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From the CEO/CIO
bcIMC’s primary mandate is to invest for the long-term wealth of our clients. To
achieve this we need to know that the companies we invest in will continue to be
successful on a long-term basis in a changing environment.
Many of the companies that we invest in, whether it is a direct investment in
infrastructure or through publicly traded securities, are vulnerable to the risks of
climate change and the effects that climate change has on water. The demand for
water is felt across every continent; water scarcity affects more than 40 per cent of
the global population and is projected to rise¹.
rise.¹
From an ESG perspective we want to ensure that standards are met and that
sustainability is carefully considered in industries that rely on water for their long-term
success. Board stewardship is a critical aspect of what we do. As active owners, bcIMC
seeks to have strong governance over our direct investments. As owners we look to
place our subject matter experts on boards and these people are sometimes industry
specialists in addition to being finance professionals.
As a large institutional investor, we bring a global perspective and best practices to
companies that we invest in. When we invested in Corix Infrastructure in 2006, we
saw an opportunity to partner our long term client capital with a leading communitybased multi-utility. Our investment has enabled Corix to acquire and improve the
Gordon J. Fyfe
Chief Executive Officer /
Chief Investment Officer

management and operation of numerous small and mid-size water, waste-water,
and energy utilities across North America — including the recent capital intensive
conversion from coal to state-of-the-art natural gas boilers for district energy use in
the city of Cleveland.
Many of the investments in our public equities portfolio are in the oil and gas industry,
relying heavily on water, especially those companies engaged in hydraulic fracturing,
or “fracking.” In 2012, we helped to launch the PRI Collaborative Engagement on
Fracking. bcIMC became involved in this initiative at an early stage. We used our
insights and experience to help shape the discussions and develop a strategy for
effective disclosure of fracking practices as it relates to water use and water quality.
bcIMC strives to generate the returns our clients require to build a financially secure
future. To that end, bcIMC is a responsible investor and an active and engaged
participant within global markets. We know that meaningful, large-scale change takes
time. Raising awareness that leads to change will ultimately contribute to long-term
financial value for our clients. Some of the more specific actions that we are taking to
raise awareness and manage ESG risks can be found on the following pages.

1 UN Sustainable Development Goals, 2015
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Public Equities
As an active owner, bcIMC believes that the effectiveness of share
ownership lies not in divesting from companies that are exposed to
ESG risk but in being an active owner and raising awareness of how
effectively managing those risks can contribute to a company’s longterm financial value.

CDP Water
The United Nations has predicted a
40 per cent global shortfall of water
supply by 2030; groundwater is being
depleted to the extent that regional
water needs are being threatened;
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As of March 31, 2016 bcIMC holds $57.9 billion in public equities in
Canada and around the world and our portfolio includes sectors that
rely heavily on water, including the oil and gas sector. Given the strategic
importance of water, especially as it relates to oil and gas and fracking,
it was important to us to engage with these companies in a collaborative
way. Along with our fellow PRI signatories, bcIMC encourages companies
to monitor and report on water use, availability, and quality. We expect
companies to be transparent about what issues they face, the processes
they have in place, what standards are tied to operations, and their plans
to successfully manage the reality of water scarcity.

The program collects comprehensive,
self-reported data on environmental
performance as it pertains to water.
bcIMC is an investor member of
CDP and this allows us full access
to CDP analytics, which we use for
benchmarking companies in order
to fully understand their exposure
to the risks that water can pose to a
company’s long-term performance.
Since bcIMC joined the water program
in 2009, the number of investor
signatories has gone up 318 per cent.
More importantly, response rates
were up 48 per cent from 2015
to 2016; of the 1,252 companies
approached in 2016, 607 responded
(in 2015, 405 out of 1,073 responded).
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The PRI-Collaborative Engagement on Fracking

Fracking: Key Findings1

In 2012, bcIMC helped to launch the PRI Coordinated

In 2013 the PRI reviewed 56 North American oil and gas

Engagement on Fracking. As a member of the steering

exploration and production companies over the course

committee we helped develop the initial framework and

of two years and across four key areas: governance and risk

strategy with the aim of improving company disclosure and

management practices; greenhouse gas emissions; water

practices as they relate to fracking.

quality and use; and community relations.

bcIMC invests in many oil and gas companies and we

Overall the results of this benchmarking study showed that
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there was very limited fracking-related disclosure taking
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place. The average score — measured across four focus

associated with fracking operations. Through this
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collaborative initiative we aimed to better understand how
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oil and gas companies are currently managing these risks.

and other companies to improve their disclosure and

Our early involvement with this initiative allowed us to shape

reporting practices.

the strategic conversations taking place, share our insights
with the other members of the steering committee, and
support the initiative’s research into the practices of fracking.

