating environmental, social and
governance (ESG) factors into our investment process, and actively
engaging with our investee companies can help to sustain and
improve returns for our clients.
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EVENLODE’S YEAR IN STEWARDSHIP

By Ben Peters, Fund Manager

Ben Peters, Fund Manager and Director

We seek real, durable
returns for our clients over
the long term, investing

in a sustainable way that
contributes to a positive
future.

2022 was a year of significant progress
in Evenlode Investment’s stewardship
journey. Building on many years of
iterative analysis and development, in
this report we detail our activities and
their outcomes as well as new initiatives
inresponsible investment. The year
was marked by downward pressure on
global equity markets, and we do not
forget that achieving attractive risk-
adjusted financial returns through time
is our prime purpose as an organisation,
the first part of our purpose statement
onthe left. It is our belief that whatever
the market conditions, companies that
manage the full range of risks and
opportunities that they face are more
likely to be successful in the long run.
Therefore, whether the yearis positive
or negative for market returns, we
judge that our clients are best served
by us continuing to manage ESG

risks through our analysis and risk
management framework. We further
encourage the evolution of businesses
toward more sustainable practices
through our engagement efforts.

It follows that we believe that the
second half of our purpose statement,
contributing to a positive future, is
entirely compatible with the first.

We have built on the platform of work
from previous years to target our
shareholder voting and corporate
engagements more efficiently and
effectively. There has also been an
awakening to the responsibilities and
possibilities of investor stewardship
inthe broader investment community.
We are aware that companies are
now receiving a much-increased
volume of requests for information
and dialogue from their owners and
their representatives. Whilst broadly
welcome, this industry development
means we must be doubly focused on
engaging with clarity and where we
think it is impactful. To that end we
continue to review the outcomes from
our engagements and will adjust our
practices on the back of that analysis.

Our previous work has also meant that
in 2022, we were in a position to set

out our first set of metrics and targets
surrounding sustainability, aiming
towards the global ambition of net
zero carbon emissions by 2050. We
are in no doubt as to the scale of the
challenge, and as you'll read below have
started with engagement encouraging
portfolio companies to set out their
decarbonisation strategies before
moving on to more material emissions
reduction targets later in this decade.
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EVENLODE’S YEAR IN STEWARDSHIP

By Ben Peters, Fund Manager

In setting our targets we have leaned
onthe Net Zero Investment Framework
(NZIF) set out by the Net Zero Asset
Managers Initiative (NZAMI), one

of several industry organisations of
which we are a member. Constructively
collaborating with the financial sector
is core to our approach. Through
collaboration we inform our own
strategy, share best practice, and
develop innovative thinking that will
help us to reduce ESG-related risks and
therefore financial risks to our clients
over the medium to long-term. We have
found this industry participation vital
in helping us to formulate the next
steps in our sustainability strategy,

and a clear emergent theme is the

risks and opportunities surrounding
biodiversity and natural capital. We will
be developing this element of our work
in 2023 with an eye on the forthcoming
requirements of the Taskforce on
Nature-related Financial Disclosures.
We will draw on our work on its older
cousin, the Taskforce for Climate-
related Financial Disclosures, under
which we will be reporting next year.

From a governance perspective |
continue to be the director responsible
for stewardship and ESG. I have
reported to the board on our activities,
gained its approval for our target
setting, and along with the broader
Evenlode Investment team have
translated our desire to manage the
risks and opportunities associated with
sustainability-related issues into our
business plans for the coming years.
The development of our biodiversity
engagement framework is one example
of a tangible action to come out of our
business planning process.

The regulatory environment continues
to evolve. In 2022 we moved the EU-
domiciled vehicles that we manage to
SFDR Article 8 reporting, which we
hope will give our investors further
clarity on the sustainability ambitions
that are applied to their portfolios.

We have participated in the Financial
Conduct Authority’s consultation on
the proposed Sustainable Disclosure
Requirement regulation in the UK and
will of course apply the final rules only
as appropriate to our stated strategy.

Aswe report through these various
frameworks, what is most vital to us is
that we collaborate internally to deliver
on what we have set out to our clients.
Our ESG framework described below is
not just integrated into the investment
process, it is the investment process

for that part of our holistic approach

to equity analysis and portfolio
management. It is designed to enable us
to collaborate, to challenge ourselves,
but importantly come to constructive
conclusions and move forward with
decision making and engagement.
hope this report helps you to understand
how we at Evenlode Investment
approach responsible investment now,
and how we set ourselves up to develop
in the future.

