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OUR INVESTMENT PHILOSOPHY AND PROCESS 

At Coho Partners, our commitment to 

sustainability began with the founding of the 

firm and our philosophy and process that 

focuses on durable and predictable business 

models.  

Our premise is simple: companies that have 

delivered strong and consistent shareholder 

returns over multiple market cycles have done 

so because they have built enduring and 

sustainable business models. They embody an 

organizational culture that is a true competitive 

advantage and not easily replicated. We believe 

these companies can produce strong returns 

consistently over time as they balance the 

interests of all stakeholders: shareholders, 

communities, employees, and the environment. 

We are staunch advocates of integrating 

material and financially relevant ESG metrics in 

business practices as a long-term strategy. Only 

when company managements and investors 

view sustainability as a material driver of long-

term business performance and risk will there 

be a real and lasting commitment.  

In this year's edition of our Impact Report, we 

reflect on the progress at our portfolio 

companies as we continue to expand 

engagement on material ESG risks and 

opportunities. We applaud the continued 

commitment to board diversity, as 100% of 

Progress Examples  

LOWE’S (LOW) 
LOW is the world’s second largest home 
improvement retailer with nearly 2,000 
stores across the U.S. and Canada. LOW 
has made great strides in its ESG journey, 
beginning with significant disclosure 
enhancements to its 2017 CSR report and 
progressing to alignment with TCFD, the 
publishing of LOW’s first diversity and 
inclusion report in 2021, and material 
progress toward emissions and lifetime 
customer savings targets. LOW has taken 
a proactive approach to managing 
reporting requirements among its 
supplier base and has invested in making 
the process more straightforward for 
smaller suppliers. 
 
KROGER (KR) 
KR is one of the world’s largest retailers 
and operates over 2,700 supermarkets 
across 35 states. Over the years, we have 
encouraged KR to formalize its ESG 
targets and embrace a leadership role in 
making nutritious food accessible to those 
in need. We were pleased to see KR 
commit to formal sustainability goals in 
2020. KR has also led with a “Food as 
Medicine” strategy which is formalized as 
a companywide commitment to 
improving key areas of population health 
such as diabetes, obesity, and food 
insecurity. 
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Coho ESG companies now have boards 

comprised of 20% or more women as of the 

first quarter 2022. We have also seen a 

positive trend of companies adding 

sustainability metrics to their compensation 

plans. Portfolio companies have also begun to 

expand beyond GHG emissions disclosure to 

set Scope 1, 2, and 3 emissions reduction 

targets and net-zero commitments. Coho’s 

Investment Team continues to enhance our 

proxy voting guidelines, and we highlight our 

analysis and shareholder votes for the 

2021/2022 season. Finally, we showcase how 

business model innovation at various 

companies helps improve health-care 

outcomes, from initiatives directly from 

health companies on matters such as value-

based care, health-care disparities, and 

affordability to improved access to healthy 

foods from retail companies. These examples 

provide insight into the cultural DNA of the 

companies in which we invest and support 

our belief that the full integration of ESG 

issues enriches fundamental research 

analysis. 

 

 

 

  

Progress Examples  

W.W. GRAINGER (GWW) 
GWW is a leading broadline, business-to-
business distributor of maintenance, 
repair and operating (MRO) products and 
services. GWW has been a sustainability 
leader in its industry for years but 
continues to engage with our research 
team while working toward further 
improvement. GWW achieved its 2020 
GHG emissions reduction goal two years 
ahead of schedule and is currently 
working toward expanded Scope 1 and 2 
goals while developing a framework to 
measure Scope 3 emissions. Diversity, 
equity, and inclusion (DEI) is a top priority 
for GWW, and the company has 
committed to achieve 50% female 
representation in leadership positions by 
2030. 
 
STATE STREET (STT) 
STT is one of the largest trust banks in the 
world and provides investment servicing 
and investment management services. 
ESG is an important part of STT’s business 
model, as its investment service offerings 
help assist clients with their ESG reporting 
and disclosure, and its investment 
management business engages with 
pocompanies on a wide range of ESG 
issues. STT’s reporting incorporates the 
GRI, SASB, TCFD, and EU Non-Financial 
Reporting (NFR) frameworks. STT set a 
new 2030 GHG emissions reduction goal 
in 2021 and is evaluating how to measure 
its Scope 3 emissions.  



 
 

 
 
 

 

  

01 OUR APPROACH TO 

ESG INTEGRATION 



  

 

 
 

Coho Partners, Ltd                                          2022 Impact Report                                          Page | 4  
 

 

ESG INTEGRATION MODEL 

We apply a fully integrated approach to ESG 

research. All Coho investment professionals 

engage in identifying key ESG risks and 

opportunities. Our company research notes 

highlight the material financial and 

sustainability drivers, including the gaps and 

strengths for relevant Environmental, Social 

and Governance factors. Our customized 

proxy voting process is overseen by our 

Chief Compliance Officer. Coho’s Board of 

Directors works closely with the Investment 

Team to ensure holistic ESG integration 

across our Investment Team. The Board 

monitors various ESG risks and 

opportunities for our business and receives 

regular updates on our ESG process and 

integration activities. 

Our ESG process is anchored by four main 

pillars: 

1. Proprietary scores: Our proprietary 

quantitative model provides a baseline 

assessment for each company. We look 

at a wide range of metrics, both 

numeric and policy based. Rate of 

change is an important driver of 

shareholder value; hence, we focus on 

multi-year trends.  

 

2. Materiality maps: We employ forward-

looking, materiality-based qualitative 

assessments to supplement the 

backward-looking quantitative data. 

 

3. Engagement: We regularly engage with 

companies to inform inputs for our 

qualitative assessments and to  

advocate for positive progress on key 

ESG metrics and enhanced data 

disclosure. 

 

4. Active ownership: We believe 

thoughtful and responsible voting 

promotes board and management 

behaviors that should, over the long 

term, minimize risks for our portfolio 

companies and translate into strong 

shareholder returns. We vote all proxies 

using our customized ESG proxy voting 

guidelines. 

We seek to provide perspective and 

knowledge sharing through our monthly 

commentary and quarterly ESG Insight 

pieces. We also collaborate with other 

organizations such as Principles for 

Responsible Investment (PRI), Task Force on 

Climate-Related Financial Disclosures 

(TCFD), Access to Medicine Foundation, and 

the Investor Stewardship Group (ISG). 
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DRIVING POSITIVE OUTCOMES 

THROUGH ENGAGEMENT AND ACTIVE 

OWNERSHIP 

A key pillar of our ESG investment strategy 

is to drive positive and meaningful change 

in corporate behavior. This is accomplished 

through engagement and active ownership, 

which are fully integrated in our ESG 

framework and investment process.  

Board of directors’ accountability in focus 

Through engagement and proxy activities, 

Coho and other investors are increasingly 

looking for the boards of directors to 

expand oversight and management beyond 

traditional corporate governance activities, 

such as shareholder voting matters and 

executive compensation decisions in 

addition to including sustainability 

considerations. Social and environmental 

issues continue to be at the forefront of the 

discussion, particularly diversity, equity, and 

inclusion, product responsibility, and 

environmental footprint management. We 

believe that directors should act in the best 

interest of shareholders and be held 

accountable for corporate results and 

sustainability. As part of our ESG 

framework, we have engaged with 

companies about promoting board and 

workplace diversity through policies and 

programs, improved disclosure, and goal 

setting. We also review and request board-

level oversight of environmental and social 

issues. When casting votes for directors in 

the proxy voting process, we review 

diversity, skills, and experience along with 

our assessment of board committee 

performance on governance and 

sustainability. 

Every board of directors is charged with 

oversight and establishment of corporate 

policies, but its own diversity composition 

will also be a reflection of the organization. 

Gender diversity has been a focus in recent 

years which resulted in consistent increases 

in more female representation. More 

recently, ethnic diversity has taken center 

stage because there has been less progress. 

