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Introduction 
 
 

Under the Occupational Pension Schemes (Investment and Disclosure) (Amendment) Regulations 2019, the Trustee 
is required to produce an annual Implementation Statement, setting out how the policies described in the Scheme’s 
Statement of Investment Principles (“SIP”) have been followed. 

 
This is the second iteration of this statement prepared by the Trustee of the Siemens Benefits Scheme. It is intended 
to meet the updated regulations and will be included in the Scheme’s Report & Accounts and made public online. In 
preparing this statement, the Trustee has taken advice from its professional advisors. This Statement focuses on the 
Defined Benefit (“DB”) Section of the Scheme. A separate statement relating to the Defined Contribution (“DC”) 
Section can be found [here]. 

 
This Implementation Statement covers the period 1 October 2020 to 30 September 2021, the Scheme’s reporting 
year, in line with the regulations that came into force in October 2019. 

 
The document sets out, at a high level, how the Trustee’s policies under the terms of the SIP have been implemented. 
In addition, where relevant, the document describes the areas of the portfolio where stewardship and engagement 
are most likely to be financially material. 

 
This Implementation Statement should be read in conjunction with the SIP which was in effect during the reporting 
period. This SIP is appended to this Statement and can be accessed here: 

 
https://assets.new.siemens.com/siemens/assets/api/uuid:f45a478a-0e92-4e6e-ac15-1434e4e85e2d/siemens- 
benefits-scheme-statement-of-investment-principles.pdf 

 

The Trustee confirms that the policies set out in the SIP have been appropriately followed over the year to 30 
September 2021. 

 

Summary of how investment 
decisions are taken 

 
 

The Trustee has established an Investment, Covenant and Funding Committee (“ICFC”) which considers issues, 
including investments, the Trustee faces in relation to the both the DB and DC sections. The ICFC’s remit includes 
developing and implementing investment strategies, as well as monitoring investment advisors, fund managers and 
investments. This is done in conjunction with the Scheme’s investment advisors, reporting to the Full Board for 
approval of specific decisions as required by the Committee’s Terms of Reference. The ICFC then regularly monitors 
these investments and strategies to ensure they are meeting expectations and to make changes where necessary. The 
Trustee has also appointed an Investment Executive to assist in carrying out these duties. 

 
For the DB Section, the investment strategy is set with the aim of ensuring that the Scheme can meet its obligations to 
the beneficiaries when they fall due. The Trustee has sought guidance and obtained advice from its investment 
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advisor as appropriate when undertaking investment decisions to meet this objective. For example, the Trustee has 
received formal written advice from its advisors, as part of the DB investment strategy review undertaken over the 
period, recommending two additional investments into the Scheme’s Absolute Return Bond (“ARB”) mandates 
managed by PIMCO and Federated Hermes. 

 

Changes to the SIP over the 
period 

 

The SIP covering the reporting period was reviewed and amended in July 2021 and was published online. 
 

The Responsible Investment section of the SIP was revised to incorporate the Trustee’s newly articulated climate- 
related investment beliefs, as well as updated beliefs regarding voting and engagement, specifically as they relate to 
climate-related risks. 

 
The Trustee consulted with the Sponsor as well as its investment and legal advisors when making these changes. 

 
The Trustee, following the advice of its investment advisor, may consider further updates to the SIP following the end 
of the reporting period in order to align the Scheme’s governance documentation with best practice 
recommendations of the climate change governance and reporting requirements under the Occupational Pension 
Schemes (Climate Change Governance and Reporting) Regulations 2021 (which is based on the recommendations of 
the Task Force on Climate-related Financial Disclosures (“TCFD”)). These regulations were introduced in 2021 by the 
Department for Work and Pensions (“DWP”), requiring Trustees of pension schemes with assets over £1 billion to 
publish an annual TCFD report to demonstrate compliance. The regulations aim to improve both the quality of 
governance and level of action by trustees in identifying, assessing, and managing climate change as a financially 
material risk and opportunity for pension schemes and their members’ savings. 

 

How the Trustee has met the 
Objectives & Policies Outlined in 
the SIP 

 

1. Investment Governance 
There were no changes to the Scheme’s governance structure over the year to 30 September 2021. The Scheme’s 
governance structure includes the role of the ICFC, the role of the Investment Executive, and the way in which the 
ICFC takes professional advice. 
The ICFC continued to receive training on relevant topics from its actuarial, investment and legal advisors and its 
investment managers (as appropriate). The ICFC also monitored the Scheme’s managers on a quarterly basis using 
reporting provided by their investment advisors as well as attending “manager days” in which they speak directly 
with the managers on matters including performance, investment strategy, investment process, responsible 
investment, stewardship and engagement. As well as ongoing training through the quarterly meeting cycle, training 
also includes two separate annual training days and bespoke training for new Trustee Directors. 
The Competition and Markets Authority (“CMA”) requires trustees of occupational pension schemes to set strategic 
objectives for the provider of their investment consultancy services. As such, the ICFC have agreed investment 
advisor objectives against which they score its investment advisor on an annual basis. Over the period, the Trustee 
used qualitative and quantitative evidence to score its advisors against a range of areas including: demonstration of 
added value; delivery of specialist services; proactivity of advice; support with management and compliance; and 
relationship and service standards. 
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The Trustee is satisfied that the investment governance processes in place for the Scheme are consistent with the SIP 
and are appropriate for the circumstances of the Scheme. 

