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Welcome

We are delighted to be partnering with Foundation Scotland to create an
iInvestment strategy that maximises returns and impact.

About the strategy

The Foundation Scotland EQ Impact Portfolio
invests in global equities, focused on companies
whose products and services are having a
positive impact on society and environment, and
practice the highest environmental, social, and
governance corporate standards.

Your donor impact

Your donation to Foundation Scotland’s
endowment is invested to make a difference, right
up to the moment when it becomes a grant.

We have created a web portal to allow you to see

the impact of your invested donation which you
can access online at:
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About EQ Investors

EQ is a purpose-driven investment management
firm based in London. We manage portfolios for

charities, high net worth individuals, family offices
and other institutions who care about their social
and environmental impact.

Business as a force for good

EQ has been a founding UK B Corporation

since 2015. All B Corps undertake an in-

depth assessment of their impact on all their
stakeholders — including their clients, employees,
local community and their firm’s impact on the
environment.

To learn more about the B Impact Assessment
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Our approach

What makes the Foundation Scotland EQ Impact Portfolio unique is that we

actively look to invest in solutions to social and environmental problems,
with a dual focus on maximising both impact and financial returns.

Invest in solutions

The portfolio aims to invest in well-

run companies whose core products
and services help to address challenges like
the climate crisis, healthcare, and access to
education or safe water.

Our approach goes significantly beyond ‘ESG’
investing which picks companies based on how
well they are managing their Environmental,
Social and Governance risks.

Ethical ESG
screening investing

Traditional
investing

Seeking investment return

Engage for change

We work collaboratively with our fund

managers to share best practice
across the industry. We are continually pushing
for change to improve our investment impact.

Measure the difference
We specialise in proprietary, market-

leading impact measurement and
reporting. Being transparent helps us improve.

cQ

Positive Impact
investing

Philanthropy

Avoiding harm

Contributing to solutions

Adapted from: The Bridges Spectrum of Capital, Bridges Fund Management, 2013.
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Principles for
Responsibles

The United Nations-supported PRI initiative
is an international network of investors

working together to put the six Principles for
Responsible Investment into practice.

Assessment Report 2020

Each year, signatories must submit a
transparency report on their investment
processes.

Listed &=
equity

Strategy &
governance

This year we were graded in two categories
by the PRI. We scored an ‘A’ in both — an

independent recognition of our approach to

sustainable investing and our ESG-integrated
nvestment process.


https://eqinvestors.co.uk/advisers/blog/straight-as-for-eq-investors-in-2020-un-pri-assessment/

What you are invested In

Our investment process is guided by the United Nations’ Sustainable
Development Goals. The Goals are a global framework for action to solve
the most urgent and challenging needs of society and the environment.

We aim to invest in firms which solve social and opportunities that either benefit people, planet or
environmental problems. Not all the goals are both:
equally investable, but we nevertheless focus on
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What this fund avoids

This fund’s solutions-focused approach
avoids certain sectors, including:

Air freight

Alcohol

Armaments

Fossil fuel service industries
Gambling

Military contracting

Mining

Ocean freight

Oil majors

Palm oil

Poor environmental practices
Poor labour standards
Thermal coal

Tobacco

Unhealthy food and beverages




Portfolio X-ray

Here you can see how the Foundation Scotland EQ Impact Portfolio

contributes to the Goals.

We map our underlying investments by looking
at the core business (products and services) that
each company provides. While not every portfolio
holding maps to a Goal, far more do compared

v’ Waste &recycling
v Pollution control

v' Healthcare
v' Medical research

GOODHEALTH 19 twosmi
AND WELL-BEING CONSUNPTION

v QO

INDUSTRY, INNOVATION
ANDINFRASTRUCTURE s

v

v’ Water treatment
v' Water utilities

v" Telecommunications
v" Power networks
v’ Efficiency enablers
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ANDPRODUCTION

to market indices (see opposite). Goal 3: Health
and Well-being and Goal 9: Industry, Innovation
and Infrastructure are key themes within the
portfolio.

v’ Building societies
v’ Financial services in emerging markets

DECENT WORK AND
ECONOMIC GROWTH

o

v" Universities

P
“l v" Education tech
. |

These lists are not exhaustive.

ACT
MANAGEMENT
PROJECT

-
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How we compare to indices

all types of investment as either
Causes harm, Avoids harm/Benefits
stakeholders, or Contributes to solutions.

This last category consists of holdings
that we map to the Goals (see opposite):

32%
14% 16%

Impact MSCI AC FTSE 100
Portfolio World Index Index

m Contributes to solutions

m Avoids harm/Benefits stakeholders

Causes harm



https://impactmanagementproject.com/investor-impact-matrix/
https://impactmanagementproject.com/investor-impact-matrix/

Carbon footprint

Limiting the worst effects of climate change requires the rapid Climate scenario analysis

decarbonisation of our economies. This year we've partnered with This chart shows three different scenarios

for global carbon emissions, corresponding

. . ) to a 1.5°C, 2.0°C and 2.7°C rise in global

Scotland EQ Impact Portfolio aligns with a low-carbon future. temperatures by 2060." Climate scientists
and global leaders have agreed that limiting
temperature rise to 1.5°C is the most desirable,
yet realistic scenario.