Figure 1 below shows the percent of 

women directors for the S&P 500 Index has 

increased from 22.8% in 2018 to 28.9% in 

2021. Figure 2 shows the percent of ethnic 

minority directors for the S&P 500 Index 

has only increased from 19.9% in 2018 to 

23.3% in 2021. One way to address this 

issue is through increased disclosure. While 

only 11.4% of S&P 500 Index companies 

disclosed the racial composition of their 

boards in 2018, 58.8% did so in 2021 . This 

has helped increase the ethnic minority 

percent in the last two years. Additionally, 

with Nasdaq exchange requirements 

coming into effect in August 2022, we 

expect more progress on disclosure. 
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Figure 1: Director Gender by Index 

 

Source: The Conference Board. 

Figure 2: Director Race/Ethnicity, S&P 500 

Index 

Source: The Conference Board. 

To promote board refreshment and 

diversity, Coho uses strict criteria for 

average board tenure and director board 

commitments, along with a holistic and 

multi-factor approach to assess diversity 

across gender, ethnicity, culture, industry, 

and academic experience. In 2022, we 

voted against 13% of directors who did not 

meet the tenure requirements, who serve 

on more boards than the limits specified in 

our proxy voting guidelines, or who have 

other unique issues. As shown in Table 1, 

we are pleased to highlight that in the first 

quarter 2022, 100% of Coho ESG companies 

now have 20 % or more women on the 

board. When we first started reporting 

statistics in 2Q18, those numbers were 81% 

for the Coho ESG portfolio companies and 

65% for SPX and the MSCI Index. Table 2 

shows 24.6% of Coho ESG companies’ 

directors are ethnically diverse and 34.9% 

of directors are women, which are both 

above levels for the S&P 500 Index. 

Table 1: Companies with 20% or More 

Women on Boards 

  
Coho ESG 

Portfolio 

iShares Trust 

iShares ESG 

MSCI USA 

ETF** 

ISHARES 

CORE S&P 

500 ETF 

Companies with 
20% or More 
Women on 
Boards 

100% 94% 92% 

Source: Bloomberg. 

Table 2: Board Diversity 

Sources: Bloomberg for % Female for ESG Portfolio. Glass Lewis 

for % Ethnic Minority for ESG Portfolio. The Conference Board for 

% Female and % Ethnic Minority for S&P 500 Index. 

As it relates to workforce, we are working 

to improve diversity and pay equity by 

 
ESG 

Portfolio 
S&P 500 

Index 

% Female  34.9% 28.9% 

% Ethnic Minority 24.6% 23.3% 
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actively engaging with companies in our 

portfolio and investable universe about the 

importance of boards and management 

teams to disclose Employment Information 

Reports (EEO-1). Among Coho's ESG 

portfolio holdings, 80% have disclosed or 

plan to disclose data from these reports, 

compared to 50% last year. The U.S. Equal 

Employment Opportunity Commission 

began mandating the reporting and filing of 

these reports in 1966. These reports are 

required for all firms with 100 or more 

employees and for federal contractors with 

50 or more employees and include 

disclosure on both gender and ethnicity 

across 10 broad job categories. Public 

release of this information is optional, so 

we are pleased more companies are now 

voluntarily releasing more data or the 

entire EEO-1 document.  

In our ESG research and proxy reviews, we 

look for explicit disclosure regarding board 

of director oversight of environmental and 

social issues. As more companies formally 

integrate sustainability into corporate 

strategy, board involvement is increasingly 

necessary to supervise management, offer 

strategic advice and establish corporate 

policies. 100% of Coho companies (as of 

June 30, 2022) have designated board 

committees charged with oversight of 

sustainability. We actively engage with 

companies where this is not provided 

because we believe this is an important 

indication of management’s commitment to 

corporate social responsibility and the 

ultimate effectiveness and success of the 

programs.   

Our efforts do not stop with promoting 

board oversight of ESG. We believe 

directors are responsible to shareholders 

for their performance and advancing 

sustainability initiatives. In director 

elections, we evaluate individual 

performance and accountability for specific 

issues on the committees they serve. For 

example, this year we voted against a long-

standing member of Johnson & Johnson’s 

regulatory compliance committee due to 

litigation issues in the recent years. These 

have been costly and distracting to 

corporate results and we believe 

improvement is necessary.  

ENGAGEMENT ACTIVITY 

Our engagement activity starts with an in-

depth assessment of a company's 

sustainability profile which is used as a basis 

for discussions with executives on relevant 

metrics for their business models. We 

continued to increase our engagement 

efforts this past year through numerous 

In calendar year 2021, we completed 42 

engagement activities and meetings 

compared to 32 in 2020. 



  

 

 
 

Coho Partners, Ltd                                          2022 Impact Report                                          Page | 8  
 

 

ESG-focused meetings with companies in 

the portfolio and the Coho 250 universe, as 

well as through attendance at various ESG 

conferences.  

Our goal is to influence and advocate for 

best practices which enhance long-term 

shareholder returns. Research has shown 

that commitment to material 

environmental and social drivers, and good 

corporate governance practices contribute 

toward this goal. During these meetings 

with company executives, we collect 

insights for proxy voting and gain a deeper 

understanding of the culture which informs 

our fundamental and sustainability 

research. We share our research and views 

on best practices with the companies and 

encourage them to improve disclosure and 

policies, establish discrete and time-bound 

targets, and report on progress toward 

these goals. 

Improving the link between pay and 

performance  

In addition to social and environmental 

issues, another area of focus for our 

engagement efforts is executive 

compensation. Strong pay practices 

properly align executive interests with the 

creation of long-term shareholder value 

while enabling a company to attract and 

retain talent. When evaluating 

compensation packages, Coho believes 

there should be evidence of a clear and 

successful link between pay and 

performance. 

Table 3 shows the percent of Coho's 

portfolio companies and S&P 500 Index 

companies that include total shareholder 

return (TSR), return measures such as 

return on invested capital (ROIC), and 

sustainability metrics in compensation 

plans. We believe these metrics are 

important because they align management 

compensation with shareholder value 

creation and help benefit stakeholders. 

Through engagement, we encourage 

companies in our portfolio and universe to 

incorporate these metrics into 

compensation plans. We also consider 

these metrics when voting on say-on-pay 

proposals.  

In recent years, we have seen a positive 

trend with companies adding sustainability 

metrics to their compensation plans. The 

percent of S&P 500 Index companies with 

sustainability metrics jumped from 26% to 

37% while Coho companies also showed 

progress, increasing from 31% to 34%. This 

is something we actively seek through 

engagement, and we were pleased to see 

Coca-Cola and Amgen add sustainability 

metrics this year. For Coca-Cola, diversity, 

equity, and inclusion (DEI) factors now 

account for 10% of short-term incentive 

metrics, and environmental factors account 
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for 10% of long-term incentive metrics. For 

Amgen, the company added an 

environmental, social and governance 

metric under Innovative Pipeline as part of 

the short-term incentive plan. We 

commend the companies on these changes 

to better align pay with performance on 

sustainability. 

Table 3: Compensation Metrics to 

Shareholder Value Creation 

  
TSR 

Return 
metric 

Sustainability 

Coho 
Companies 

71% 49% 34% 

S&P 500 
Companies 

68% 36% 37% 

Sources:  Bloomberg and Coho Partners. Holdings as of 6.30.22. 

Below are additional examples of our recent 

engagement over the past year.  

 
Setting environmental objectives 

Sustainability is at the heart of UPS' 

business strategy to be the most efficient 

logistics provider. In 2020, UPS outlined a 

roadmap for three phases of sustainability 

goals - 2025, 2030, and 2050 – as it seeks to 

achieve comprehensive carbon neutrality 

across Scope 1, 2, and 3 emissions in global 

operations. We engaged with the company 

to understand the challenges in setting a 

net-zero emissions goal and learned about 

the limitations of current technologies for 

long-haul flights. We will continue to 

monitor whether UPS can gain SBTi 

verification on these goals. 

 
Enhancing sustainability disclosure 

Quest Diagnostics considers GRI and SASB 

but did not formally report against either 

framework. The main objective for our 

engagement was to encourage the 

company to adopt these formal reporting 

frameworks. Through our ESG engagement 

calls, we learned that the company recently 

completed a materiality assessment to 

identify areas most germane to its business 

and to its stakeholders with a goal of 

shifting to a SASB-based framework in 2022.  