 
2. Investment Strategy and Risk Management 
The Trustee keeps the investment strategy under review with its advisors and accordingly made the following key 
changes to the DB investment strategy over the period. 

1. Following the results of the triennial actuarial valuation which left the Scheme fully funded on the Self- 
Sufficiency (gilts + 0.25%) basis, the Trustee agreed two changes to the Scheme’s funding objectives: 

a. Given the Scheme’s Self-Sufficiency basis is gilts + 0.25%, the Trustee agreed to maintain this as 
the primary funding objective for the Scheme, whilst amending the wording to “maintain” rather 
than “reach” full funding on this basis. 

b. The Trustee agreed a secondary objective to target full funding on a Solvency (buyout proxy) basis 
by 2031. A target date of 2031 was chosen as this was agreed to be achievable based on the 
Scheme’s other objectives whilst reducing reliance on the Sponsor in the long term. 

2. In line with the secondary objective to target buyout, the Trustee agreed to invest £200m of excess 
collateral from the LDI portfolio into the Scheme’s Absolute Return Bond (“ARB”) mandates. Specifically, a 
£139m investment into the mandate managed by Federated Hermes and £61m into the mandate managed 
by PIMCO. This decision was taken as it allows the Scheme to more efficiently use collateral, maintain risk 
and slightly increase investment returns, whilst retaining sufficient net collateral to fund potential future 
buy-ins. The transition was implemented in early July 2021. 

 
For the year under review, the Scheme had a target asset allocation of 45% LDI, 50% Liquid and Semi-Liquid Credit, 
1% Illiquid Credit and 4% Illiquid Market Strategies. These metrics are reported to the Trustee on a quarterly basis 
and where the metrics move outside of target, a discussion around whether to rebalance is triggered at the quarterly 
Trustee Board meeting. Over the period, the Scheme’s DB assets remained within the +/- 5% ranges of the target 
asset allocation. 

 
As the Scheme is well funded on a prudent basis, it is able to pursue a low-risk strategy that seeks to maintain its 
current strong position and to hedge unrewarded risks, such that the dominant investment risk is investment grade 
credit risk, which is run in order to target asset out-performance over gilts. The Scheme hedges its interest rate and 
inflation risk arising from pension liabilities - on the primary gilts + 0.25% basis - and currency and US interest rate 
risk arising from its credit assets. The Scheme maintains a high degree of liquidity in its asset allocation, especially as 
most assets are either gilts or other liquid credit assets. 

 
In accordance with the SIP, the Scheme’s progress vs. its strategic objectives is managed and monitored using a 
Pensions Risk Management Framework (“PRMF”), which is prepared by the investment advisor and is reviewed by 
the Trustee on at least a quarterly basis. Over the period, the Trustee used the PRMF to monitor various risks as 
outlined in the SIP, and in particular to ensure that: 

• The expected return on investments was close to the return required to meet the primary funding objective 
of maintaining full funding on a prudent gilt +0.25% basis. 

• The expected return on investments was monitored versus the required return to reach full funding on a 
Solvency basis by 2031. 

• Investment risk (including that which arises due to mismatch between assets and liabilities) was being kept 
below agreed levels. 

• The Scheme’s hedging strategy remained in line with the agreed proportion of the Scheme liabilities. 
• The Scheme maintained suitable liquid assets such that the Scheme would not be forced to sell return- 

seeking investments to pay member benefits or meet potential collateral calls. 
• The level of diversification within the investment strategy remained sufficient. 
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The Trustee confirms that these targets were adhered to over the period. 
 

For completeness, and as set out in the SIP, the Trustee continued to consider all three of its bespoke illiquid assets (a 
Scottish Limited Partnership asset-backed funding arrangement (“Orelle”) and two buy-in policies) when 
determining the target investment strategy. Specifically, as part of the Investment Strategy review conducted over the 
period, the Trustee considered the best way to model and incorporate the Orelle agreement in line with the Scheme’s 
newly defined primary and secondary funding objectives. This, and the two buy-in policies, will continue to be 
included in all analysis where applicable going forward. 

 
The Trustee continues to monitor efficient use of collateral within the Scheme’s portfolio through the liquidity 
waterfall process agreed in February 2020. This is a formal process for rebalancing the Scheme’s assets between the 
primary (Liability Driven Investment or “LDI” portfolio) and secondary (absolute return bonds) sources of collateral. 
The rationale is to implement a process that improves collateral efficiency by helping to increase returns on the 
available collateral and reducing the time necessary to raise primary collateral to meet any shortfall that may arise in 
the LDI portfolio. Over the period, the liquidity waterfall process was formally reviewed, and the rebalancing 
thresholds updated to allow for investment strategy changes and market movements. This review was the first of its 
kind, to be completed annually. 