120 The pink dot on the chart shows where the
Foundation Scotland EQ Impact Portfolio sits
100 relative to these scenarios.? We are currently well
;I; below the emissions reduction pathway required
bre to limit warming to 1.5°C. We intend to further
S 80 reduce the emissions intensity of the portfolio
@ over time, ensuring that it stays aligned to a low-
E 60 | carbon future.
I,
©
8 40 The Foundation Scotland
O EQ Impact Portfolio is
currently well-aligned to a
20 1.5°C warming scenario

0
2015 2020 2025 2030 2035 2040 2045 2050

1 Climate scenarios are based on data from the International Energy Agency (2.7°C, 2°C) and the Intergovernmental
Panel on Climate Change (1.5°C). Source: Urgentem, 2020.
2  This methodology currently allows for an analysis of our equity holdings only.
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https://www.urgentem.net/

We look at carbon emissions 5000
across the entire value chain of our

investments.
1,500 1
Over the coming years we anticipate more > : g
economic and policy measures aimed at 2 = o S
mitigating climate change. Carbon emissions, due jg 1000 Zero fossil fuel reserves
to their link to climate change, are the best proxy 5 '
we have to understand how much a company or (‘% Our investment process naturally leads to
investment is potentially exposed to the ‘transition O = the exclusion of fossil fuel extractors. These
risks’ arising from these policies. Meanwhile these 500 companies are major contributors to the climate
same policies will present tailwinds for companies - crisis. Fossil fuel reserves may even become
helping to decarbonise our economies. B ‘stranded assets’ as their development becomes
0 — Sa R | uneconomical and demand reduces. We have no
This chart shows the Scope 1, 2 and 3 Impact MSCIAC FTSE100 exposure to oil majors, and none of our holdings
emissions, as defined by the Greenhouse Gas Portfolio World Pl have disclosed fossil fuel reserves.?
Protocol, of the Foundation Scotland EQ Impact m Scope1&2 mScope3 s B
Portfolio compared to global indices:' o 10,000 v
$ 8,000 ki
Scope 1 Scope 2 Scope 3 S . ’
. -r . -r . - ¢ 6,000 ;
Direct emissions: Indirect emissions: Indirect emissions: = :
Company facilities Purchased electricity Employee air travel g e g— T [ }
Company owned vehicles Material inputs -g 2,000 ’.— — |

Product usage o)

Impact MSCI AC FTSE100
Portfolio World

Coal mQOil = Gas

Waste and disposal

R

1 Emission intensity: tonnes of CO, equivalent per £1 million market capitalisation. Source: Urgentem, 2020.
2 Disclosed reserves: embedded tonnes of CO, equivalent per £1 million market capitalisation. Source: Urgentem, 2020.
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https://ghgprotocol.org/
https://ghgprotocol.org/

Your impact

£100,000 donation invested in the Foundation Scotland EQ Impact Portfolio portfolio over 12 months!’

Environmental impact Social impact
Avoided Recycled Treated Made
42 tonnes 2.8 tonne 124

of CO, emissions
equivalent to

of waste

8 / medical
'y 3778 interventions

equivalent to H 4/ ‘A covering
taking9 3 households patlents / diagnostics,
WESE screens and
cars off the production treatments

road

A

Generated

21mwh

of renewable
energy

equivalent to
61homes

Provided
19m

litres of
clean water

equivalent to
1404 households
consumption

1
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Installed

4 S5¢w

of renewable
energy capacity,

equivalent to

litres of

wastewater
equivalent to
212 households £
water waste 3

Delivered

37 hours

of school,

F
\ 4 people
higher and with

adult preventative

education healthcare

Gave 2
peoplein
developing
markets
access to
banking £
accounts,
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https://eqinvestors.co.uk/library/positive-impact-methodology-2020/

Engaging for change

We invest in companies that already make a positive impact. But we also
make a positive impact by engaging for change.

Investors can influence companies by engaging
directly with management teams and by using
their voting rights to raise expectations and
advocate for strategic positive change.

It's vital that we hold our fund managers to
account, so they in turn hold their investee
companies to account — in a wider mission to

Theme O1:

13 v
CLIMATE Milestone5D:
@ ACTl 0 N Engagement

discontinued

Milestone5C:
Completed

engagement Number of

improve sustainable impacts and long-term
returns over time.

This year we have focused our engagement
around four Goal-related themes, and used
milestones to track our progress. We explore two
of these themes in more detail on the following
pages.

Theme 02: GOODHEAITH

AND WELL-BEING

Milestone O: H EAI—TH &
el |\ oy

Milestone:
Acknowledgement
of questions

engagements

Milestone 4:
Improvements
achieved

RESPONSIBLE .
12 CONSUMPTION Theme 03'
ANDPRODUCTION
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fele)) SUSTAINABLE mprovermert
SUPPLY CHAINS planinplace

Milestone2:
Establishingbaseline,
Discussingareas for

improvement

Theme 04: 10 mﬂmms
DIVERSITY & @
INCLUSION

EQ’s approach to engagement

We seek to push the boundaries of

sustainable investment by lifting the
ambition of the fund managers we work with,
maximising both positive impact and financial
returns. We engage to spread best practice
methods on an ongoing basis.