We are pleased to report this came to 

fruition in its latest CSR report. We view 

data integrity as one of the key risk items 

for the company and were pleased to see 

the permanent addition of a cybersecurity 

committee to the Board of Directors.  We 

believe there remain some areas for 

improvement, particularly on the 

environmental front (reporting against 

TCFD) and board skill diversity (no expert on 
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technology).  The company currently has 

modest environmental goals and we 

encouraged them to set more ambitious 

targets. The team noted that new goals are 

expected to be released in the next 6-12 

months. 

 
Achieving a net zero goal 

Mondelez prioritizes the UN’s Sustainable 

Development Goals (SDGs) and sets clear 

quantifiable goals for the key 

environmental and social factors. Notably, 

the company understands its ESG efforts 

play a direct role in its success and are 

embedded within its financial measures, 

including compensation. A key objective we 

monitor for Mondelez is achievement of its 

net-zero GHG emissions goal across its full 

value chain by 2050. We continue to 

monitor the company’s progress towards 

the net-zero goal through its ongoing 

sustainability disclosure and direct 

engagement with the management. The 

company also set a goal to generate 20% of 

sales from portion control and 100% from 

mindful snacking by 2025. 

 

 

 

Integrating sustainability across operations 

We encouraged Amgen to integrate 

sustainability across its operations. We 

were pleased to learn that Amgen has 

added a sustainability metric to its 2021 

incentive compensation plan. We also 

acknowledged the progress made in setting 

a carbon-neutral goal for 2027 but 

recommended the SBTi framework for 

enhanced rigor and credibility. We also 

encouraged the company to set specific 

roadmaps to achieve its carbon-neutral 

goal. In addition, Amgen has adopted eight 

solutions to improved pricing, access, and 

affordability. These include 1) responsible 

pricing; 2) value-based contracts; 3) 

biosimilars; 4) access to medicine and 

patient support programs; 5) investments in 

innovation; 6) health system solutions; 7) 

personalized medicine; and 8) digital health 

solutions. In addition, the company donated 

the equivalent of $1.5bn worth of drugs to 

low-income countries in 2020.  

 
Improving compensation practices 

Governance issues have been the main 

topic of our engagement meetings with 

Johnson & Johnson given various litigation 

related concerns. We were pleased that 

Johnson & Johnson discontinued the sale of 
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prescription opioid medications in the 

United States and has announced the 

finalization of a nationwide settlement as 

well as separate state settlements on this 

matter in 2021. We view litigation issues as 

material risks for pharmaceutical companies 

and vote for these liabilities to be 

appropriately reflected in incentive 

compensation. Last year, we voted against 

Johnson & Johnson's advisory vote to 

approve executive compensation because 

the Board approved the exclusion of $5bn 

in opioid litigation charges from the 

earnings calculation of executive incentive 

payouts. We voted against it again this year 

as the company has not ended the negative 

compensation practice of adjusting earnings 

for litigation costs. In addition, we voted for 

a shareholder proposal requesting the 

company adopt a policy to prohibit 

adjusting or excluding legal or compliance 

costs for incentive payouts to senior 

executives. We believe that executives 

should generally not be insulated from 

expenses related to legal and compliance 

costs. We will continue to engage with the 

company about improving compensation 

practices.  

 

 
Advancing sustainability efforts 

We expressed our support for Microchip’s 

environmental and social sustainability 

efforts. The company has set quantitative 

targets (percent of new products/ 

innovation index) to illustrate the energy 

efficiency benefits of its products. The 

company also set targets to reduce water 

consumption and increase recycling in the 

manufacturing process. We were also 

pleased to see increased disclosure on 

social metrics. 

 
Strengthening the link between pay and 

performance 

When evaluating executive pay, we believe 

there should be a strong link between pay 

and performance. We advocated for the 

incorporation of TSR, ROIC, and 

sustainability metrics into the executive 

compensation plan. ADP’s human capital 

management products such as the pay 

equity storyboard and financial wellness 

app are directly addressing the need for 

improved equity and financial inclusion for 

its customers’ workforce. 
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Adopting metrics related to sustainability 

initiatives 

Sysco Corporation, the #1 food distributor 

in the U.S., has a sustainability strategy 

anchored on three pillars: People, Planet, 

and Product, with discrete goals for each. 

The material objectives for the company are 

product stewardship and sourcing. Based 

on our evaluation of these material factors 

for Sysco’s business, we encouraged them 

to set targets for their Sysco Simply 

platform to offer healthier food solutions 

and environmentally friendly non-food 

items. The company has several pilot 

programs featuring products with reduced 

sugar and salt underway. Over time, we 

would expect this to become a meaningful 

driver of sales as customers emphasize 

healthy and sustainable choices. Sysco is 

also aware of the importance of developing 

sustainable sourcing commitments across 

its supply chain and has agree to do so by 

2025. We continue to monitor and measure 

the progress towards these objectives 

through qualitative materiality assessment 

and ESG engagement calls. 

 

 

 

ACTIVE PROXY VOTING 

Promoting accountability, diversity, and 

sustainability to create shareholder value 

and benefit stakeholders 

Coho continues to take an active role in the 

proxy voting process by leveraging its ESG 

analysis and engagement. We make 

decisions that we believe are in the best 

interest of shareholders and benefit 

stakeholders, including employees, society, 

and the environment. 

At Coho, proxy voting is fully integrated into 

the investment process. In 2019, the 

Investment Team formally adopted 

customized ESG proxy voting guidelines that 

include best practices for governance and 

sustainability that are additive to base Glass 

Lewis ESG recommendations. We 

developed these based on in-depth 

research, years of experience in voting 

proxies, and engagement with corporate 

officers, directors, and governance experts. 

The guidelines reflect our proprietary views 

and are used as a framework for decision-

making by portfolio managers when voting 

proxies. Proxy reviews performed for each 

of our portfolio companies include 

governance and sustainability research 

using a materiality lens and are 

supplemented by engagement with 

management. Engagement meetings help 

us influence and advocate for commitment 
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to environmental and social responsibility, 

discuss corporate governance practices, and 

collect insights for proxy voting and 

sustainability research. 

2022 ESG proxy voting guidelines update 

We completed the annual update of our 

guidelines at the end of 2021 to further 

reflect our proprietary corporate 

governance views, new proxy voting topics, 

and best practices.  As part of this process, 

we reviewed our voting results for the 2021 

proxy season and believe they are 

consistent with intended outcomes to 

improve board accountability, strengthen 

the link between pay and performance, and 

promote sustainability. 

Our guidelines cover topics such as director 

elections, executive compensation, auditor 

ratification, shareholder rights, and 

sustainability. For the annual update, we 

made several guideline enhancements, 

some of which are highlighted below. 

Director elections: increasing accountability 

for corporate results and improving board 

diversity 

We introduced a new lower threshold for a 

maximum average board tenure of ten 

years, which could result in votes against 

individual directors with high tenure. This 

supplements existing requirements for 

board refreshment and director board 

commitments. The guidelines also 

expanded factors we consider for director 

elections, including board structure and 

related party transactions. We believe these 

added criteria promote both board 

independence from management and 

board diversity, setting the stage for 

improved oversight and fresh, unbiased 

assessments of corporate results.  

Shareholder rights: promoting shareholder 

interests through the expansion of 

shareholder rights 

To further strengthen corporate 

governance and provide additional 

management oversight, we will focus on 

eliminating corporate governance practices 

that reduce shareholder voting rights. We 

added that we will generally support 

shareholder proposals that request the 

elimination of dual-share class structures 

and the declassification of staggered boards 

(where all directors are not elected 

annually). 

Auditor ratification: ensuring independent 

and effective external audits for financial 

transparency 

We are adding additional scrutiny and 

engagement for non-audit fees when they 

are high relative to total fees paid to 

auditors. A high percent may compromise 

auditor independence, presenting a risk to 



  

 

 
 

Coho Partners, Ltd                                          2022 Impact Report                                          Page | 14  
 

 

shareholders who rely on their financial 

statements. 

Key trends of the 2022 proxy season  

Through our research and review of proxies, 

we highlight five key trends of the 2022 

proxy season. We will focus our 

commentary on the first two subjects after 

covering the last three in prior sections of 

our report. 