 
The ICFC receives quarterly reporting from its investment advisor on the performance of its managers against their 
objectives as well as detailed risk analysis on the Scheme’s overall position against its objectives. 

 

As set out in the SIP, over the period the Trustee maintained a risk log (overseen by the Finance, Audit and Risk 
committee) which was used to track any risks identified, quantify them and outline any mitigations put in place – this 
was reviewed at each Trustee / Committee meeting. In addition, over the period, the Trustee continued to assess the 
ongoing strength of buy-in counterparties – to do this, the Trustee monitored developments in the counterparties’ 
Solvency II capital requirement ratios (in absolute terms and relative to peers), which was done through the review 
of 6-monthly monitoring reports provided by Aon on the buy-in counterparties. 

 
The Trustee is satisfied that the implementation of the investment strategy and risk management for the Scheme is 
consistent with the SIP and is appropriate for the circumstances of the Scheme. 

 
3. Asset managers (reviews, selection and implementation) 
Over the period, no new mandates were selected and implemented within the Scheme’s DB Section. Nevertheless, the 
Trustee continued to monitor and review its pre-existing investments. The Trustee also monitored the extent to 
which its managers and providers adopt the TCFD reporting and adhere to principles of responsible investment more 
broadly, as set out in the appendix. 

 
As part of the Scheme’s ongoing project to better integrate ESG into the DB investment strategy and decision-making 
process, the Trustee agreed to explore climate-related enhancements to the Scheme’s segregated credit mandates 
managed by LGIM and Capital Group. Prior to this decision, the ICFC received training from their investment advisor 
on the climate-related investment opportunities available to the Scheme, highlighting that from these opportunities 
the enhancements with LGIM and Capital Group would be most applicable to the Scheme at this point given its 
existing objectives and constraints. 

 
Over the period, the Trustee met with LGIM who presented their ‘Climate Aligned’ approach. This is a forward- 
looking approach which looks to reduce the implied temperature increase of the Scheme’s Buy & Maintain portfolio 
whilst avoiding stranded assets, using metrics generated by LGIM’s proprietary ‘Destination’ tool. After seeking 
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guidance and formal advice from its investment advisor, the Trustee agreed to progress with this approach. 
Implementation is due to be completed following the end of the period covered by this statement. 

 
As per the Trustee’s request, the Scheme’s investment advisor continues to work collaboratively with Capital Group 
on a climate-related enhancement proposal to be taken to the ICFC for approval following the end of the Scheme year 
covered by this statement. 

 
The ICFC continued to meet the Scheme’s managers on a regular basis through ‘Investment Manager Presentation 
Days’ which provide the ICFC with the opportunity to ask questions to ensure that the managers invest in line with 
the Scheme’s SIP. Three such Presentation Days were held over the period. In October 2020, the ICFC met with LGIM 
and Capital Group, to discuss the LDI and Buy & Maintain portfolios and US Long Duration Credit Fund respectively. 
In February 2021, the ICFC met again with LGIM to discuss their ‘Climate Aligned’ approach to the Buy & Maintain 
portfolio, as described above. 

 
Finally, in September 2021, following the Trustee’s decision to investment £200m of excess collateral in the Scheme’s 
LDI portfolio across the Scheme’s ARB managers, the Trustee met with Hermes and PIMCO. The presentations 
covered an update on the managers investment strategy, market outlook and how they incorporate ESG into their 
investment strategies. 

 
Informed by the views of the ICFC, the Trustee was confident that the strategies and decisions of all the invited the 
asset managers were consistent with the Scheme’s SIP. 

 

The 2020 annual review identified two possible fee savings opportunities for the LGIM segregated LDI and Buy & 
Maintain portfolios. Following this, the Scheme's investment executive was able to negotiate fee reductions for each 
mandate in the period covered by this statement. The Trustee also continues to review the fees paid to all the 
Scheme’s managers in order to ensure the Scheme pays fees in line with, or better than, market standard for each of 
their mandates. The annual review is due to be concluded shortly after the end of the reporting period covered by 
this statement. 

 
The Trustee continues to monitor each of the Scheme’s managers against the ‘Mandate Monitoring Framework’ – a 
series of quantitative and qualitative triggers pre-agreed by the ICFC for reviewing each of the Scheme’s Illiquid 
mandates. The Trustee is comfortable that over the period all mandates continued to meet the agreed criteria, by 
playing both a strategic role in the portfolio and performing in line with the agreed benchmark or peer group. 

 
The Trustee has also received information relating to cost transparency and portfolio turnover for each of its asset 
managers over the period, this has been included in the appendix for completeness. The Trustee confirms that these 
metrics are in line with expectations and that no further action is required. 

 
The Trustee confirms that its policies with regards to selecting, implementing and monitoring of its asset managers as 
set out in the SIP have been appropriately followed throughout the period. 