Figure 1. Fracking is a technique used for drilling oil and natural gas. It involves directing a high-pressure mixture of water,
chemicals, and sand or other material at underground shale formations to recover large volumes of oil and gas. Some of
the water that is used returns to the surface and this contaminated ‘flow’ water is one the major environmental challenges
faced by companies engaged in fracking.
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1 The PRI-Coordinated Engagement on Fracking, Conducted by AccountAbility

Fissures
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Armed with the results of the 2013 benchmarking study, a group of 41
PRI signatories engaged with 37 companies. From 2014 to 2016, bcIMC
led engagement with three Canadian companies, using this research as
a basis for ongoing dialogue.
Then, in 2016, the benchmark study was repeated again and the
results showed that 87 per cent of the companies that the PRI
signatories engaged with had improved their disclosure of frackingrelated policies, practices and management systems during the
period of engagement.
Based on its research and findings, PRI made a series of recommendations
for investors:


Advocate for fracking-specific disclosure.



Promote greater depth of fracking disclosure for the specific
focus areas.



Establish and promote a global benchmark for leading 		
fracking disclosure practices.



Promote and leverage public/private partnerships to enhance
disclosure.



Promote creation of global violation records database.



Promote disclosure regulations among governments and
securities exchanges in emerging fracking regions.

To build on the outcomes of the PRI Collaborative Engagement on
Fracking, bcIMC has joined the PRI Collaborative Engagement on
Methane. Methane is 84 times more potent than carbon dioxide.¹ If
methane leakages occur during production, transportation or use, it can
significantly contribute to greenhouse gas emissions, and could offset
the benefits of switching from coal to natural gas.
As such, the objectives of this engagement are to increase investor
understanding of the exposure to methane risk in global portfolios; to
understand best practices as it relates to methane risk management;
and to encourage companies to manage these risks, reduce methane
emissions, and increase disclosure.

1 The Environmental Defense Fund (EDF) Methane: The other important greenhouse gas

At the heart of the PRI is the idea that
investors have a duty to act in the best
long-term interests of their clients and
beneficiaries. This directly aligns with
and supports bcIMC’s own mandate
and our fiduciary duty to our clients to
grow their long-term wealth.
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bcIMC expects companies and
external managers to:
1.

Comply with the laws of Canada,
and/or the laws of the jurisdiction
within which they operate.

2.

Aspire to align their practices and
adhere to international standards.

3.

asset class represents $7.1 billion or 5.9 per cent¹ of our overall portfolio.
Eighty per cent of our program is invested through direct equity stakes in
infrastructure companies. The remaining 20 per cent is invested through
funds in strategic partnerships with fund managers.
As a long-term investor, bcIMC brings more than capital to the companies
we own — once invested we are active owners. Our investment outlook,
combined with our philosophy of active ownership, allows for the

governance and be transparent

alignment of interests with the companies in which we invest.

opportunities.

5.

Infrastructure is an important part of bcIMC’s investment strategy. The

Apply best practices to corporate
about their practices, risks, and

4.

Infrastructure

Water makes up the second largest sector in our infrastructure investments
portfolio. bcIMC is a significant owner of regulated water and wastewater

Meet all environmental regulations

utilities, including Vancouver-based Corix Infrastructure and Thames Water

and seek to reduce their operational

in the U.K. Power Generation is also a part of our infrastructure portfolio

impact on the environment.

and companies such as ISAGEN in Colombia and Puget Energy in the USA

Be responsible in their operations,
adopt good standards of
occupational health & safety, and
effectively manage stakeholder
relationships.

operate dams for the purpose of generating power. We sit on the board
of directors for each of these companies. Our involvement, as owners and
board members, helps to ensure that our insights, approach to responsible
investing, and our expectations are applied.
As a large institutional investor, bcIMC has access to capital that enables
companies to acquire, expand, improve, and maintain operations, thus
adding value to our investment. For example, when bcIMC initially
invested in Corix Infrastructure in 2006, the company was mainly a
provider of products and services to the water industry, primarily selling
pipes and valves, as well as undertaking meter reading contracts and the
like for various community utilities.
Ten years later, Corix is a leader in the implementation of sustainable
water, wastewater, and energy utility infrastructure solutions for small and
medium-sized communities across North America. The company services
communities in 27 states and seven provinces across the continent.