1. Continued scrutiny of executive pay 

practices 

2. Increased number of shareholder 

proposals related to environmental 

and social issues 

3. Additional focus on board oversight 

of environmental and social risks 

and related accountability 

4. Improved board disclosure of racial 

diversity, with increased racial and 

gender diversity 

5. Expanded adoption of ESG metrics in 

executive compensation 

 

A carry over issue from last year is that 

some companies, especially large ones in 

the S&P 500 Index, experienced declines in 

say-on-pay support levels. A contributing 

factor was the decision made by boards to 

adjust incentive compensation metrics in 

response to the pandemic. As a result, 

investors focused on companies’ responses 

in proxies, either through expanded 

disclosure of reasons for the adjustments, 

or commitments to not repeat this negative 

pay practice. Say-on-pay is an important 

management proposal that has been 

receiving increased attention from 

investors. In the last few years, support 

levels had already been declining as 

shareholders further evaluate the link 

between pay and performance. Figure 3 

below summarizes the average say-on-pay 

support level for the S&P 500 Index and the 

MSCI ESG Index. A high say-on-pay support 

rate reflects shareholder confidence in 

management's compensation practices and 

the view that appropriate incentives are 

provided for management to perform in the 

best interests of shareholders. Support 

rates also illustrate a report card on how 

investors rate management's execution of 

corporate strategy, the ability to create 

shareholder value and progress on 

sustainability initiatives. 
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Figure 3: Average Say-on-Pay Support Level 

by Year 

Source: Bloomberg. 

When we evaluate say-on-pay proposals, 

we review financial and sustainability 

targets and perform an analysis of 

compensation levels and performance 

compared to peers. Through management 

engagement and voting proxies on behalf of 

our clients, we focus on strengthening 

compensation practices. Our goal is to align 

executive interests with long-term 

shareholder value creation and 

sustainability advancement. 

As it relates to shareholder proposals on 

environmental and social issues, the 

number of proposal filings has increased 

over the past decade but held relatively 

steady from 2019 through 2021.  That 

changed in 2022 as the number of filings 

increased significantly following revised SEC 

guidance which made it more difficult for 

companies to exclude climate and human 

capital-related shareholder proposals from 

ballots. Figure 4 shows that for Russell 3000 

Index companies, the total number of 

environmental and social shareholder 

proposals increased from 180 in 2021 to 

290 in 2022. As that occurred, the average 

support levels decreased as shown in Figure 

5, reflecting some pushback against more 

prescriptive and goal-oriented proposals. 

This reversed the trend of increasing 

support in prior years as shareholders 

became more active in the evaluation 

shareholder proposals, especially those that 

related to environmental and social issues.  

Figure 4: The Number of Environmental 

and Social Proposals 

  

Source: Bernstein 

Figure 5: Average Support Level for 

Environmental and Social Proposals 

 

Source: Bernstein. 
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Our voting records 

In the 2022 proxy season, we voted on 33 

proxies, including 355 individual directors 

and 59 shareholder proposals. We evaluate 

each proposal for our portfolio companies 

based on our customized guidelines. Figure 

6 shows for the 2022 proxy voting period, 

Coho's support of ESG related shareholder 

proposals was 47% compared to 33% 

among the S&P 500 Index. Our support 

level for environmental and social 

shareholder proposals was higher at 59%. 

The higher percentage results from 

excluding votes against select governance 

shareholder proposals, reflecting our view 

that existing practices and policies are 

sufficient and/or proposals are not always 

supportive of long-term shareholder value 

creation. Our vote against management 

proposals was 12% compared to 5% for the 

S&P 500 Index components. In 2022, within 

the management proposals, we voted 

against 12% of say-on-pay proposals. We 

also voted against 13% of directors who did 

not meet the tenure requirements, who 

serve on more boards than the limits 

specified in our proxy voting guidelines, or 

who have some other unique issues.  

Figure 6: 2022 Coho Proxy Voting Record 

 

 

 

           

Source: Voting records between 6/30/2021 – 

6/30/2022 for Coho companies. 

 

The following are case studies to highlight 

our active participation. 
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Shareholder Proposals: Shareholder Rights 

 
Grant equal shareholder rights 

As part owners of a company, shareholders 

have voting rights that provide the ability to 

influence management and determine 

policies through director elections and 

approval of corporate matters. Coho 

believes equal voting rights for all 

shareholders strengthens corporate 

governance by providing additional 

management oversight. We voted for a 

shareholder proposal that requests the 

company reduce the voting power of Class 

A stock from 10 votes per share to one vote 

per share. 

Shareholder Proposals: Sustainability 

 
Establish emissions targets aligned with the 

Paris Agreement 

We supported a shareholder proposal 

requesting Chevron introduce Scope 1, 2, 

and 3 emissions reduction targets aligned 

with the Paris Agreement. The company set 

a 2050 net zero goal, but this includes only 

the upstream business across Scope 1 and 

Scope 2 emissions. Scope 3 emissions are a 

material part of the integrated oil value 

chain, for both the upstream and 

downstream businesses. Peer companies 

are starting to measure and reduce these 

emissions. Adoption of the proposal would 

allow shareholders to assess material risks 

to the business model presented by climate 

change more fully. 

 
Report on balancing climate measures with 

financial returns 

We supported a shareholder proposal at 

UPS to provide a report on balancing 

climate measures with financial returns. A 

comprehensive report outlining the trade-

offs required to meet financial targets and 

long-term environmental objectives can 

help shareholders better understand the 

various short, medium and long-term risks 

facing the company.    
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Provide paid sick leave for all employees 

We supported a shareholder proposal 

requesting paid sick leave for all employees.  

Adoption could help mitigate human capital 

management-related risks. 

 
Conduct a racial equity audit 

Mondelez received a shareholder proposal 

requesting the company conduct an 

independent racial equity audit. We 

supported the proposal based on our policy 

to seek enhanced disclosure and promote 

workforce diversity. The audit can help 

identify and mitigate potential risks related 

to human capital or social impact. 

Management Proposals: Say-on-pay 

Advisory Vote 

 
Strengthen the link between pay and 

performance  

When evaluating say-on-pay proposals, 

Coho seeks to align management interests 

with the creation of shareholder value. In 

support of this approach, this year we voted 

against Global Payments’ compensation 

plan as we identified a disconnect between 

pay and performance. This was based on a 

review of total shareholder return, trend in 

CEO pay, and level of CEO pay relative to 

peers. The company also made adjustments 

to incentive compensation metrics which 

we consider a negative pay practice.  

 

Eliminate negative pay practices 

We voted against Johnson & Johnson’s 

advisory vote to approve executive 

compensation again this year. Although we 

identified no significant disconnect between 

pay and performance, we voted against the 

plan because there is a historical and 

potential future negative pay practice. The 

board adjusts performance metrics 

including earnings-per-share to exclude 

legal costs and the adjustments made for an 

opioid settlement were material in 2020.  

Management Proposals: Ratification of 

Auditors 

 
Ensure independent and effective external 

audits 
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As it relates to auditor ratification, we are 

committed to ensuring independent and 

effective external audits for financial 

transparency. We generally support 

consistent auditor service unless poor 

accounting policies and practices are 

identified. We believe the frequent rotation 

of auditors may result in the loss of 

institutional knowledge and may impose 

additional costs for the business without 

commensurate benefits. This year, we 

voted against auditor ratification for Stanley 

Black & Decker because the company 

identified a material weakness in internal 

controls and a financial restatement.  

Management Proposals: Election of 

Directors 

 
Improve board accountability  

Coho believes that directors should act in 

the best interest of shareholders. Our 

guidelines promote independence, 

accountability for corporate results, and 

diversity. To help ensure directors provide 

proper management oversight, this year we 

adopted a lower 10-year threshold for 

maximum average non-executive board 

tenure. In alignment with this new 

guideline, we voted against a Ross Stores 

board member who had served on the 

board for 40 years because the average 

board tenure was 14 years.  

 
Maintain independent key committees 

We voted against a Medtronic director 

serving on the company’s compensation 

committee because we considered him to 

be a non-independent director as a result of 

his daughter’s employment at Medtronic. 

While the company considered him to be 

independent using NYSE standards, we use 

more strict criteria to evaluate potential 

conflicts of interest. We also require all key 

committees (compensation, audit and 

nominating) to consist exclusively of 

independent directors and vote accordingly. 

 
Reduce director commitments 

We voted against two directors who serve 

on three additional public company boards. 