 
4. Responsible Investment 

a. Environmental, Social and Governance (“ESG”) Considerations 
Over the period covered by this statement, with assistance from its investment advisor, the Trustee has undertaken a 
project to better integrate ESG into the DB investment strategy, monitoring and decision-making. The project will 
continue into the next reporting period, with the Trustee actively looking at ways to better measure and manage the 
Scheme’s emission metrics and climate risk. 
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The project began by defining and articulating the Trustee’s responsible investment beliefs. To do so, the Trustee 
completed a survey answering to what extent they would be comfortable adopting eleven climate-related investment 
statements as beliefs. The results of this survey were used to draft a responsible investment beliefs statement which 
was later approved by the Trustee and incorporated in the Scheme’s Statement of Investment Principles. 

 
As part of the project, the Trustee received training from its investment advisor on climate change as a risk to 
investment portfolios and how to respond as an investor – including setting a ‘net zero’ target and the practical 
considerations of achieving this target. The training also outlined the work involved in aligning with the 
recommendations of the TCFD – a new requirement introduced into the Occupational Pension Schemes (Climate 
Change Governance and Reporting) Regulations over the period. 

 
Over the period, the Trustee continued to take account of ESG factors by taking advice from the investment advisors 
when setting the Scheme's asset allocation, when selecting managers and when monitoring their performance. 
Specifically, as described above, the ICFC has worked collaboratively with its investment advisor over the period to 
pursue climate-related enhancements to the Scheme’s segregated credit mandates. 

 
Consideration of climate-related risk was further incorporated into the Investment Strategy Review conducted over 
the period, following the Scheme’s triennial valuation results. Using outputs broadly aligned to the Prudential 
Regulatory Authority stress tests for global warming, the Trustee compared the resilience of each proposed portfolio 
to climate change risk. 

 
The Trustee used ratings information provided by the investment advisors, where relevant and available, to monitor 
the extent to which the Scheme’s asset managers have integrated ESG into their processes (including risks associated 
with climate change). Following the end of the reporting period, carbon analysis of the Scheme’s mandates is due to 
be included in the quarterly monitoring provided to the Trustee. 

 
The Trustee has been working over the period to align with the recommendations of the TCFD, well in advance of the 
regulatory deadline in the aim of producing a voluntary report by the end of Q2 2022. So far, the Trustee has defined 
and articulated its climate-related investment beliefs, considered climate-related risks as part of the investment 
strategy review and began work with the Scheme’s actuary and covenant advisor to understand the resilience of the 
Scheme’s sponsor and liabilities to climate change scenarios. 

 
ESG integration and stewardship continued to be explicit topics of discussion between the Trustee, the investment 
advisors and the Scheme’s asset managers. 

 
b. Stewardship, engagement and voting behaviour 

Direct engagement with underlying companies (as well as other relevant persons) of which the Trustee owns shares 
and debt is carried out by the Scheme’s investment managers. The Trustee’s ability to influence investment 
managers’ stewardship activities depends on the nature of the investments held. As some of the Scheme’s assets are 
invested in pooled funds – where the Trustee holds units in a fund rather than having any direct ownership rights 
over the underlying assets – the Trustee has less scope to influence managers’ stewardship activities although the 
Trustee is still able to challenge/question managers on their engagement practices in order to drive change. Where 
the Trustee has direct ownership of assets through segregated mandates, the Trustee’s ability to influence investment 
managers’ stewardship activities is much greater. 

 
The Trustee’s policy is to delegate responsibility for the engagement with relevant persons, which includes the 
exercising of rights, including voting rights attaching to investments, to the investment managers. Each investment 
manager is expected to exercise voting rights in accordance with their guidelines. The Trustee encourages its 
managers to engage with investee companies and promote adherence to best practice in corporate governance. The 
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Trustee meets its managers periodically, where the managers will present on these activities and the Trustee holds 
the managers accountable to the standards expected from the Trustee. 

 
During the period, the Scheme’s portfolio held no listed equity where stewardship and engagement, including the use 
of voting rights, is most likely to be financially material. Yet engagement is considered to be of importance for all of 
the Scheme’s investment managers; Legal & General Investment Management, Capital Group Companies, Inc, Hermes 
Investment Management Limited, CQS (UK) LLP, Pacific Investment Management Company (PIMCO), Aviva Investors, 
CBRE Global Investors and Equitix. 

 
The following investment managers of the Scheme are signatories of the UK Stewardship Code; Capital Group 
Companies, Inc, Hermes Investment Management Limited, Aviva Investors, Legal & General Investment Management 
and CQS. The code sets out a clear benchmark for stewardship as the responsible allocation, management, and 
oversight of capital to create long-term value. These managers have confirmed there has not been any non- compliance 
with the principles of the Code and the Trustee is confident that they provide good quality and transparent reporting 
of their approach to stewardship. There are no immediate concerns with the fact that the other investment managers 
used by the Scheme are not signatories to the UK Stewardship Code. Further information on how each of the Scheme’s 
managers have followed the stewardship and engagement policies set out by the Trustee, as well as full disclosure on 
which ESG-focused standards, codes and memberships the Scheme’s managers are members of, can be found in the 
appendix. 

