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This quarter, we want to highlight an engagement we had with an aerospace company, discussing 
ESG issues with two senior members of the organization. The primary goal of our engagement was 
to understand current environmental efforts and how the company has continued to be vigilant as it 
relates to governance issues.
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BACKGROUND

Safety

Sustainalytics scores this issuer low on product governance risk management compared to its 
peers due to missing important best practices measures such as external audit and safety/quality 
management system certifications. However, as a part of our independent internal research, we 
identified disclosures from the issuer about their safety management system implementation, 
certification requirements from suppliers, and commitments to training its employees. The company 
advised that the U.S. Federal Aviation Administration (FAA) formally accepted their safety management 
systems and completed an evaluation in 2021 which determined that their Commercial Airplanes meet 
the regulatory expectations. The issuer disclosed that they continue to work with the FAA to integrate 
these safety management systems into Defense, Space & Security, and other parts of the company.
    
In response to our concerns, the company emphasized the importance of safety in their culture 
and mentioned that safety is also a part of employee compensation goals. With respect to the ISO 
certifications, the issuer disclosed that their suppliers are required to be certified to ISO 9100 which is 
ISO 9001 supplemented by International Aerospace Quality Group (IAQG) sanctioned standards. 

Environment

Regarding Sustainable Aviation Fuel (SAF) and the issuer’s overall strategy to transition to net zero, 
investor relations outlined their decarbonization strategy’s different pathways to achieve net zero by 
2050. 

While we had hoped the issuer would be able to outline a clear pathway to 100% use of SAF, we learned 
through our engagement that due to regulatory and infrastructure constraints outside of their control, 
they do not have full control over this pathway. 
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Their engines are certified to use 50% SAF, which would translate to an emissions reduction of 20-40% 
assuming improvements to infrastructure that would allow them to fully utilize their current engine 
capabilities. 

In terms of aspects within their control, they provided the following ambitions: 

•	 Handling 100% usage: Currently testing a drop-in solution that can enable 100% usage for present 
engine and aircraft.

•	 Route optimization to reduce emissions: low single digit % reduction in emissions.
•	 Longer term sources of energy: exploring hydrogen and battery-powered aircrafts as the technology 

advances. 

Sustainability Linked Bonds (SLBs)

We asked if the issuer has plans to issue SLBs in the near future to fund any of the aforementioned 
environment efforts and were told by management that given the current state of the company’s balance 
sheet, the company currently has no plans to issue SLBs and plans to use free cashflow to pay down debt 
as it matures and tender outstanding debt in order to improve credit metrics.

OUTCOME

Our engagement with the company gave us comfort that these issues are being monitored and 
addressed. We will continue to engage with them if we feel that these ESG issues challenge the risk 
priced into the securities.



OUTCOME
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The information herein is presented by RP Investment Advisors LP (“RPIA”) and is for informational purposes only. It does 
not provide financial, legal, accounting, tax, investment, or other advice and should not be acted or relied upon in that regard 
without seeking the appropriate professional advice.  The information is drawn from sources believed to be reliable, but 
the accuracy or completeness of the information is not guaranteed, nor in providing it does RPIA assume any responsibility 
or liability whatsoever. The information provided may be subject to change and RPIA does not undertake any obligation to 
communicate revisions or updates to the information presented. Unless otherwise stated, the source for all information is 
RPIA. The information presented does not form the basis of any offer or solicitation for the purchase or sale of securities. 
Products and services of RPIA are only available in jurisdictions where they may be lawfully offered and to investors who 
qualify under applicable regulation.

“Forward-Looking” statements are based on assumptions made by RPIA regarding its opinion and investment strategies in 
certain market conditions and are subject to a number of mitigating factors. Economic and market conditions may change, 
which may materially impact actual future events and as a result RPIA’s views, the success of RPIA’s intended strategies as 
well as its actual course of conduct. RPIA is a signatory of the UN Principles for Responsible Investment and as part of our 
commitment, we consider Environmental, Social & Governance (“ESG”) factors as part of our firm-level activities, including 
our investment process. ESG factors are important considerations in our investment management process but is supplemental 
to our primary financial and credit research and analysis functions. 

ESG factors that may be considered as part of our investment process include matters relating to climate change, energy use, 
energy efficiency, emissions, waste, pollution, matters related to human rights, impact on local communities, labour practices, 
employee working conditions, health and safety of the employees and affiliates, employee relations and diversity, executive 
compensation, bribery and corruption, board independence, board composition and diversity, alignment of interest between 
the shareholders and the executives, shareholder rights, and companies’ policies relating to ESG.

ESG integration, including components relating to issuer engagement, is a firm-wide investment approach but the weight and 
importance of it in our investment management process can vary across the investment funds we manage. Always refer to the 
relevant fund offering documents for important information on the investment objectives, strategies and associated risks of a 
particular fund. The consideration and implementation of ESG factors are also subject to RPIA’s internal investment and risk 
management policies and may be revised as a result of investment suitability requirements, current portfolio positioning and 
external market and economic factors. 

The consideration of ESG factors in the investment process for RP Strategic Income Plus Fund and RP Alternative Global Bond 
Fund is weighted less than the core financial and credit analysis employed in the management of these funds. Please see the 
simplified prospectus for additional information.

Important Information

https://rpia.ca/docs/default-source/fund-documents/agb/simplified-prospectus-(enfr)/rp-alternative-global-bond-fund-simplified-prospectus-english.pdf?sfvrsn=8aa7c3fc_39