Ben Peters, Fund Manager and Director
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THE TEAM

By Sawan Kumar, Head of Stewardship

We are looking for
strength in depth within
our team and have

hired individuals with
experience from a range of
backgrounds to ensure we
address all of Evenlode’s
values as a business and
our investment process.

As an employee-owned business the
aim is to build a multi-generational
team within which, in due course, the
business can be handed from one set

of employee-owners to another whilst
continuing to consistently apply our
process to the portfolios we manage.
The concept of delivering in the long
run for all stakeholders means that the
team is structured to take collective
ownership for the decisions made on the
portfolios we manage, whilst containing
lines of individual responsibility

to ensure that accountability is not
dissolved.

Sawan Kumar, Head of Stewardship

Over the course of the year, we have
added two new members, Rebekah Nash
and Zikri Jaafar, to the stewardship
team. Rebekah hasjoinedusasa
Governance Analyst whose primary
focus is to carry out our voting and
engagement activities. She will
participate in the Graduate rotation
scheme, sitting with the other fund
teams, while expanding her knowledge
on specific ESG-related areas through
internal training and external
qualifications. Zikri Jaafar has joined us
as a Stewardship Analyst. He previously
worked for a sustainability consultancy,
working closely with companies to
develop their Net Zero transition plans
and reporting on their Taskforce on
Climate-Related Financial Disclosure
(TCFD) obligations. He brings with him
carbon emission accounting skills as
well as understanding natural capital
frameworks. Both have been excellent
additions to the team as we further
develop our stewardship strategy.
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THE TEAM

By Sawan Kumar, Head of Stewardship
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EVENLODE’S STEWARDSHIP STORY

By Sawan Kumar, Head of Stewardship

Evenlode is a signatory of the UK
Stewardship Code which was first
published by the Financial Reporting
Council (FRC) in 2010. After being
updated in January 2020, the code sets
high stewardship standards for asset
owners, managers and service providers
that support them. Consisting of twelve
guiding principles for asset managers
and owners and a separate set of six
principles for service providers, the new
Code aims to encourage engagement
between institutional investors and
company management and promote

a greater level of transparency. It is
applicable to those firms who manage
assets on behalf of institutional
shareholders, including pension funds,
insurance companies, investment
trusts and other collective investment
vehicles.

The Code increasingly helps us
navigate around these complex risk
mitigating themes and is increasingly
recognising that environmental,

social and governance (ESG) factors
are becoming even more material to
the long-term success of a company.
We have welcomed the emphasis on
investor engagement outcomes and the
requirement for more evidence on how
ESGis adding value to businesses over
the last couple of years.

To better help us identify key long-

term risks and discuss megatrends

we attended various webinars and
training sessions in the year held by
industry groups and organisations

such as the Net Zero Asset Manager’s
Initiative (NZAMTI), Investor Forum,
Investment Association (IA), United
Nations Principles for Responsible
Investment (UNPRI) and the Carbon
Disclosure Project (CDP). We have been
amember of the International Corporate
Governance Network (ICGN) for many
years and in 2021 also became members
of the Natural Capital Committee
(NCC) whose focus is on governance
relating to the natural environment,
ecology and biodiversity including
climate change and the United Nation’s
Sustainable Development Goals
(UNSDGs). These discussions help
bring emerging risks to our attention
and help us curate the themes for our
bespoke analysis carried out in the
year. For example, our work on carbon
pricing mechanisms (which we provide
detail on later in this report), is the

first step to a longer piece of thematic
analysis which addresses transition and
regulatory risks our investee companies
face as we look forward to a low carbon
economy. These memberships also
provide us with useful context as we
look to assess our investee companies
on their climate transition plans and net
zero targets. We signed up to NZAMI

in September 2021 and had our interim
climate targets accepted in July 2022.
These can be found under the Net Zero
assessment section in this report.

Evenlode also continues to be signatory
to the UNPRI. The principles were
developed in 2005 by an international
group of investors who wanted to
promote the increasing relevance of
responsible investment. By becoming
signatories, we have committed to
implementing these principles and
incorporating ESG factors into our
investment process to better manage
risks for our clients. After signing up
tothe UNPRI in 2018 our most recent
assessment report scored our policies
on Investment, Stewardship, Voting &
Engagement, 4 stars out of 5, further
highlighting our commitment to active
ownership.