 
The Trustee confirms that the stewardship, engagement and voting behaviour policies have all been adequately 
followed over the Scheme year. 

 

Concluding remarks 
 

The Trustee confirms that the policies set out in the SIP have been appropriately followed over the year to 30 
September 2021. 

 
The Trustee will disclose additional information, as appropriate, in next year’s statement, to cover the policy changes 
reflected in the most recent SIP update. 

 

Contact Details 
 

If you have any questions or wish any additional information in relation to this statement, please contact Pensions, 
Secretary to the Scheme at: 

 
Email: siemens@thpa.co.uk 
Post: PO Box 131, Blyth, NE24 9FB 
Telephone: 0203 985 3079 

mailto:siemens@thpa.co.uk
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Appendix 
 
 

1. Cost Transparency 
The Trustee confirms that the costs provided by its managers were within expectations given the nature of each of 
the mandates, and as such, the Trustee is confident that no action is required on the back of these responses. This 
information will continue to be reviewed on an annual basis in case any calls to action arise and is expected to evolve 
over time. 

a. Legal and General Buy and Maintain Credit – For the period 1 October 2020 to 30 September 2021 
the total transaction costs were 0.028%.  

b. Legal and General Segregated LDI – For the period 1 October 2020 to 30 September 2021 the total 
transaction  costs were 0.0273%.  

c. Capital Group Long Dated US Credit – For the period 1 October 2020 to 30 September 2021 the total 
transaction costs were 0.21%. 

d. Hermes Absolute Return Credit Fund – For the period 1 October 2020 to 30 September 2021 the 
total transaction costs were 0.11%. 

e. CQS Credit Multi Asset Fund – For the period 1 October 2020 to 30 September 2021 the total 
transaction costs were 0.52%. 

f. PIMCO Global Libor Plus Fund – For the period 1 October 2020 to 30 September 2021 the transaction 
costs were 0.0485%. 

g. Aviva REaLM Commercial Assets Fund - For the period 1 July 2020 to 30 June 2021 the transaction 
costs were 0.0004%.  

h. Aviva REaLM Ground Rents Fund – For the period 1 July 2020 to 30 June 2021 the transaction 
costs were 0%.  

i. CBRE UK Property Fund – For the period 1 October 2020 to 30 September 2021 the transaction costs 
were 0%. 

j. Equitix Fund III – For the period 1 October 2020 to 30 September 2021 the transaction costs 
were 0%. 

k. Farm Holdings (managed by Savills (UK) Ltd) – For the period 1 October 2020 to 30 
September 2021 the transaction costs were 1.32% (this includes development fees and 
associated sales costs and is based on the net asset value of holdings as of 30 September) 

 
2. Portfolio Turnover 
The Trustee confirms that the portfolio turnover provided by its managers were within expectations given the nature 
of each of the mandates, and as such, the Trustee is confident that no action is required on the back of these 
responses. This information will continue to be reviewed on an annual basis in case any calls to action arise. 

a. Legal and General Buy and Maintain Credit – The portfolio turnover for the year to 30 September 
2021 was 4.7%.  

b. Legal and General Segregated LDI Fund – Portfolio turnover is not applicable for LDI. 
c. Capital Group Long Dated US Credit – For the period 1 October 2020 to 30 September 2021 portfolio 

turnover was 99.1%. 
d. Hermes Absolute Return Credit Fund – For the period 1 October 2020 to 30 September 2021 

portfolio turnover was 25.3%. 
e. CQS Credit Multi Asset Fund – For the period 1 October 2020 to 30 September 2021 portfolio 

turnover was 76%. 
f. PIMCO Global Libor Plus Fund – For the financial year ending 31 December 2021 the portfolio 

turnover was 375%. PIMCO cannot provide portfolio turnover details for custom time periods, 
however it is not expected to be materially different for the period 1 October 2020 to 30 
September 2021. 
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g. Aviva REaLM Commercial Assets Fund & Aviva REaLM Ground Rents Fund – For both funds the 
manager advised there is very little turnover, e.g. a 99-year ground rent is purchased, then after 50 
years it is extended. 

h. CBRE UK Property Fund – For the period 1 October 2020 to 30 September 2021 portfolio turnover 
was 0%. 

i. Equitix Fund III – For the period 1 October 2020 to 30 September 2021 portfolio turnover was 0%. 
j. Farm Holdings (managed by Savills (UK) Ltd) – For the period 1 October 2020 to 30 September 

2021 portfolio turnover was 0%. 