We advocate for greater transparency
across the industry, with a vision to
standardise reporting on ‘impact returns’ as

much as financial returns.

While our investment strategy maximises
alignment to companies providing
sustainable solutions to the Global Goals,
no company is perfect. We seek to exert our
influence to create positive change in Goal-
related themes which are material, but less
investable.

09



Climate action Climate
100+

are currently integrating climate risk into their investment Blobal Investors Dty SUER SR
@ and stewardship activities, as well as their internal business
operations.

[ ]
13 e We have used this year to understand how fund managers ACtl

ACTION

Milestone 4: £RMMEE_ aerasst 2200 scan s

Milestone 1: LD o
Improved fund’s impact management 1 Bieliyamkn oW

process. For example: firm-level CeHE . Our London offices are powered by
roll-out of portfolio climate analysis, awaiting discussions. : 100% renewable electricity.

amended investment process to limit "
fossil fuel financing, first impact report

on strategic climate engagement. @@

Indication of interest to engage;

ENGAGEMENT CASE STUDY:

57 | Advocating for renewable energy
fund managers
engaged We have joined ShareAction’s Investor
Decarbonisation Initiative, which engages with
global businesses and advocates for setting
- ambitious targets for reducing emissions.
Milestone 3: .
Committed to improve an identified Milestone 2: ~Bl yea.r W.e havg Cossidned Igtterg s
weakness in fund’s impact management Discussed current investment and ~ companies including G|3X03mlthK|lﬂe,
process. For example: committing to new stewardship policies, repgrting, . ‘ = Vodaforle oS Vs
carbon reduction targets, joining climate cgrbon targets, and p'art|C|pat|or1_|n st 100% renewable energy-targets:
engagement coalitions or improving climate change initiatives. Identified . : : ‘
areas for improvement. s — Click here for more case studies on our climate ~>

engagement strategy. i e
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https://eqinvestors.co.uk/library/climate-action-engagement-2020/

Diversity and inclusion

1 &E&lﬁ;ﬁﬂm The UK’s Women in Finance Charter commits all members to

O set targets on workforce gender diversity, report on these and

address uncovered barriers to improvements. EQ has joined
the charter and asked our fund managers to join too.

At the end of this year’s engagement, 68% of Our next target has been to encourage baselining -
funds included in the portfolios were managed and target setting to encourage other forms of '
by signatories of the Women in Finance Charter diversity, including sexual orientation, disability

— our ongoing engagement will aim to fill this and ethnic background, and setting related

gap where commitment does not match our incentives.

expectations. .

ENGAGEMENT CASE STUDY:
Milestone 3: Milestone 1: Diversifying company boards
Improvement in line with suggestions. Indication of interest to engage; Besid — < 1
For example, new data gathered on awaiting discussions. Sl L 'S (eSS

workforce diversity gaps, another focus was to
understand how voting rights can be used as
‘activist’ tools to encourage gender diversity on
boards in invested businesses.

workforce diversity beyond gender split,
new incentives set around recruitment of
Black, Asian and minority ethnic (BAME)

individuals.
We want to encourage asset managers to vote
27 in line with the Hampton review (at least 33%
f“”:nrg:;‘;fers women on boards) and Parker review (one
person of colour on boards). While UK-focused
Milestone 2: vd fund managers had related policies, we are

applying this same logic to push our global

Discussed current policies and L e
fund managers to apply similar targets.

initiatives, targets and reporting.
Identified areas for improvement.

<

™S,
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https://www.gov.uk/government/publications/women-in-finance-charter

@ clientservices@eqinvestors.co.uk

O 02074887200 € @eginvestors

EQ Investors
Centennium House
100 Lower Thames Street @ finance@foundationscotland.org.uk

London EC3R6DL O 01315240300 ) @FoundationScot

EQ Investors is a trading name of EQ Investors Limited ('EQ") which is authorised and regulated by the Financial Conduct
Authority. FCA number 539422. Company humber 07223330. Registered in England & Wales at 6th Floor, 60 Gracechurch
Street, London EC3V OHR. EQ/1120/396
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PENSIONS
ARE POWERFUL.

PROUD PARTNERS OF

EQ is part of a UK-wide campaign calling for
the trillions of pounds invested through our
pensions to build a better world.

Right now, there is over £3 trillion invested
through UK pensions alone. From tobacco to
fossil fuels, weaponry to gambling, pension
funds have invested ftrillions on our behalf
without ever asking us the crucial question —
do these investments create a world that we
want to live in?

This is a critical moment where the decisions
we all take will shape our lives for decades to
come. After all, what’s the point of saving for
retirement if we don’t have a world we want
to retire into?


mailto:clientservices%40eqinvestors.co.uk?subject=
https://makemymoneymatter.co.uk/
mailto:finance%40foundationscotland.org.uk?subject=
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