Avon Pension Fund

Responsible Investment Policy

The Avon Pension Fund’s (Fund’s) Responsible Investment (RI) Policy is based on
beliefs that express the Fund’s duties as a responsible investor. These beliefs are:

e Responsible Investment issues can have a material impact on investment risk
and return in the long run and therefore should be considered within the
strategic investment policy

e Because Responsible Investment issues can impact underlying investments,
investment managers should demonstrate a risk based approach to
responsible investing issues within their investment decision-making process
and where they engage with companies

e The Fund has a responsibility to carry out its stewardship duties effectively by
using its influence as a long term investor to encourage responsible
investment behaviour

The policy demonstrates how the Fund will implement these beliefs within the
strategic and operational decision- making processes. It recognises that the Fund’s
strategic policy will develop over time and allows flexibility to manage RI issues
within an evolving strategy. The policy also sets out how the Fund will monitor and
disclose its activities in respect to Rl issues.

Policy

e The Fund seeks to integrate a Responsible Investment approach across the
entire investments portfolio, recognising the differing characteristics of asset
classes This is evidenced by evaluating the following as part of the strategic
investment review process:

o The impact of Rl issues on each asset class and the materiality of RI risks
within each asset class or approach to investing

o Whether an allocation of capital to specific environmental, social and
governance (ESG) opportunities would generate value.

o Whether RI/sustainability benchmarks for investments or alternative non-
traditional financial analysis could provide a more informed understanding
of the RI risks within the Fund

e The Fund believes that an inclusive approach whereby it can utilise all the tools
at its disposal to manage rather than avoid RI risks can often be optimal. It
recognises that approaches that exclude or positively select investments could be
appropriate for particular mandates.

e The Fund requires its investment managers to provide a statement setting out the
extent to which they take social, environmental and governance considerations
into account in their investment processes. These statements form part of the
Statement of Investment Principles.



When appointing external investment managers, the Fund:

o Includes in tenders an assessment of managers’ process for evaluating
responsible investment risks within their investment process and make use
of this as an integral part of the selection process when relevant.

o Considers whether appointing managers with specialist ESG research
capability is appropriate for meeting the investment objective of the
mandate.

o Includes the adoption of UNPRI principles in the criteria for evaluating
managers and, all other things being equal, it will prefer UNPRI
signatories.

The Fund actively monitors the decisions of its investment managers’ regarding
Rl issues that have a material impact on the value of the Fund’s assets.

The Fund adopts the FRC Stewardship Code and seeks to comply with its
principles for best practice when discharging its stewardship role.

The Fund normally delegates voting and engagement to its investment managers
and will monitor how investment managers vote in comparison to relevant Codes
of Practice. Managers are required to vote at all company meetings where
possible.

The Fund recognises that collaboration with other investors is a powerful tool to
influence corporate behaviour. The Fund takes an active role in the Local
Authority Pension Fund Forum (LAPFF) to effectively exercise its influence
through collaborative initiatives.

The Fund supports the principles underlying the United Nations Principles for
Responsible Investing (UNPRI). The Fund’s Responsible Investment Policy
seeks to improve compliance with these principles.

The Fund encourages its external investment managers to become UNPRI
signatories.

The Fund recognises that transparency and disclosure of its Responsible
Investing Policy and activities is an important element of being a responsible
investor. Therefore the policy forms part of the Statement of Investment
Principles and a Responsible Investing report will be published annually from
2013. This annual report will include the RI Policy, the Fund’s compliance with
the FRC Stewardship Code and UNPRI Principles and the voting report.

This Policy should be reviewed as part of strategic reviews of the investment
objectives and management of risk or as required in response to changing
regulations or broader governance issues.
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