 
 

3. ESG focused standards, codes and/or industry memberships of the Scheme’s managers 

 
 
 
 
 
 
 
 
 
 
 
 
 

Glossary: 
UN Global Compact – A non-binding United Nations pact to encourage businesses worldwide to adopt sustainable 
and socially responsible policies, and to report on their implementation. 
UNEP FI – The United Nations Environment Programme Finance Initiative is a global partnership established 
between the United Nations Environment Program (UNEP) and the financial sector. 
UK Stewardship Code – The stewardship code is part of UK company law concerning principles that institutional 
investors are expected to follow. Its principal aim is to make institutional investors be active and engage in corporate 
governance in the interests of their beneficiaries. 
UKSIF – The UK Sustainable Investment and Finance Association is a membership organisation for those in the 
finance industry committed to growing sustainable and responsible finance in the UK. 
SASB – The Sustainability Accounting Standards Board is a non-profit organisation founded to develop sustainability 
accounting standards. 
PRI – The Principles of Responsible Investment is a United Nations supported international network of investors 
working together to implement its six aspirational principles. 
IIGCC – The Institutional Investors Group on Climate Change is a leading global investor membership body and the 
largest one focusing specifically on climate change. 
GRESB – Established by a group of large pension funds who wanted to have access to comparable and reliable data 
on the ESG performance of their investments, GRESB has become the leading ESG benchmark for real estate and 
infrastructure investments across the world. 
Ceres – A sustainability non-profit organisation working with the most influential investors and companies to build 
leadership and drive solutions throughout the economy. 
CA100+ – Climate Action 100+ is a five-year initiative led by investors to engage systemically important greenhouse 
gas emitters and other companies to drive the clean energy transition and achieve the goals of the Paris Agreement. 
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4. Managers approach to Stewardship and Engagement 
In addition to requiring its managers to present on stewardship and engagement when the Trustee meets with them, 
the Trustee also requires each manager to produce an annual statement on their approach to stewardship. Direct 
responses from each of the Schemes investment managers, including examples of successful engagement, where 
appropriate, can be found below. 

 
The Trustee is comfortable with the responses from its managers on this matter and is confident that no action is 
required on the back of these responses. This will continue to be reviewed on an annual basis in case any calls to 
action arise. 

 
a. Legal and General Investment Management 

“As one of the world’s largest asset managers, with a long history of corporate engagement on the most material long- 
term ESG issues, we have the scale and ability to make a real, positive impact on the companies in which we invest 
and on society as a whole. ESG values are deeply embedded into LGIM’s culture – and that of the wider L&G Group – 
and are reflected in how we invest our own capital and that of our clients. Our core beliefs are: 

 
1. We have a responsibility to many stakeholders. When we allocate capital, we conduct extensive research 

into potential environmental and societal outcomes. We understand that our capital-allocation decisions 
may have an impact that goes well beyond the concept of shareholder value. In the past, fundamental 
research into a company would focus on its balance sheet and strategy, assessing how this would 
translate into financial returns. We now integrate the external consequences of a company’s strategy into 
our investment decision. For example, greenhouse gas emissions were never part of fundamental 
analysis into companies, but this now has to be embedded within investment processes 

 
 

2. Environmental, social and governance (ESG) factors are financially material. Responsible investing is 
essential to mitigate risks, unearth investment opportunities and strengthen long-term returns for 
clients. From diesel emissions to oil spills, there have been many tangible examples in recent years of 
how failures in the way companies are run can have a harmful, long-term impact on their returns. The 
price-discovery mechanism in markets is not discounting all ESG-related risks fairly, particularly those 
stemming from climate change, in our view, as investors lack the information necessary to do so. This 
creates opportunities. While the collection of hard, empirical data on responsible investing still remains 
somewhat in its infancy, a growing body of academic and industry work indicates that it can engender 
better risk-and-return outcomes. As attention from policymakers and regulators forces change in 
reporting requirements, we expect there to be a much higher correlation between ESG factors and 
market pricing. 

 
 
 

3. We have a responsibility to effect positive change in the companies and assets in which we invest, and for 
society as a whole. To us, this means active ownership and engagement through stewardship and cross- 
asset research. We seek to harness the power of responsible investing to effect positive change, across 
public and private assets. Previously, many investors saw a trade-off between investment impact – for 
society and the environment – and investment performance. However, we believe the financial 
materiality of ESG factors means impact and performance can in fact reinforce each other. As one of the 
largest managers of real assets in the UK, our investments directly support society through the built 
environment and the provision of infrastructure services such as transportation, energy and resource 
efficiency. 
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Example of engagement within B&M Credit: Energy Transfer Partners is an oil and gas distribution company in the US. 
In 2020 we became concerned with managements lack of urgency in addressing balance sheet leverage. We believed 
that management has continued to act in their own best interest when it came to stock/distributions in order to 
protect management compensation. Hence, we sold our positions on a low ‘G’ score. 