TO ACCESS THE ASSESSMENT
AND TRANSPARENCY REPORTS,

PLEASE CLICKHERE
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ESG INTEGRATION

By Sawan Kumar, Head of Stewardship

We assess companies in our investable
universe on a range of financial and
non-financial factors, divided into three
different categories:

- Business: Economic moat, pricing
power, long-term industry outlook,
economic sensitivity, diversification,
management and cultural quality
and ESG.

- Financial: Balance sheet strength
and cash generation.

- Investment: Liquidity risk and
valuation risk.

We assign a score of between A to E for
each risk factor for each company we
follow and analyse. This kind of scoring
methodology induces conversation
within the investment team at our
regularrisk scoring meetings and
when an investment case is reviewed,
ensuring a collegiate decision is made
considering a range of viewpoints.
Companies that score badly on certain
issues, or certain combinations of
issues, are less likely to be included in
our investable universe. For instance,
an E for both Balance Sheet and/or
Economic Sensitivity, a Moat score
lessthan a C.If a company scores

an E on ESG risk because there

are severe ESG concerns that the
company is not managing adequately,
it will be excluded from the portfolio/
universe. Where a company does not
meet minimum ESG standards and
consequently scores a D, this leads to
active engagement on the identified
issues that, if necessary, is escalated
from direct engagement with the
company to collective engagement
through one of the investor initiatives
we are members of.

We use several checklists which

help us to focus our attention on the
most significant and/or value-adding
matters on behalf of our clients. Over
the course of the year, in order to create
more structure around how we score
companies on ESG risks, we highlighted
market-wide ESG issues that present
long-term risks if not addressed:

- Environmental risks: Climate-
related risks, high emission intensity,
weak climate transition plans.

- Social risks: Material controversies
including labour violations, UNSDG
alignment, CEO and gender pay gap.

- Governancerisks: Misalignment
between pay and performance,
inadequate independence of board
members and disproportionate
voting rights.

We wanted to ensure we had clear
systems in place in order to eliminate
any preconceived notions and biases
and have created a checklist which
asks 36 ESG-related questions of

each company. Environmental and
governance-related themes are given
the most importance and are weighted
equally due to the value we have
attributed to emissions intensity, Net
Zero targets and consequently the
governance needed from investee
companies to achieve those targets over
time. Example questions include:

- Doesthe company publish its total
greenhouse gas emissions (all
scopes)?

- Isthere board-level oversight
of climate-related risks? Who is
responsible for implementing the
company’s climate strategy? This
question becomes critical for a high
impact, emission intensive holding.

- Hasthe company been involved in
material controversies in its supply
chain and as a result, are any of those
surrounding risks still unmanaged?

- Doesthe company align its
remuneration with sustainability-
related metrics and are the
performance metrics targets
disclosed in the policy?

Once the score is calculated, an
independent judgement and discretion
is applied by the stewardship
department as a common-sense overlay.

The resulting score is presented and
discussed at our weekly investment
meeting, and this ultimately acts

as one of the key inputs into the
maximum position size of the company.
Independent discussion, discretion
and calibration is useful as it brings

in a consideration of the nuances of
each potential issue and eliminates

a mechanical approach to decision-
making. The process is collegiate

and seeks to bring in the views of

the whole investment team, having
rigorously sought out the most material
matters through the initial use of a
thorough checklist. It also helps us

to highlight which E, S or G factors

are most material to the company’s
industry and/or business model. The
idea is for this framework to evolve and
improve over time, including thematic
analysis carried out as aresult of our
company-specific work. The number

of questions has increased to 36 this
year as we wanted to spend more time
looking at pay gaps and historical tax
controversies.
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ENGAGEMENT AND EXCLUSIONS

By Sawan Kumar, Head of Stewardship

Why would we exclude companies?

We judge each business on its own
merits when deciding on its ESG risk
score, and do not exclude any sector
from the outset. It is our belief that all
companies face both ESG risks and
opportunities, and we should critically
assess those as part of our analysis
before drawing conclusions. We do,
however, formally exclude companies
that directly manufacture controversial
weapons, and our controversial weapons
policy is available on our website.

