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REPORT TO: SUPERANNUATION INVESTMENT SUB-COMMITTEE OF THE POLICY 

AND RESOURCES COMMITTEE - 23 MAY 2011 

 

REPORT ON: SOCIALLY RESPONSIBLE INVESTMENT - SIX MONTHLY REPORT  

 

REPORT BY: DIRECTOR OF FINANCE 

 
REPORT NO: 269-2011 

 
 
 
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 2011. 

 
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 

 
 Appendix 2 shows a summary of recent engagement activity.  Highlighting the wide 

range of topics covered and the diversity of companies approached. 
 

6 FIDELITY 

 
 Various examples of issues considered in the last quarter are shown at Appendix 3,  
 
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 Depute Chief Executive (Support Services) have been 
consulted in the preparation of this report. 

 
10 BACKGROUND PAPERS 

 

 None 
 
 

 

 

 

 

MARJORY STEWART 

DIRECTOR OF FINANCE     12 MAY 2011 
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1AllianceBernstein.com

A More Systematic Way of Identifying Potentially Material ESG Issues 

KLD

RiskMetrics/
Innovest

GMI

Environment

Social

Governance

Controversial
business areas

External Research Panel  from Analyst Knowledge 
Management System

Alert No Alert

ESG

We have added a new function to 
our equity analysts’ knowledge 
management systems, which 
automatically alerts analysts to 
potential ESG issues 

Flagged ESG issues are addressed 
as an integral part of our research 
and stock selection process



2AllianceBernstein.com

ESG Examples: Some May be Material to Investment Performance

Environmental practices

Sustainability

Climate change/carbon 
emissions

Use of water/land/energy

Food safety

Human rights

Labour standards

Corruption

Involves social stakeholders

Consumers

Suppliers

Community

Investors

Employees

Society

Shareholder rights (Board, audit, 
voting rights)

Executive compensation

Corporate accountability and 
transparency

Board accountability

Financial disclosure and internal 
controls

Social issues (e.g. workplace 
diversity)

Environmental issues (e.g. reports on 
climate change)

Political issues (e.g. political 
contributions, Sudan)

Environmental Social Governance

E S G



3AllianceBernstein.com

BP Oil Spill: Has the Market Overreacted to the Gulf of Mexico Disaster?

BP Share Price Since Oil Spill

BP Projected Spill Costs: Simplified Scenario Analysis

Investors wiped $97 billion off BP’s market 
capitalization in reaction to the oil spill

We expect BP to suffer losses of about US$40 
billion related to the spill. Many factors are still 
unknown and we are considering a range of 
potential outcomes

When accounting for potential costs, BP shares 
trade at a substantial discount to the company’s 
net asset value. BP’s current market value is lower 
than the worst-case scenario, in which the 
company’s US assets are completely written off 

Through June 30, 2010
*Net asset value is a discounted cash flow model, based on proven resources calculated on a field-by-field basis. Assumes oil prices at US$90 per barrel. 
Source: Deepwater Horizon Response Unified Command; FactSet, National Oceanic and Atmospheric Association; Oil Pollution Act of 1990; States of Alabama, Florida, Louisiana and Mississippi; 
Wood Mackenzie; company reports; and Bernstein; see Disclosures and Important Information.

Valuation Analysis* (USD Bil.)

150
190

100 93

2
3
4
5
6
7

Apr 20, 2010 May 26, 2010 Jun 30, 2010

US$190 Bil.

US$93 Bil.

Market Cap. Loss
US$97 Bil.

USD Bil.
Fine
Cleanup 12

Compensation

Total

8

20

40

Base Case Spill Costs: Range of Outcomes

US$40 Bil. Base Case

US$20 Bil.

US$90 Bil.

Market
Capitalization

Net Asset
Value

NAV Minus
Spill Cost

NAV Non-US
Assets

Po
un

ds

E S G



4AllianceBernstein.com

ESG Examples: Some May be Material to Investment Performance

Environmental practices

Sustainability

Climate change/carbon 
emissions

Use of water/land/energy

Food safety

Human rights

Labour standards

Corruption

Involves social stakeholders

Consumers

Suppliers

Community

Investors

Employees

Society

Shareholder rights (Board, audit, 
voting rights)

Executive compensation

Corporate accountability and 
transparency

Board accountability

Financial disclosure and internal 
controls

Social issues (e.g. workplace 
diversity)

Environmental issues (e.g. reports 
on climate change)

Political issues (e.g. political 
contributions, Sudan)

Environmental Social Governance



5AllianceBernstein.com

Case Study: BHP Billiton’s 2009 Fatality Rate

Situation

BHP Billiton operations suffered 6 fatalities in 2009 financial year

5 in Iron Ore operations, 1 in Coal

4 were contractors

BHP Billiton responded quickly

Informed market

Reduced site access

Limited excess working hours

Enhanced traffic management standards

E S G



6AllianceBernstein.com

Industrial Fatality Rates

Our View on Incidents Led to Multiple Actions

Our View

Safety is one of the most important responsibilities 
of companies

Safety statistics are a powerful indicator of 
operational control

BHP Billiton’s record is a concern, but it is not an 
outlier

Actions

Multiple discussions with management

Reduced 2009 iron ore production estimate by 
5mt (USD250m EBIT effect)

As of December 31, 2007
Source: US Bureau of Labor Statistics and Bernstein Analysis

0 10 20 30

Coal Mining

Natural Resources
and Minerals

Mining

Oil and Gas Extraction

Construction and
Extraction Occupations

BHP Billiton 
(2009 Financial Year)

Total (United States)

O
cc

up
at

io
n

Fatalities per 100,000 FTE

E S G



7AllianceBernstein.com

ESG Examples: Some May be Material to Investment Performance

Environmental practices

Sustainability

Climate change/carbon 
emissions

Use of Water/Land/Energy

Food safety

Human Rights

Labour Standards

Corruption

Involves Social Stakeholders

Consumers

Suppliers

Community

Investors

Employees

Society

Environmental Social Governance

Shareholder rights (Board, audit, 
voting rights)

Executive compensation

Corporate accountability and 
transparency

Board accountability

Financial disclosure and internal 
controls

Social issues (e.g. workplace 
diversity)

Environmental issues (e.g. reports 
on climate change)

Political issues (e.g. political 
contributions, Sudan)



8AllianceBernstein.com

Well-Established Proxy Voting Policy and Structures Enable 
Us to Address Governance Controversies

Public statement of proxy voting  procedures and policies on key issues

Update annually to reflect new issues and changed circumstances

More detailed set of  guidelines and policies on how to vote on common issues
(for, against or case-by-case)

Updated annually to reflect new issues and changed circumstances

Provide formal oversight, update proxy policies and procedures and make final 
decisions for particularly difficult votes

Heads of Value and Growth are proxy committee members

Clear procedures to avoid conflicts of interest

Summary Statement 
of Policies and 
Procedures

Proxy Voting 
Manual

Proxy Voting 
Committees

Conflicts of Interest

E S G
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