 

Example of engagement within LDI: Danske bank has an average ESG profile against its peers, however, is facing 
money laundering allegations, whilst financial penalties associated with this are uncertain. Local regulator fines will 
be minimal but big fines from the DoJ could occur, and in terms of magnitude a wide range has been estimated as it is 
unknown. We believe that the materiality of the fines imposed by the DoJ, could severely affect the bank’s capital 
adequacy, having a material impact for investors. We see Danske as having high ratings downgrade sensitivity 
compared to its peer group, when undertaking a variety of stress test scenarios. We currently have a base case of a 
downgrade to BBB. In addition, COVID-19 means that strong capital is more important than ever for banks and any 
potential hit to capital from AML fines likely to be meaningful. We have engaged with Danske on these issues to 
discuss improvements to compliance systems, AML and company culture. However, we are cautious with respect to 
the size of fines and settlements relating to criminal investigations and class action lawsuits. In addition, the bank 
faces regulatory uncertainty with pending investigations across a number of jurisdictions. These ESG considerations 
have led to downgrade to our fundamental rating for the issuer.” 

 
b. Capital Group Companies, Inc. 

“We are committed to providing better outcomes for our investors and engage with companies and issuers in which 
we invest. We do this to minimise risks to our investments and encourage the responsible allocation and 
management of capital across the investment community, by gaining a better understanding of management teams 
and their values, strategy, and stance on key issues. Where necessary, we advocate for change to protect and enhance 
the value of investments for which we are responsible. Our intensive research and our long-term holding periods on 
average naturally lead our analysts to develop constructive and enduring relationships with companies and issuers. 
Our approach is made more powerful by the fact that our engagement and proxy voting is led by our investment 
professionals, giving consistent messages to companies on areas where we want to see progress. We believe our 
detailed, hands-on, case-by-case approach to engagement serves an especially important role today, when a growing 
portion of the investment vehicles in our industry are designed to take human judgement out of the equation. 

 
In 2020, we conducted more than 700 engagements with over 400 companies specifically on ESG topics. This is in 
addition to the over 20,000 meetings held by investment professionals as part of the fundamental investment 
research. 

 
Most of our engagement involves one-to-one meetings between Capital Group investment professionals and senior 
management. Due to the size of our assets under management and position as one of the world’s s largest active 
managers, we have excellent access to management teams, which provides us with the opportunity to ask direct 
questions and tackle the issues of greatest concern. 

 
Our focus is on issues that have the potential to impact shareholder value. These include, but are not limited to, 
overall strategy, operational performance, capital structure, governance, environmental and social impacts, board 
composition, diversity, executive remuneration, disclosure and transparency, and many more topics that can affect 
long-term results. 

 
We will generally engage in direct dialogue with the companies privately. We believe this is a more effective and 
constructive approach to solving problems and avoids the risk of damage to shareholder value caused by polarised 
public positions. We document any specific ESG goals discussed with organisations and measure progress towards 
those goals. 

Where we disagree with an issuer’s approach, we will usually engage with them directly at first. If direct engagement 
with management has failed and we wish to retain an investment in the holding concerned, we will consider whether 
any other options are available to achieve a better outcome for our investors. This action can take many forms, 
including holding additional meetings with management specifically to discuss concerns, or raising the matter with 
non-executive directors or the issuer’s advisers. This may also include voting against a resolution put to shareholders. 
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We believe it is important to inform management of the reasons behind any decision to vote against management or 
abstain on a vote. 

 
Ultimately, we will divest if we believe engagement is not producing the outcomes necessary to create and sustain 
long-term value. 

 
1. Engagement Example: PG&E 

 
PG&E Corporation and its subsidiary Pacific Gas and Electric Company faced at least 100 lawsuits filed on behalf of 
approximately 4,000 plaintiffs alleging that the company’s failure to safely maintain its equipment resulted in the 
ignition of the 2018 wildfire which killed 85 individuals, destroyed thousands of homes in multiple towns, and 
consumed more than 100,000 acres of land. Our analyst has actively engaged PG&E on strategies to manage ESG 
related risks, specifically, around improving the company’s financial profile to enable the company to raise capital for 
safety improvements, management and governance. PG&E has increased its ESG efforts, improving safety and 
committing to providing affordable clean energy to 16 million customers in California, along with making 
investments in technology, systems and processes to address increasing physical climate risk. Additionally, our 
analyst believes the company is on track to transition fully to renewable energy. 

 
In a further meeting with the CEO and CFO in May 2021, our analysts and ESG team encouraged PG&E to use power 
shutoffs to reduce the wildfire risk when needed and suggested enhanced disclosure of relevant ignitions metrics for 
investors. 

 
2. Engagement Example: Chevron 

 
Capital Group has been engaging with Chevron for over several years. Our lead engagement has been on its strategy 
for the energy transition. In a meeting last year, Capital Group’s head of ESG investing Matt Lanstone and ESG senior 
manager Rob Beale challenged Chevron to bring more clarity to its energy transition strategy and encouraged it to set 
medium- and longer-term targets for emissions reduction. Chevron subsequently announced additional targets in its 
climate strategy in March 2021. 