Asnoted above, we will give a
company an ESG risk grade of ‘E’

if it has significant ESG-related

risks that are not being adequately
managed. If a company scoresanE,

it will not be eligible for investment.
This is fundamentally a risk control
mechanism; it is our belief that
companies that do not adequately
manage their own business risks face
potential liabilities through fines

and regulatory censure, reputational
damage, and subsequent lost revenues,
profitability and cash flow. Such
companies present heightened risks
for owners of that business’s equity.
We therefore look elsewhere to achieve
good risk-adjusted returns for our
clients.

The investment case for engagement

We will engage with those companies
that we grade higher than ‘E”.

We consider engagement with
companies as an opportunity.
Discussing challenges with companies
enables us to understand their business
context and obtain more information
about their mitigation of and resilience
to the risks that we perceive.

Ultimately, we are seeking to create
long-term value for our clients

through improving the sustainability
characteristics of a company. However,
we understand that all this takes time
and requires a measured approach. This
type of approach requires appropriate
engagement objectives and is why we
set objectives for each engagement,
which allows us to stay focused and
monitor our ongoing engagements.

Risk management is still a focus for
those companies that we do not exclude
on ESG grounds. The company’s

ESG risk score is considered when
setting its maximum position size as a
routine part of our investment process.
Companies that have lower scores will,
all other things being equal, have lower
maximum position sizes.

Back to contents



THE ENGAGEMENT TRACKER

By Sawan Kumar, Head of Stewardship

To gain a deeper understanding of the
businesses we invest in, we measure the
level of accessibility and transparency
companies offer to their stakeholders.
We have observed over the years that
there is a good correlation between
companies that are willing to engage
with investors proactively and those
that have a strong and open culture
throughout the organisation. On the
flipside, when we have noticed the
company has not acknowledged our
feedback with a response, positively

or otherwise, we will not hesitate to
downgrade their ESG risk score and
consequently their maximum position
size. For example, we have been writing
tothe company management team

of a holding in the Evenlode Global

INITIATION
The engagement is created as a result
of either a vote against management
at an annual general meeting (AGM),
a specific issue which has been
identified by Evenlode and raised
with the company, or alternatively a
contact from the company itself.

ACTION

The outcome of the engagement
is documented. Has the company
implemented a new policy as a
result of our engagement or made
a strong enough argument to
defend its current strategy?

Income fund for three to four years.
The engagements have spanned
various themes ranging from a weak
remuneration policy to an inadequate
Net Zero plan. After discussing with the
respective fund managers, we decided
to downgrade their ESG score and
consequently their maximum position
size of the stock in the portfolio. We felt
that the lack of engagement on ESG-
related matters warranted a downgrade
especially as we had identified weak
practices which hadn’t improved.

We consider stewardship to be an
important part of our investment
philosophy, and have over the past few
years been developing a framework for
engagement with the companies we

Engagement Tracker

invest in. We believe it is our iduciary
duty to protect and enhance the value
of our clients’ assets, whilst responsibly
minimizing broad non-financial risks.
Monitoring of investee companiesis
good investment practice and we would
never invest on behalf of our investors
without undertaking sufficient due
diligence.

In 2019, we updated our proprietary
investment research software system
(EDDIE) which now includes the
‘Engagement Tracker’ functionality.
The 4-step process for documenting
engagement activity in EDDIE is shown
below:

ACKNOWLEDGEMENT
There is a response from either
party with an acknowledgement
of any concerns raised.

DISCUSSION

The conversation around
the engagement topic is
documented.

4444444444444444444444444444444444444444444444444444444444444 AGM engagements  Interactions
Initiate Dialogue 30 .97 ...
Acknowledgement T
Discussion o L 89 ..
Action 18 24 ..
Total: T3 e 219

Data from 2022
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THE ENGAGEMENT TRACKER

By Sawan Kumar, Head of Stewardship

Examples of cases that led us to prioritise an engagement are:

EXAMPLE1

We wrote to a holding in the Evenlode Income fund regarding our assessment of
their net zero strategy. According to our analysis at the time, the company was
only committed to aligning to net zero, thus we wrote to request the company set
science-based short and medium-term targets in line with 1.5°C, covering at least
95% of scope 1 and 2 and 67% of scope 3, and disclose at least 90% of scope 1,2 and
3 emissions annually within the next 12 months, in order to work towards full
alignment with 1.5°C. We received a positive response from investor relations;
they felt a science-based climate strategy is necessary to drive sustained
emission reductions and recognised the need to help mitigate the impact of the
climate crisis, acknowledging the growing scientific consensus that the window
to tackle climate change is diminishing. To demonstrate the commitment to a
science-based climate strategy, the company signed a commitment letter to the
Science Based Targets initiative (SBT1) in November 2021, committing to set
science-based emissions reduction targets across all scopes, in line with 1.5°C
emissions scenarios and the criteria and recommendations of the SBTi. They
are in the process of developing science-based short and medium-term targets
inline with 1.5°C and are on schedule to have these approved by SBTibefore
Evenlode’s deadline of November 2023. Once approved, they will communicate
their targets to us. They are making good progress on their year-on-year carbon
emissions reductions, and for the emissions that they haven’t yet been able

to eliminate, they will look to partner with a third party to offset 150% of their
emissions. They also choose to report their environmental impacts via the
Carbon Disclosure Project (CDP).

EXAMPLE 2

We wrote to a company held by Evenlode Global Equity with our feedback

from their AGM as we voted against the CEO’s remuneration policy and report.
Although we liked the metrics in their short-term incentive plan (STIP), there
was limited disclosure on the targets and duplication of these targets across the
STIP and long-term incentive plan (LTIP). There was also a disproportionate
weighting of relative Total Shareholder Return ({TSR) in the LTIP. We
highlighted the importance of an independent chair and recommended the
importance of a Lead Independent Director (LID) on the board. We received a
response which agreed with our notes on the CEO compensation and that other
investors had commented on the duplication of metrics. However, they felt it

was important to choose criteria in line with their strategy. The disclosure on
the STIP was enhanced last year (2021) but the publication of targets is a further
step that the Compensation Committee are considering. Regarding the chair, he
became non-independent at the end of last year and left his position as chairman
of the appointment, governance and CSR committee. His directorship will end
in 2023 and will not be renewed therefore a new chair will be appointed. This was
a positive engagement with clear communication and Evenlode felt that their
concerns were considered.

Back to contents 11



THE ENGAGEMENT TRACKER

By Sawan Kumar, Head of Stewardship

EXAMPLE 3

We wrote to a company in the Evenlode Global Equity portfolio ahead of their
AGM to engage on several issues. As a result, our ESG matrix had calculated
their score to be a D. These included increasing independent oversight and
adding employee representation on the board due to poor workers’ rights

and conditions. Their climate disclosure was weak which conflicted with

some of their ambitious targets. Finally, we highlighted our concerns over the
remuneration policy due to a lack of STIP. The remuneration was only formed

of base salary and periodic grants of time-based restricted stock units. We
received a response from their corporate legal team. The board had direct
oversight of employee wellbeing and workplace safety, regularly reviewing the
matters. Their Leadership Development and Compensation Committee (LDCC)
oversees the policies related to human capital management and they had met
several times over the past year. They make significant investments to address
workplace safety and satisfaction which can be seen through their competitive
compensation and disclosure of safety statistics, as well as training and
increasing employee benefits. On climate, they publicly disclose their carbon
footprint in their sustainability report and through the CDP survey. They believe
the footprint meets the international standard but more importantly has been
independently verified. Regarding their lobbying practices, they did their own
review and identified potential misalignment between positions they support
and positions that organisations advocate. They will carefully weigh the risks
and benefits of their continued membership of these organisations in the future.
And finally on governance they recognised that their remuneration differs from
other companies, but their compensation committee continuously reviews

this and believe this is currently the best set up for the long-term success of the
business. We still firmly believe the structure of a good remuneration policy
should consider the short and the long-term to ensure executives are rewarded
consistently whilst also aligning with the long-term strategy of the business.

the company’s point of view. Although
the topics may differ between various

In adherence to our voting policy,
we initiate dialogue with company

management before we action a vote
(if we need additional information) and
also after actioning a vote (if we vote
against management) via a letter. In
2022, we wrote 57 letters to companies
about their AGM vote, emissions
disclosures and net zero targets.