Serving on public company boards is a 

significant time commitment and we 

believe directors must devote attention to 

these responsibilities to benefit corporate 

strategy and provide oversight of 

management. Hence, our proxy voting 

guidelines limit board commitments to  
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three total for non-executives and two total 

for executives of the company. We were 

pleased to see the number of overboarded 

directors decreased this year, with one 

director reducing director commitments 

and another leaving the board. 

  



 
 

 
 
 

  

02 CLIMATE STRATEGY 

AND RISK 

MANAGEMENT 
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NON-STANDARD STANDARDS 

Emissions reporting is becoming 

increasingly important not only to investors 

but also to regulators.  As with all ESG data, 

the quality of data provided by companies 

and by third parties often falls short, cannot 

always be verified, or is not comparable 

across regions or even across peers.  To 

address this, numerous industry and 

governmental bodies are stepping in to 

establish reporting standards to make the 

data more consistent and meaningful.  

While we welcome this push, we also worry 

that it could lead to the establishment of 

several different reporting frameworks that, 

despite the intent, aren’t standard at all.  

To highlight this point, we can look to the 

climate disclosure proposals issued by the 

U.S. Securities and Exchange Commission 

(SEC), the European Financial Reporting 

Advisory Group (EFRAG) and the 

International Sustainability Standards Board 

(ISSB).  Each of these proposals contains 

varying levels of reporting and auditing as 

well as differing metrics and differing 

calculations for those metrics.   

These differences occur even at the most 

basic level on considerations such as how to 

account for Scope 2 emissions or whether 

Scope 3 should be reported.  For Scope 2 

calculations the SEC allows either location 

based or market-based methods (or both).  

The EFRAG proposal requires both methods 

be used.  The ISSB doesn’t make a 

recommendation at all, seemingly leaving it 

up to the individual company. 

For Scope 3 reporting, the EFRAG proposal 

requires disclosure while both the SEC and 

ISSB consider Scope 3 reporting optional.  If 

it is reported under the latter two, the 

structure of the disclosure and 

categorization of Scope 3 emissions is not 

necessarily consistent with the framework 

provided under the EFRAG proposal. 

Another consideration is simply a 

company’s ability to collect the data with 

any level of accuracy.  A concern we hear 

consistently in our engagement work is that 

while many companies are eager to 

increase their level of disclosure regarding 

Scope 3, they are reticent to put forward 

data they feel may not meet their threshold 

for accuracy.   

For instance, U.S. Bancorp (USB) is trying to 

evaluate how to calculate Scope 3 

emissions related to their lending practices 

in general and finding the effort even more 

difficult at the individual sector or borrower 

level.  Ross Stores (ROST) is seeking 

guidance on how to appropriately calculate 

Scope 3 emissions given it is neither the 

direct manufacturer nor importer of the 

goods it sells.  As a seller of overstock 

merchandise, how does it report in a way 
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that does not double-count the emissions 

of the original importer? 

Scope 4 (carbon avoidance) considerations 

also vary between the proposals.  We agree 

that absolute carbon reduction is necessary 

to achieve the warming limits established 

under the Paris Agreement.  Therefore, 

when we engage with our companies, we 

encourage them to limit the use of carbon 

credits as they establish their emission 

reduction and net-zero targets.  However, 

we disagree with the European framework 

as written that allows no consideration of 

carbon removal or carbon avoidance.  In 

our view, this could disincentivize 

investment in important carbon reduction 

technologies like carbon capture and green 

hydrogen.  Likewise, it could hinder 

investment in, or financial support for, 

companies developing what could become 

important energy transition technologies. 

The examples above are only a few of the 

variances among the proposals.  The SEC, 

ISSB, and EFRAG all welcomed public 

comment, with each of those comment 

periods having closed this summer.  We 

should receive more clarity on each by 

yearend 2022.  While it would be wonderful 

to see a true global standard emerge, 

differences among the constructs will 

inevitably exist.  This will make for an 

arduous reporting and compliance structure 

for companies that desire to align with all 

three.  It will also prevent what each of 

these approaches is trying to achieve – a 

consistent disclosure and reporting 

methodology that provides meaningful 

information to investors and allows for easy 

comparisons across companies and regions.  

Table 4: Companies that disclose total GHG 

Emissions (Scope 1 & 2) for Coho ESG and 

S&P 500 

 
Source: Bloomberg and Coho Partners. 

FROM TCFD TO SBTI 

While the final regulations will not be 

perfect, they will be a positive change.  

Regardless of how the final versions of the 

various proposals play out, the result should 

be an increased level of emissions 

disclosure and an improvement in the 

veracity of the data.  That we applaud.  An 

integral part of our corporate engagement 

has been to encourage increased disclosure 

across all areas of sustainability. Several 

years ago, we made it a point of emphasis 

in every engagement discussion to include a 

push toward alignment with the Task Force 

on Climate-Related Financial Disclosures 

(TCFD) standards.   
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Figure 7: TCFD Disclosure of Coho ESG 

Portfolio (2020 – 2Q221) 

 
Source:  TCFD and Bloomberg. 

We have been pleased that our portfolio 

holdings have been receptive and 

responsive to the request from us and 

others for this increased level of disclosure 

and transparency.  As shown in Figure 7, the 

number of portfolio companies reporting 

against TCFD rose to 68% as of 2Q22 from 

14% in 2020.  This proactive reporting 

should help our companies comply with 

both the SEC and ISSB regulations as each 

broadly follows the TCFD framework. 

Following the success we observed with 

TCFD alignment, we have more recently 

begun to stress the importance of 

validation and verification for our 

companies that are setting net-zero targets.  

We want to ensure that these targets 

include well defined interim goals in 

 

 

1 Disclosure as of 06/30/2022. 

addition to longer term net-zero 

aspirations.  We also want to eliminate any 

potential greenwashing by directing our 

companies to the Science Based Targets 

Initiative (SBTi).  SBTi serves as a resource 

both for setting targets and for validating 

that the targets and the methodology to 

achieve them align with science-based 

frameworks.  Those frameworks, in turn, 

are in accordance with emissions reductions 

at levels equal to or greater than what is 

required to meet the goals of the Paris 

Agreement, i.e., limiting global warming to 

1.5°C above pre-industrial levels. 

Figure 8: Gross Scope 1 & 2 emissions 

change rates from companies with 

approved targets vs the global economy 

Source: SBTi Progress Report 2021. 

To us, external validation implies an 

enhanced level of commitment to 

disclosure, reporting and progress. SBTi 
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data suggests this is indeed the case. Figure 

8 shows that companies with SBTi-approved 

targets are achieving a markedly faster pace 

of emissions reduction relative to the 

broader global economy. 

Figure 9: SBTi Disclosure of Coho ESG 

Portfolio (2020 – 1H222) 

 
Source: SBTi website and Bloomberg. 

Like TCFD, we have made SBTi a point of 

emphasis in our engagement efforts and we 

have been pleased with the level of 

progress. The percent of portfolio 

companies that have made commitments 

to, or had targets approved by, SBTi 

reached 39% at the end of the second 

quarter 2022 as shown in figure 9.  

We will continue to push for validated 

science-based targets with our companies 

and expect to see SBTi alignment within the 

 

 

2Disclosure as of 06/30/2022.  

portfolio increase quickly and significantly 

in the years ahead. 

OUR PHILOSOPHY AND PROCESS YIELD 

A LOW EMISSIONS PORTFOLIO 

At Coho Partners, we seek to deliver a 

consistent pattern of returns that provides 

strong downside protection during market 

corrections while also participating 

meaningfully in the upside during periods of 

market growth.  To do this, we seek to 

identify business models that deliver 

consistent revenue, earnings, and cash flow 

growth through both good times and bad.   

That desired predictability eliminates many 

cyclical and highly capital-intensive 

industries from the Coho 250, our 

investable universe.  As a result, we 

naturally avoid many high emitting 

industries such as mining, heavy industrials, 

and airlines. 
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Figure 10: Historical Trend of Greenhouse 

Gas Intensity3 Per Sales (mt/1m USD sales) 

vs S&P 500 

Source: Bloomberg. 

Our philosophy and process provide the 

Coho ESG portfolio with a nice head start 

when it comes to providing a low emissions 

investment option.  That can be seen in 

Figures 10 and 11. 

