REPORT TO: SUPERANNUATION INVESTMENT SUB-COMMITTEE OF THE POLICY
AND RESOURCES COMMITTEE - 4 JUNE 2012

REPORT ON: SOCIALLY RESPONSIBLE INVESTMENT - SIX MONTHLY REPORT
REPORT BY: DIRECTOR OF CORPORATE SERVICES

REPORT NO: 220-2012

1 PURPOSE OF REPORT
This report reviews the progress by the Fund Managers regarding the positive
engagement Policy on Environmental, Social and Corporate Governance approved by
the Sub-Committee on 17 November 2008.

2 RECOMMENDATIONS
The Sub-Committee is asked to note the information contained within this report with
regard to the activities of the Fund Managers during the six month period ended 31
March 2012.

3 BACKGROUND
On 17 November 2008 the Sub-Committee approved a revised Policy on
Environmental, Social Governance. This policy recognises the over-riding fiduciary
duties but encourages the managers to engage with companies. They are requested to
summarise this engagement activity quarterly. The key areas continue to be Employee
Care, Human Rights, Sustainability and the Environment.

4 ALLIANCE BERNSTEIN
Alliance Bernstein's latest activity is shown at Appendix 1.

5 BAILLIE GIFFORD

A summary of recent engagement activity is shown at Appendix 2. This shows the wide
range of topics covered and the diversity of companies approached.

6 FIDELITY

Appendix 3, shows various examples of issues Fidelity have considered in the last
quarter.

7 OVERALL CONCLUSION

The managers have continued to develop their strategy in this area and link more
closely with the long-term effect on share value.

The fund is still committed to following the United Nations Principles of Responsible
Investment.
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8 POLICY IMPLICATIONS
This Report has been screened for any policy implications in respect of Sustainability,
Strategic Environmental Assessment, Anti-Poverty, Equality Impact Assessment and
Risk Management.
The Fund's policy on Socially Responsible Investment requires its investment managers
to engage with companies on Sustainability and the Environment and Employee Care
and Human Rights.

9 CONSULTATION

The Chief Executive and the Head of Democratic and Legal Services have been
consulted in the preparation of this report.

10 BACKGROUND PAPERS

None

MARJORY M STEWART
DIRECTOR OF CORPORATE SERVICES 24 MAY 2012
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APPENDIX3 -

 ENVIRONMENTAL, SOCIAL & GOVERNANCE REPORT (ESG)

Heolih & Sofety

‘Asofe ond heolthy workploce contributes 10 o ‘compony’s operationo! efficiency. Componies with poor heotth ond solety paticies & . :
R, -'_re"c'o'rd_s' moy foce prosecution, fines ond patentiol withdrowo! of their licence 1o operote in certoin morkets, As port of our ongaing”, Y

assessment of heolth ond sofety proctices, our ol ond gos :onolysts continue 1o exomine proctices ocross the secior, inclusive of i
- Impllications ot Toto! SA‘in respect of the Elgin Fronklin incident on 27th Morch. As of the time of this publicotion the exoct couse of the -
.. incident are unknown olthough the company hos communicoted thot there is na evidence of humon errar ond thot o workers hove
‘been removed with the Elgin instoliation. s : : '

- Brond Equity & Reputotiono! Risks

"= Negotive perceptions of o Compony's product supply choin con offect soles ond brond equity; retoilers ore porticularly exposed 1o such ;|
- risks, First, componies thot foil 10 screen supplers odequotely may unknowingly encouroge dongerous ond/or repressive working RS
"l conditions Second, if retollers Jock oppropriote controls over t'heir supply.choin {for exomple, ‘due 1o lock of Company presence inthe
" soyrcing countries), they moy be exposed to product sofety risks, which ‘could teod to produd recolls, fines or lowsuits. Finally, os. = 00000
- consumers become more sensitive to the overoll sustoinability ond ethics of supply chains, componies thot do not toke account of these

issues moy foce reputationol risks.
Bupply Choin .

During the quorter Appte fnc. dnnounced_:fhe lounch of an in-depth supplier oudit in.colloborotion with the US bosed Foir Labour _
- ‘Association concerning of| ospects of working ond living conditions ot #s suppliers. Following this onnouncement, Apple's supplier - s
-Foxconn Technology Group (*Foxconn®), onnounced o retrospective woge increose for ifs Chinese workers effective 1st Februory. This'is .-

“-/the third woge increose of Foxconn since 2010. FIL onolysts continue to ossess the impoct of increosed supply choin costs within thelr
- respeciive seclors. - : : o _ ] :

-~ ;Human rights ~ sondions

~FIL anolysts continue to manitor soversign considerotions in Burmo. From 1962 to Morch 2011 Burmo wos ruled by o mifitory junto. The-
- first generol election in 20 yeors wos. held in 2010, This election wos hotled by the junto as on impertant sfep in the tronstion from - o
*.mittory rule to o civilion democrocy, olthough opposition groups olleged widespreod froud ond condemned the elections. Mony westérn
.:countries mointoin sonctions on Burmo. In December 2011, the US Secretary of Stote officiolly visted Burmo where she met with both the
. " President ond opposition leaders. During this visit Mrs Clinton soid thot the US would be willing 10 consider eosing sonctions if futther -
*.progress wos mode towords politico! reform. FiL onalysts cavering componies operoting in this regian continue 1o monitor this situotion.
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