Due to the differing nature of
governance frameworks globally,
and the complexity of surrounding
policies, it can be useful to speak with
management before inputting the
vote. If voting against management,
our policy states that we must write to
the company stating the reasons why.
This induces a healthy conversation
post the AGM about the changes we
want to see in the company and allows
us (as investors) to better understand

geographies, the engagement strategy
remains the same for all the funds.
Recording each step of the engagement
process allows us torecord, analyse,
monitor and measure the success of
our engagements. As the information
is now kept in a centralised database,

it further enhances transparency and
spreads the knowledge in the team,
whilst eliminating the risk of sending
conflicting messages. Ongoing
maintenance of the tracker also has the
ability to provide useful data which we
canthen use to create a more robust
engagement framework.

Back to contents
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THE ENGAGEMENT TRACKER

By Sawan Kumar, Head of Stewardship

ESCALATION

Evenlode historically hasnothad a
formal escalation policy. We consider
each case for engagement on its merits.
We have in the past collaborated with
the UNPRI and the Investor Forum

to collaboratively engage with other
investors. In 2022 however, when
curating our initial Net Zero targets,
we felt it would be beneficial for us to
have more structure around voting,
engagement and escalation as it pertains
to our Net Zero strategy.

For our engagements, we set time-bound
company level objectives that lead to
escalation if not achieved in the set
timeframe. Along with having relevant
targets, emissions data and performance
disclosed, portfolio companies are also
asked to ensure emission performance
is on track with their targets and have
their emissions verified by third parties.
High impact companies are asked to
disclose a climate transition plan, report
the type of offset they are using, commit
to align future capital expenditures

with their long-term greenhouse gas
(GHG) emission targets and disclose
the percentage of their current and
aspired share of overall sales from green
revenue. These additional criteria form
our minimum engagement objectives
and milestones. Generally, we are
expecting companies in material sectors
to move up one alignment category
within 12 months of engagement. If

they do not achieve the engagement
objectives set within this time frame, we
will escalate via voting and collective
action on a case-by-case basis.

For example, we expect our companies in
material sectors to provide an adequate
amount of transparency on their climate
transition plan. The plan should include
for example, disclosure of emissions
performance covering at least 90% of
scope 1, 2 and 3 emissions. As supporters
of the Task Force on Climate-related
Financial Disclosures (TCFD), we
encourage all companies in our portfolio
to highlight their exposure to physical
and transition risks to climate change

in line with the well-defined framework,
as well as undertake a quantitative
scenario and transition analysis, over
time. If we see an absence of disclosure
necessary for shareholders to make an
informed decision, we will vote against
the Reports and Accounts. After 12
months from the start of the initial
engagement, an escalation approach will
be taken to voting if we haven’t seen any
incremental improvements in disclosure
orthere hasbeen alack of meaningful
acknowledgement from our engagement
efforts, by also voting against the chair
of the company.

To help us achieve positive outcomes

in the future and improve on our
engagement method, Rebekah

Nash looked back at all our historic
engagements over the years. We wanted
tounderstand what channel is the best
to use (letter, face to face meeting,
engagements with the ESG team or
combined with a fund manager) and
whoisthe best person to contact at the
company (Head of Sustainability, IR,
Executive etc.) to increase the chances of

.

a more effective engagement outcome.
The analysis suggested that contacting
the IR team, combining ESG-related
themes via a letter, having some sort of
input from a fund manager (if a multi-
year engagement), and focusing on
governance issues in the initial letter led
to more positive outcomes.

As our engagement strategy develops
and we have given adequate time to our
investee companies to come up with
more credible transition plans, we will
endeavour to report the outcomes of
our escalation activities and conduct
internal thematic analysis to improve
our internal processes in the coming
years. Our net zero targets are a work in
progress for us as active owners as well
as for our investee companies.

FOROURFULL ESCALATION

POLICY PLEASE CLICK HERE
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ENGAGEMENT THEMES

By Sawan Kumar, Head of Stewardship

Over the past few years, the rationale
for voting against management

and consequently engaging with
management, was centred around
misalignment of incentives and
performance. The post-covid era further
exacerbated this problem as companies
looked to re-calibrate the quantum of
pay after a period of uncertainty. In

the last 12 months, we have engaged
extensively with investee companies

COLLABORATION

on their Net Zero targets. In particular,
alarge proportion of the companies in
our invested universe had ‘committed

to aligning’ to Net Zero which meant
that they had set a 1.5°C-aligned net zero
target however, this was not classified as
science-based. The companies also did
not disclose at least 90% of scope 1,2 and
3 emissions. We believe that a science-
based climate strategy is necessary to
drive sustained emission reductions

and therefore asked companies to set
science-based short and medium-term
targets in line with 1.5°C, covering at
least 95% of scope 1 and 2 and 67% of
scope 3, and disclose at least 90% of
scope 1,2 and 3 emissions annually
within the next 12 months, and work
towards full alignment with 1.5°C over
the coming years.