 

 

3 The Greenhouse Intensity includes Scope 1 & 2. 

Figure 11: 2Q22 Update on Energy and 

Greenhouse4 Intensity per Sales 

Source: Bloomberg. 

Even with the low emission levels of the 

portfolio we will continue to engage with 

our companies and encourage them to 

continuously improve.  To that end, we are 

pleased to observe the decrease in GHG 

intensity for the portfolio over the past few 

years from already low levels. 

While we are proud of the stark gap 

between the Coho portfolio and the S&P 

500 Index across all measures tracked in the 

charts, we would be prouder to see the 

broader market close that gap as that is 

what will be required to reach the Paris 

Agreement goals.  That is why our 

engagement is not limited to our portfolio 

companies.  While we will continue to work 

with all companies within the Coho 250 to 

4 The Greenhouse Intensity includes Scope 1 & 2. 
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reduce emissions and set verifiable targets, 

we also believe we can continue to deliver a 

portfolio that, at a minimum, provides a 

30% lower level of GHG intensity than the 

S&P 500 Index through at least 2025. 
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Table 5: Companies Progress Toward Net-Zero 

Ticker Interim Goal Final Ambition Track record of progress  Aligned with  

CL 42% GHG emissions reduction 
across Scope 1, 2 & 3 by 2030 
against 2020 baseline  

Net-zero by 2040 

(Scope 1, 2 & 3) 

Current targets for Scopes 1, 2 & 3 
emissions were approved by SBTi 
in 2020.  

TCFD, SBTi 

CVS Reduce overall environmental 
impact by at least 50% by 2030 

Net-zero by 2050 

(Scope 1, 2 & 3)  

Current targets were validated by 
SBTi’s Net-Zero Standard in 2021. 

TCFD, SBTi 

JNJ 60% GHG emissions reduction 
in Scope 1 & 2 and 20% 
reduction in Scope 3 by 2030 
against 2016 baseline 

Net-zero by 2045 

(Scope 1, 2 & 3) 

Achieved 50% decrease in Scope 1 
& 2 GHG emissions intensity 
against 2016 baseline in 2021. 

TCFD, SBTi 

MCHP 50% absolute GHG emissions 
reduction in Scope 1 & 2 by 
2030 against 2018 baseline 

Net-zero by 2040 

(Scope 1, 2 & 3) 

Reduced Scope 1 GHG emissions 
23% against 2018 baseline in 2021. 

TCFD, SBTi 

MDLZ 10% absolute end-to-end GHG 
emissions reduction by 2025 
against 2018 baseline  

Net-zero by 2050 

(Scope 1, 2 & 3) 

Reduced Scope 1 & 2 GHG 
emissions 21% against 2018 
baseline in 2021. 

TCFD, SBTi 

MMC 50% GHG emissions reduction 
in Scope 1 & 2 by 2030 against 
2019 baseline 

Net-zero by 2050 

(Scope 1 & 2) 

Surpassed the 2025 goal set in 
2020 to reduce emissions 15% 
across Scope 1 & 2 and in business 
travel against 2019 baseline in 
2021. 

TCFD, SBTi 

TMO 30% GHG emissions reduction 
in Scope 1 & 2 by 2030 against 
2018 baseline 

Net-zero by 2050 

(Scope 1, 2 & 3) 

Reduced Scope 1 & 2 GHG 
emissions 12% against 2018 
baseline in 2021. 

TCFD, SBTi 

UNH 60% absolute GHG emissions 
reduction in Scope 1 & 2 by 
2030 

Net-zero by 2035 

(Scope 1 & 2) 

Committed to SBTi net-zero 
standard in 2022. 

SBTi 

 
Source:  Company Sustainability Reports & SBTi website 



 
 

 
 
 

PATH TO “NET-ZERO” 

 

2045 net-zero emissions Target 

Johnson and Johnson established crucial 

environmental targets in recent years and is 

acting consistently to exceed its goals. So 

far, JNJ has achieved a 34% reduction in 

Scope 1 & 2 GHG emissions versus a 2016 

baseline which reflects the view that it is 

well on course to achieving the target. 

Regarding its Renewable Electricity 

Program, the company signed four new 

renewable power purchase agreements 

(PPAs)—one in North America and three in 

Europe—as well as two Utility Green Tariff 

contracts in the U.S. These agreements 

inspired the management to accelerate 

their initial target for 100% renewable 

electricity from 2050 to 2025. Furthermore, 

environmental goals also include a 60% 

absolute reduction in Scope 1 & 2 GHG 

emissions by 2030 followed by net-zero 

emissions by 2045. The main drivers in 

fulfilling these goals include continuing to 

make operations more efficient while 

achieving the renewable energy target; 

partnering with key suppliers to encourage 

them to reduce their emissions; and 

creating sustainable packaging and circular 

solutions. The company’s emission target is 

certified and validated by the SBTi as being 

consistent with the reductions required to 

keep global warming to 1.5°C.  

 

 

 

2040 net-zero emissions target  

UnitedHealth Group has been measuring its 

greenhouse gas footprint for 22 years. 

Starting in 2011, the company also set in 

motion its strategy to reduce emissions. Its 

sense of urgency increased this year as the 

company initiated several changes in its 

sustainability strategy as it aims to become 

a leader in setting comprehensive 

environmental targets in the health-care 

industry. It plans to invest in and source 

100% of its global electricity demand with 

renewable sources by 2030. Regarding 

emissions, it plans to achieve a 60% 

reduction in Scope 1 & 2 emissions by 2030 

and reach operational net-zero emissions 

by 2035. As noted previously, we view the 

validation of net-zero targets in alignment 

with TCFB/SBTi as a crucial prerequisite for 

emission reduction goals since the process 

of disclosure and reporting equips us with 

better understanding of the objectivity of 

these goals. Therefore, we were pleased to 

see that UnitedHealth Group committed to 

the SBTi net-zero standard. United’s 

leadership in this area should encourage 

other health-care companies to adopt a 

certified emission framework if they haven’t 

already. 

  



 
 

 
 
 

 

 

 

 

 

 

 

  

03 SOCIAL IMPACT 
Improved Access to Health Care 

Expanded Access to Fresh Food 
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ACCESS TO HEALTH CARE 

At Coho we believe access to health care is 

important from both a human and 

economic standpoint and is one of the key 

social factors we monitor and engage on 

across the portfolio holdings. In early 2020 

Coho partnered with the Access to 

Medicine Foundation and became a 

signatory to its Access to Medicine Index 

(ATMI) investor statement. The decision 

was based on our shared belief that 

engaging with the global biopharmaceutical 

industry is crucial to ensuring that modern 

medicine reaches low- and middle-income 

countries in an efficient and affordable way.  

It is the right thing to do for humanity, but it 

is also critical to maintaining a functioning, 

globally connected economy.  

In last year’s impact report, we highlighted 

the critical role many of the portfolio 

holdings are playing to address the global 

COVID-19 pandemic. This year we focus on 

other actions being taken to improve access 

including value-based care (VBC), pricing 

programs, innovation, partnering and 

addressing health care disparities. 

Value-Based Care 

Historically, health-care companies have 

been compensated by payment for a 

volume of products or services sold. 

Arguably, this system is short-term focused 

and less than optimal when it comes to 

incentivizing long-term health outcomes. 

Over time, the transition to VBC models 

could provide the opportunity to deliver 

solutions that improve patient outcomes 

while lowering the cost of care. Population 

ageing (the shift in distribution of the global 

population towards older age) will have 

serious consequences for cost of care and 

pressure national budgets not just in high- 

income countries but also in low- and 

middle-income countries. In 2020 there 

were 1 billion people aged 60 years and 

over and the World Health Organization 

(WHO) predicts the number will increase to 

1.4 billion in 2030 and 2.1 billion in 2050. 

Clearly, the need to most efficiently direct 

health care spending dollars towards the 

best possible health outcome will only 

increase. 

The following portfolio companies are 

focused on providing VBC options as a long-

term solution to the challenges noted. 

Medtronic (MDT) announced a VBC 

The Access to Medicine Index (ATMI) is 

published by the Access to Medicine 

Foundation and is supported by more than 

100 global investors. The index analyzes 

how 20 of the world’s largest 

pharmaceutical companies are addressing 

access to medicine in low- to middle-

income countries. 
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arrangement with Spectrum Health, with 

the initial focus on patients who receive its 

cardiac resynchronization therapy device. 