1 As of March 31, 2016
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Case Study – Corix Infrastructure
bcIMC brought our global perspective, insights, and
capital to the acquisition of Corix Infrastructure. With the
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an ease of operation and maintenance. Switching to natural
gas will reduce the plant’s carbon emission by 49,200 tons a
year — an 84 per cent reduction.

objective of achieving the highest standards of operational

With Cleveland Thermal, not only was there an opportunity

excellence and being a strong partner to the communities

for Corix to expand its North American operations in the

that Corix operates in, the business embarked on growing

district energy sector, there was also an opportunity to

its regulated utility footprint across Canada and the US,

help the company grow by taking its older technology and

providing stable long-term cash flows to bcIMC’s clients.

updating it to meet new regulatory standards under the

In 2015, Corix acquired Cleveland Thermal, which is
responsible for operating Cleveland’s District Energy
System. When bcIMC acquired the company, Cleveland
Thermal produced steam and hot or chilled water through
a coal-fired boiler. With bcIMC’s infusion of capital, the

Clean Air Act. Part of the ongoing governance and oversight
that bcIMC, through Corix, brings to Cleveland Thermal is a
longer-term focus on efficient technologies, best practices
in occupational health and safety, and other issues related
to ESG matters.

company converted to a gas-fired boiler at a central facility.

bcIMC’s underwriting of such investment represents our

The steam or water is piped to individual buildings through

contribution, from a responsible investing perspective,

underground piping networks, thereby eliminating the

by providing a critical infrastructure operator with much

need for individual boilers, furnaces or air conditioners

needed growth capital, while also making the business

at each location. This, in turn, provides improved energy

more efficient and profitable, which in turn translates into

efficiency, a lower carbon footprint, a decrease in costs, and

strong returns for bcIMC’s clients.

Cooling Supply and Return
Heating Supply and Return

Figure 2. Individual buildings served by a district energy system do not need their own boilers or furnaces, chillers or air
conditioners. The district energy system does that work for them.

Strength in Numbers
bcIMC believes that engaging is more effective than divesting in seeking to initiate change. As an active owner,
we can raise awareness on ESG matters to create long-term value; if we divest, we lose that opportunity. We
strengthen our voice by joining forces with collaborative organizations. Those specifically related to water include:

CDP is an independent organization that works globally with investors,
public companies, and governments to gather information aimed at
reducing greenhouse gas emissions, and also on responsible water usage.
In 2016 the CDP Water project surveyed more than 1,200 companies — an
increase on the 1,073 companies approached the year prior. In total, 607
companies, or 48 per cent of those questioned, responded to the request
for data. One of 573 investor signatories today, bcIMC has been part of
the CDP Water project since its inception in 2009.

PRI provides a framework for the integration of environmental, social,
and governance factors into the processes and activities of institutional
investors. We joined PRI in 2006 as a founding signatory. bcIMC was proud
to be a part of PRI’s Collaborative Engagement on Fracking, pushing for
improved disclosure of associated risks and adoption of best practices by
fracking operations globally. After serving on the steering committee, we
led Canadian engagement while supporting international efforts.

Our Commitment to
Responsible Investing
With our global portfolio of more
than $121.9 billion in assets, as of
March 31, 2016, bcIMC is among the
world’s most influential responsible
investors.
We are a founding signatory to the
United Nations-supported Principles
for Responsible Investment (PRI), an
international initiative to develop and
promote best practice in responsible
investing by institutional investors.
Our website provides regular reports
and updates on our responsible
investing activities.

SASB’s mission is to develop and disseminate sustainability accounting
standards regarding the disclosure of material sustainability information
by public corporations. bcIMC’s Bryan Thomson, SVP Public Equities,
is participating in the Investment Advisory Group of the Sustainability
Accounting Standards Board (SASB). The Investor Advisory Group will
focus on achieving consistent, comparable, and reliable disclosure of
environmental, social and governance (ESG) information for investors’
needs, thereby enabling investors to develop a more comprehensive view
of company performance. bcIMC joins 24 global asset owners.
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