We are active participants of groups
such as Corporate Reporting Users
Forum (CRUF), International
Corporate Governance Network
(ICGN), Financial Reporting Lab’s
(FRC) Climate Change and Steering
Committees and the Farm Animal
Investment Risk and Return (FAIRR)
Initiative which was established by the
Jeremy Coller Foundation. The FAIRR
Initiative was founded in 2016 with the
intention of providing insightful and
impactful data on the risks associated
with intensive animal agriculture.
Their aim is to work with investors and
provide them with the tools necessary
to address the most material issues,
including climate change, deforestation
and water scarcity. The initiative tries
to bridge the gap in investor knowledge
of an important sector - food. A sector
important not just for the global market
but for Evenlode too.

In February, we participated in a
collaborative engagement facilitated
by FAIRR. The organisation had
undertaken extensive engagement
with global food companies to
systematically transition product
portfolios to facilitate healthier, more
sustainable diets and ensure long-
term food security. They recruited 84
investors with almost $23 trillion of

AUM who were interested in actively
engaging with 23 target companies, 3
of which were Evenlode holdings. The
engagement objective was to:

1. Encourage the companies to set
time-bound commitments to
grow the share of nutritious plant-
based and alternative proteins and
ingredients in product portfolios,
enabling consumers to transition
to sustainable and healthy diets
which do not involve the excess
consumption of animal-based
products.

2. Support and enable a dietary
transition towards less and higher-
quality animal-based products
whilst building food security and
sustainable food systems.

3. Ensure this forms partof a
comprehensive, global, evidence-
based approach to protein
diversification and report metrics on
progress publicly every year.

Nestlé did not disclose the percentage
of total R&D spent on plant-based
innovation nor metrics to track its
plant-based sales. Unilever had no
commitments related to portfolio
diversification and did not seek to

reformulate existing product ranges
to reduce animal protein content.
Positively, as a result of the six-year
collaborative engagement, Nestlé’s
plant-based sales increased to 0.92%
in 2021, with the company dedicating
10% of its R&D resources towards
plant-based product innovation and
significant capex investments to scale
production. Unilever announced a
target to generate $1.2 billion from
plant-based foods by 2027 and

report strong double-figure growth.

It reformulates products to reduce
animal-derived ingredients, such as
switching milk powder with alternative

milk.

Our overall approach around direct vs
collaborative engagements is simple.
We believe collaboration is important
to strengthen our collective influence in
addressing ESG issues and learn from
like-minded investors. And clearly, as
highlighted from the example above,
collaboration can increase the chances
of a positive outcome. However as
long-term investors we have developed
long-term relationships with our
investee companies through direct
engagements. And we believe thatis a
key ingredient in effecting change that
will benefit both our companies and
clients.

Back to contents
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ENGAGEMENT THEMES

By Sawan Kumar, Head of Stewardship

Engagement Themes ® Company Strategy
@ Human Rights

@ Supply Chain

@® Remuneration

® Carbon Emissions
® Climate Change

@ Succession Planning
© Audit Issues

@ Board Structure

@ Company Culture

@ Product Quality & Safety
@ Balance Sheet

@ Deforestation

@ Labour Conditions
@® Human Health

Companies 88:

Engagements 219
Engagements by Region

Engagement by Region

® United Kingdom

Engagements 219

Who we Engaged How we Engaged
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STEWARDSHIP IN PRACTICE

By Sawan Kumar, Head of Stewardship

By carrying out sufficient due

diligence we invest in companies that
are being managed accordingto a
strategy and principles with which we
fundamentally agree. With this in mind,
Evenlode’s policy is to usually vote with
management on resolutions put forward
unless we have initiated an engagement
in the previous year showing our
discontent and asking for change which
has not yet materialised. As a firm, we
do not engage in stock lending and

vote all our shares using the proxy
voting service provider, Proxyedge.