The device uses a program to adjust 

therapy according to a minute-by-minute 

evaluation of a patient’s heart rhythms. The 

technology reduces heart failure related 

hospital readmissions, the risk of atrial 

fibrillation and improves patient survival.  

Perhaps no company is more focused on 

VBC than UnitedHealth Group (UNH). The 

company’s ESG strategy, named, “The Path 

Forward,” is at the heart of its operating 

strategy. The approach consists of four 

pillars including achieving universal 

coverage, improving health-care 

affordability, enhancing the health-care 

experience, and driving better outcomes. 

Each of these pillars is geared towards 

increasing the membership pool and 

lowering the cost of care while improving its 

quality. They also enhance the earnings 

power of the company so there is little 

wonder why many of these initiatives are 

being copied by competitors trying to catch-

up to UNH’s leading edge VBC strategy.  

Addressing Health-Care Disparities       

Medtronic Care Management Services 

(MCMS) offers at-home remote patient 

monitoring and supports some of the 

largest home telehealth monitoring 

programs in the U.S. for chronic and high-

risk patients.  COVID-19 has accelerated the 

demand for virtual care and MCMS focuses 

on improving millions of lives by redefining 

the health-care experience by providing 

telehealth products that are integrated into 

patients’ lives and providers’ workflows. 

MDT also funds its LABS venture focused on 

removing barriers to quality health care 

such as cost, access and social isolation. The 

table below shows the progress made over 

the past 3-years. 

Table 6: Medtronic Labs Impact to Date  

 
Source: Medtronic Sustainability Report. 

CVS Health and Kroger Co. played a key role 

ensuring COVID-19 vaccines were readily 

available throughout the pandemic. 

Moreover, CVS has been optimizing its 

business model to provide a holistic, 

consumer-centric care approach to life. In 

the process it has been transforming the 

corner drug store into a human-centered 

care location through its HealthHUB 

initiative, providing customers with a 

broader range of health-care services, 

trusted advice, and personalized care. By 
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making a range of services more convenient 

and accessible, it can help consumers 

integrate preventive care into their daily 

lives and reduce the potential for more 

expensive health treatments in the future.      

Pricing and Affordability 

Perrigo’s (PRGO) vision and strategy centers 

on providing quality and affordable self-

care products that consumers trust. In the 

U.S., the company manufactures and sells 

OTC store-brand products, primarily cough, 

cold, allergy, analgesic, infant formula, and 

oral care goods. These store brands 

typically sell at a 30% discount to the 

national brand while providing PRGO’s 

retail partners with profit margins above 

the national brand. Market share for store 

brand products tends to do well during 

good economic times and even better 

during economic contractions.   

Medtronic’s (MDT) pricing models are 

based on the principles of fairness and 

sustainability, aligned with the local market 

environment. The company offers a range 

of price points across a given therapy 

category addressing different affordability 

levels and willingness to pay.  

In its 2022 U.S. transparency report, 

Johnson & Johnson (JNJ) noted the average 

net price of its medicines in 2021 declined 

by 2.8%, declining for the fifth year in a row.  

Amgen donated the equivalent of $1.5B 

worth of drugs to low-income countries in 

2020 as shown in Figure 12. Its approach to 

responsible pricing is based on benefits of 

the drug to the patient, society, economy, 

and health system as well as the general 

market dynamics. Pricing has declined for 

the past five consecutive years and was 

negative 7% in 2021 and negative 6% 

through the first half of 2022. The company 

adopted eight solutions to pricing, access 

and affordability including: 1) responsible 

pricing; 2) value-based contracts; 3) 

biosimilars; 4) access to medicine and 

patient support programs; 5) investments in 

innovation; 6) health system solutions; 7) 

personalized medicine; and 8) digitalized 

health solutions. 

Figure 12:  Amgen Donations to Low 

Income Countries 

 
Source: Amgen Sustainability Report. 

Innovation 

On the innovation front we were 

encouraged to see MDT set two new goals 

in FY22 that should help patients around 
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the world. First, by FY2025 20% of revenue 

will come from products released in the 

prior three years compared to 17% in 

FY2021. Second, it expects 85 million 

patients to be served annually through its 

increased access strategies compared to 72 

million in FY2021. 

Table 7:  MDT’s pipeline progress 

 

Source: Medtronic Sustainability Report. 

The recent infant formula shortage in the 

U.S. due to Abbott Laboratories’ product 

being removed from the market highlighted 

the critical role PRGO’s store brand infant 

formula plays in feeding millions of U.S. 

babies. PRGO has been steadily gaining 

share of the infant formula market over the 

past five years and recent competitor 

problems will accelerate the trend. In the 

second quarter earnings call, its 

management team noted its plants have 

been running 24/7 to make as much 

formula as possible to meet demand. While 

PRGO’s market share gain has been helped 

by Abbott’s woes, it has also been driven by 

the launch of new hypoallergenic formula 

offerings and the continued growth in its 

organic products, a trend we believe is 

sustainable. 

Arguably, Johnson & Johnson (JNJ) has been 

the most successful innovator among the 

large global pharmaceutical companies over 

the past decade. While its range of drug 

(and medical device) innovation is vast, it is 

clearly committed to the field of 

immunology. The company has broadened 

its focus from six anatomy-based diseases 

to more than 20 immune-mediated 

diseases, where the body’s immune system 

attacks its own tissues. In the 2021 Access 

to Medicine Index (ATMI), JNJ was ranked 

as one of the top three companies 

advancing access to medicines in low- and 

middle-income countries.  

Lastly, ThermoFisher Scientific may not be 

as well recognized as many of its 

pharmaceutical and biotech customers; 

however, it is the engine behind the drug 

industry’s pipeline, providing the reagents, 

protein purification technologies, 

instruments, and consumables to allow new 

drugs to be developed. Its mission is to 

enable its customers to make the world 

healthier, cleaner, and safer. Many of its 

products have been used to develop the 

latest precision immune-oncology drugs to 

treat cancer. 
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ACCESS TO FRESH AND HEALTHY FOOD  

Chronic diseases such as heart disease, 

cancer, and diabetes are the leading causes 

of death and disability in the United States. 

Six in ten adults in the U.S. have a chronic 

disease and four in ten have two or more5. 

90% of the annual $4.1 trillion in health-

care costs are related to the management 

of these chronic diseases. Lifestyle changes 

including healthy food choices can play a 

vital role in preventing and managing health 

problems. We believe food retailers and 

food manufacturers can play a key part in 

addressing this problem by improving 

access to nutritious food options. We 

recognize the contributions of our portfolio 

holdings, The Kroger Co. (KR) and Dollar 

General (DG), in promoting healthier food 

choices. Without a doubt, there is still 

plenty of room for improvement, but we 

are encouraged to see the progress. These 

examples also illustrate two pillars of our 

ESG process: 1) focus on strategically 

material ESG issues, and 2) engagement 

with company managements to facilitate 

meaningful impact on behalf of our clients.  

 

 

 

5 CDC, National Center for Chronic Disease 
Prevention and Health Promotion 

Improved Access to Fresh Foods 

As the second largest grocer in the U.S. with 

approximately 2,500 retail supermarkets, 

Kroger’s business strategy and brand are 

centered on providing access to fresh, 

affordable, and healthy food. Availability 

and selection of fresh categories are key 

competitive advantages for the company 

with sales growth of 16% per year in Fresh 

departments since 2019.  Those categories 

contribute about 25% of total revenue. 

Kroger is piloting an end-to-end initiative 

using data, science, supply chain 

partnerships, and innovative distribution 

processes to reduce the amount of time 

from farm to table for produce. We would 

anticipate similar opportunities across 

dairy, meat, and seafood supply chains. The 

Coho Investment Team has consistently 

advocated for linking material sustainability 

metrics to incentive compensation and we 

were pleased when the Kroger Board of 

Directors made tangible progress in this 

area. Starting in 2020, a Fresh Equity metric, 

based on improvement in produce share, 

was added to both the short-term and long-

term incentive plan for senior executives.  
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Kroger is also one of the leaders in driving 

increased penetration of natural and 

organic products through its Simple Truth® 

brand franchise. From its launch in 2011, 

Simple Truth®, which includes products free 

from artificial ingredients and preservatives, 

has helped further Kroger’s mission of 

making natural and organic products 

available at an affordable price point. At the 

same time, this focus has paid dividends in 

furthering Kroger’s market leadership 

position in this space and is driving 

consistent double-digit sales growth for this 

private label brand.  

The commitment to promoting health and 

wellness is also central to the Kroger Health 

division which houses the company’s 2,200 

pharmacies, 220 walk-in-clinics, and 22,000 

health-care practitioners6. In our recent 

engagement call with the team at Kroger 

Health, we were excited to learn about the 

“Food as Medicine” strategy, which aims to 

achieve improvement in five critical 

dimensions of population health—obesity, 

diabetes, food insecurity, cost and product 

assortment. The company also launched a 

mobile wellness app, “OptUp” in 2018. The 

app leverages a customer’s past eight 

weeks of food purchase data using the 

 

 

6 Kroger ESG report. 

Kroger loyalty card to generate a nutritional 

score. The objective is to enable consumers 

to monitor the nutritional content of their 

food choices, suggest alternatives, and 

ultimately inspire healthier purchases over 

time. Unlike other food and calorie 

monitoring apps, OptUp automatically 

populates data directly from Kroger’s 

proprietary 84.51° database on consumers' 

purchase history. Kroger has also made 

significant investments by scoring and 

categorizing 70% of the store SKUs (or 95% 

of sales) on nutritional content. The 

company has pilot programs underway with 

several managed-care organizations to 

investigate the potential health-care savings 

from prompting healthier food choices.  

Figure 13: Kroger’s Food Rescue Mix 

Source:  The Kroger Co. 

The company’s ESG strategy of Zero Hunger 

| Zero Waste embodies the same 

commitment to improve access to high-
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nutrition categories for those most in need. 

Since 2017, the company has donated 1.8 

billion meals towards the 2025 target of 

three billion meals to local communities 

and made substantial progress in shifting 

the mix to more fresh categories. 

Kroger still needs to show more progress in 

driving higher penetration of sustainable 

packaging and responsible sourcing. We  

will continue to monitor and report on 

these and the above-mentioned material 

factors.  

 

DG Fresh  

Dollar stores offer convenient locations for 

consumers, often in underserved 

neighborhoods. With three quarters of the 

U.S. population living within a five-minute 

drive of a Dollar General, these stores serve 

an important role in the local communities. 

However, in recent years, dollar stores have 

come under increased criticism for 

triggering the closure of grocery stores in 

cash-strapped and rural communities 

thereby reducing access to fresh food. The 

difficulties in managing a fresh supply chain 

prevented DG from accelerating the mix of 

fresh and frozen categories in the stores 

until 2019 when they brought distribution 

of fresh products in house.  This allowed the 

company to accelerate the rollout of fresh 

produce to 3,000 stores by year-end 2022 

from just 750 two years ago.  The company 

plans to expand that to more than 10,000 

stores over the next several years with rural 

markets prioritized. In addition, the 

company has introduced 8,080 healthier 

products including the Good & Smart 

private brand.  To ensure that healthier 

food options will remain a priority, we 

continue to advocate for the inclusion of a 

sustainability metric into incentive 

compensation in our direct engagement 

with the company. 

Improving access to fresh and healthy food 

continues to be a critical factor for 

improving both the physical and economic 

health and well-being of communities. We 

applaud the essential efforts of Kroger and 

Dollar General to address gaps in access, 

and we will continue to monitor these 

targeted endeavors and encourage further 

positive change as we engage with the 

companies in our portfolio. 

 

  



 
 

 
 
 

  

04 COHO CARES  
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WE WALK THE TALK 

We’ve always held the belief that doing 

good is its own reward, but we have 

learned over the pandemic that the reward 

is far greater when we are able to give back 

together.  After a long wait, we are 

delighted that we could volunteer in-person 

throughout the year while we continued 

our efforts to make a positive impact in our 

surrounding communities. 

THE RESULTS ARE IN 

In the summer of 2020 we introduced the 

Coho Cares Cup competition and asked all 

31 employees to commit to donating five 

hours of time during the year toward 

volunteering for a charity of their 

choice. We surpassed our goal again this 

year and we couldn’t be prouder.  Our 

employees collectively volunteered for 

more than 400 hours during the 

competition by serving non-profit 

organizations in a variety of ways including 

serving meals to the homeless and food 

insecure, participating in blood drives, 

mentoring women at a crisis shelter, and 

offering their professional expertise on 

various local non-profit boards. The Coho 

Cares Team, a diverse group of employees, 

also hosted several firm-wide volunteer 

events. Coho employees made back-to-

school cards and created “outfit bags” for 

the kids who benefit from the Cradles to 

Crayons organization, participated in the 

Ronald McDonald House “Kits for a Good 

Cause” program, took part in the annual 

Main Line Animal Rescue Tails & Trails 

event, and organized a donation drive for 

The Salvation Army. 

 
Coho colleagues get creative at Cradles to Crayons. 

In addition to the friendly contest for 

volunteerism, we continued our tradition of 

corporate holiday giving this year.  We 

made a donation in our clients’ honors to 

two non-profit organizations:  The House 

(Phoenixville Women’s Outreach) and the 

Susan G. Komen Foundation.  The House 

helps homeless and low-income women 

from crisis to independence by providing 

resources and tools needed to break the 

cycle of dependence and poverty. The 

House provides transitional housing, 

support, and intervention to women 

experiencing homelessness in Phoenixville 

and bordering Chester County, 

Pennsylvania communities.  The Susan G. 

Komen Foundation’s mission is to save lives 

by meeting the most critical needs in our 

communities and investing in breakthrough 
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research to prevent and cure breast cancer.  

Susan G. Komen is the only organization 

that addresses breast cancer on multiple 

fronts such as research, community health, 

global outreach, and public policy initiatives 

in order to make the biggest impact against 

this disease. We were pleased to give back 

on both a local and national level to two 

deserving organizations that do great work. 

SERVICE SPOTLIGHT:  MEANINGFUL 

GRACIOUSNESS 

One of the employees in the winners’ circle 

of this year’s Coho Cares Cup is Lisa Gentry, 

Coho’s Chief Compliance Officer.  Lisa 

donated nearly 50 hands-on hours of her 

time in the 2021/2022 giving season toward 

various non-profit organizations such as the 

Upper Merion Food Bank and The Grace 

Project.  

 
Ms. Gentry is pictured above (far left) as she and 

colleagues work on creating Kits for a Good Cause for the 

Ronald McDonald House.  

Lisa embraces the notion of meaningful 

graciousness, and in addition to her passion 

for investment compliance, she finds joy in 

the work she does for others. Her efforts at 

The Grace Project, an organization that 

offers acts of kindness to children and 

adults impacted by sickness, poverty, or 

addiction, allow her to help those who 

often struggle to be seen and heard. She 

believes that offering dignity and respect to 

the people receiving assistance is often as 

important as the food and blankets she 

provides them.   

Lisa considers giving back to be a two-way 

street – one in which a volunteer ultimately 

receives more than they give.  We, at Coho, 

agree wholeheartedly. 

One of the tenets of our core values is “one 

boat, many oars.”  We are mindful that the 

decisions we make as a firm impact our 

employees, our clients, and our 

communities.  We strive to help all our 

employees live out their values as we 

encourage social responsibility at the firm-

level and within each member of the Coho 

family.  We will continue to provide all 

employees with Coho Cares days that offer 

paid time off for volunteering and organize 

group volunteer projects to help strengthen 

the connection between employees and 

their communities and fortify their sense of 

pride about where they work. 
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The views, opinions and content presented are for informational purposes only. They are not intended to reflect a current or past 

recommendation; investment, legal, tax, or accounting advice of any kind; or a solicitation of an offer to buy or sell any securities or 

investment services. Nothing presented should be considered to be an offer to provide any Coho product or service in any jurisdiction that 

would be unlawful under the securities laws of that jurisdiction.    Past performance is not indicative of future results.  

Sources:  UN PRI, Coho Partners.  Engagement meetings reflect a three-year period ending 12.31.21.   