We have a close relationship with

their representatives where we can use
their platform to check for upcoming
meetings (helping us to plan for AGM
seasons), monitor voting rights and,
finally, action our votes. Voting with

the board is not automatic and in cases
where we disagree with a specific issue
we will vote against. Where possible
this will happen after dialogue with the
officers of the company has taken place.

We do not use external proxy

research providers as we believe it to

be our fiduciary duty to vote shares

in accordance with the investment
philosophy that we set out to our clients.
All our research is carried out in-house
by our stewardship analysts, using
both publicly available information and
internal research carried out by our fund
managers and investment analysts. Due
to the size and nature of our business,
we do not seek independent assurance
of our proxy voting and stewardship
activities. Instead, we undertake an
annual review of all our stewardship
activities (voting and engagement) at
the end of the proxy voting season to
better understand the market and how
we can structure our engagement style
going forward. For example, at the end
of our review for 2021, we created a
more targeted engagement strategy for
our AGM voting season. We will look

to proactively engage with companies
where we have significant ownership at
a portfolio and company level. The aim
is to initiate dialogue early for with our
most material holdings and highlight
any areas of concern we have with the
company before we input the vote.

We consider the UK corporate
governance model as best-in-class.
However, we do understand that other
jurisdictions and geographies have
different requirements and take these
into consideration when making our
voting decisions.

We disclose all our voting activity in
the stewardship section of our company
website, on a quarterly basis. In the
interests of best practice, transparency
and investor information, we also
provide details of when we have voted
against management and the reasons
for this.

To access our voting records please
visit the following link

VOTING RECORDS

Back to contents
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STEWARDSHIP IN PRACTICE

By Sawan Kumar, Head of Stewardship

Voted Resolutions by Region

Netherlands
50 5
Belgium Sweden
12 2 Germany 32 4
44 13

United States
563 71

Australia
52

Switzerland
124 12

4

Number of voted resolutions shown in grey and engagements in green

VOTING STATISTICS FOR 2022

Meetings 88

Resolutions 1984

With Management 1870 O of the total votes
Against Management 92 cast were against
Abstain 22 [ O management

Back to contents 17



STEWARDSHIP IN PRACTICE

By Sawan Kumar, Head of Stewardship

Votes Against Management (per meeting)

Votes against management

Votes with management

31 meetings

where we voted

against
In 2022, we voted a total of 88
meetings, voting 100% of the
time on all resolutions. We
voted against management at
35% of the meetings on at least
one resolution.

Votes Against Management Themes

Themes Total

® Remuneration 43

Votes against management 92

Back to contents
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STEWARDSHIP IN PRACTICE

By Sawan Kumar, Head of Stewardship

Below are some examples of situations of where we have voted against management (with company names removed).

COMPANY A

A holding in Evenlode Income,
Evenlode Global Income and
Evenlode Global Equity received our
vote against the re-election of one of
their directors. We feel it’s crucial to
have adequate and a sufficient level of
independence on the board and more
importantly on the remuneration
committee. The director sat on the
board, remuneration committee and
also happened to be a controlling
shareholder of the organisation.
There were also concerns regarding
their positions outside the
organisation and if they were able

to allocate sufficient time to the
business. He sat on 9 outside boards
and advisory groups. The re-election
of the director was approved with a
79.22% vote with management but

a significant 20.72% of shareholders
voted against management. Further
cementing our views of a poor board
structure of the company.

COMPANY B

We voted against the re-election of

a director which is held in Evenlode
Global Income and Evenlode Global
Equity. The concern was regarding
the independence of the auditor

and thus the vote against the audit
committee chair was submitted. We
previously engaged with them on
this matter and received no response
therefore, as part of our escalation

process, we voted against the director
responsible for the statutory auditor.
The outcome of the AGM vote
showed 9.4% of shareholders voted
against and 90.6% voted for the re-
election.

COMPANYC

We voted against management

on the approval of the executive
compensation policy due to the lack
of disclosure used for the short-term
incentive plan (STIP) and long-term
incentive plan (LTIP). In addition,
there was a duplication of relative
shareholder return ¢TSR) in their
LTIP. We also felt the plan would
benefit from more transparency on
the metrics and targets being used
to assess performance. Disclosure of
specific, quantifiable performance
metrics provide shareholders

with the means to evaluate the
appropriateness of such incentive
programmes. We understand

share price