 
The company outlined three action areas: 
i) lower carbon intensity in a cost-efficient manner 
ii) increase renewables and offsets in support of its business 
iii) invest in low-carbon technologies to enable commercial solutions 

 

As part of its efforts to reduce upstream emissions intensity, Chevron set targets for 2028 to reduce CO2 emissions 
for oil, gas and methane from 2016 levels. While these were an improvement on its previous 2023 targets, setting 
medium-term goals does not give investors a clear pathway to long-term expectations. In a further meeting in April 
2021, we expressed our views on the appropriateness of these targets, and our expectations to see continued 
progress.” 

 

c. Hermes Investment Management Limited 
“Equity Ownership Services at Federated Hermes (“EOS”) is a world-leading stewardship service provider. EOS’s 
constructive engagements with corporate boards and executives on environmental, social and governance and 
strategic issues enable investors to be more active owners of their equity and fixed-income assets, supporting 
stronger financial performance and better outcomes for society. 

 
EOS spearheads collaborative engagements with investors worldwide and its expertise has been called upon to help 
develop stewardship codes in developed and emerging markets. Known as an industry leader in working with 
investors to change companies for good, from within, EOS continues to evolve best-practice stewardship. 

 
1. Engagement Example: Vale  

EOS started engaging with Brazilian miner Vale on board composition and succession in 2019. As the company 
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was transitioning from concentrated to dispersed ownership, the board succession model, based on nominations 
by the controlling shareholders, which prevails in most Brazilian companies, was not fit for purpose. We raised 
our concern with the chair, emphasising the importance of implementing a structured approach to board 
nomination, based on a skills matrix aligned with the strategic pillars and a board evaluation. Subsequently, we 
engaged with the independent directors, the chair and the deputy chair on best practice in board composition and 
succession, led by a formally established, majority independent nomination committee. We highlighted that 
engagement with investors and other stakeholders is a key component of the board nomination process. 

In Q3 2020 the company created a nomination committee and committed to implementing a structured board 
succession process, in line with international best practice, aiming for the 2021 board election. In Q4 2020, we 
expressed our expectations to the nomination committee, for a majority independent board with a diverse range 
of skills, experiences and personalities, an independent chair and the elimination of the role of alternate director. 
The nomination committee published its report in Q1 2021, outlining the target skills matrix, the search 
procedure and the 12 nominees, in line with our expectations, which warranted our recommendation for their 
election. A group of investors requested that the election be held under the cumulative voting system and 
presented four alternative candidates, who were elected together with eight of the nominees selected by the 
nomination committee.  

 
2. Engagement Example: ArcelorMittal 

 

One of the world’s leading integrated steel and mining companies. ArcelorMittal is the largest steel producer in the 
Americas and Europe, second largest in Africa and the sixth largest steel producer in the CIS region. It has a 
combination of integrated and mini-mill steel making facilities. 

 
The company faces challenges from environmental policies including EU ETS phase IV and the policy uncertainty 
related to a carbon border adjustment mechanism. EOS has engaged on climate change strategy including the scope 
for setting science-based targets. Recent progress in climate change commitments: 

• Formal net carbon neutral target for 2050 and reduction of emission by 30% by 2030 for the European 
operations 

• Piloting low-carbon technology options – Smart Carbon (CCS, circular carbon and clean electricity), and DRI 
moving from natural gas to hydrogen as the key reductant in ironmaking 

• Disclosing in line with TCFD recommendations including scenario analysis assessment 
 
 

EOS is engaged with the company on health and safety concerns: Health and safety is a key ESG challenge for 
ArcelorMittal as a steel and mining company. In addition, the company acquired Ilva (subsequently renamed 
ArcelorMittal Italia) which will need a turnaround on environmental and health and safety performance. EOS is also 
engaged on governance issues such as management-level diversity which falls below peer average – the company has 
since announced new diversity targets and set a target for doubling the percentage of women in senior management 
positions to 25%.” 

 
d. CQS (UK) LLP 

“The integration of stewardship and ESG factors into our investment approach is critical to assessing risk and 
identifying value and investment opportunities, generating the best possible returns for our Clients, as well as leading 
to sustainable benefits for the economy, the environment and society as a whole. An active approach to stewardship, 
including environmental awareness, social responsibility and commitment to good governance is at the heart of CQS’ 
culture, business ethics and shared Firm values. This comes from a belief in deep, thorough fundamental analysis to 
price and trade risk across various asset classes, geographies, sectors and individual issuers. We believe that our 
disciplined, robust and repeatable investment process allows us to invest in the right businesses or asset pools, and 
accurately determine relative value to achieve Client objectives and expected outcomes arising from the use of their 
capital. ‘Total portfolio thinking’ incorporates seeking long-term absolute returns based on risk, return and 
consistent goals. As such, an active approach to stewardship and the careful consideration of ESG factors play a core 
part in our investment approach. We do this through adherence to our Stewardship Policy and by following our five- 
stage ESG process. Engagement and internal analysis is crucial. In engaging with companies we seek to make our 
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approach clear, a failure to address the issues raised may ultimately impact their cost of capital. 

 
1. Engagement Example: First Quantum 

 
First Quantum are in our targeted engagement programme and we’ve been engaging with them for a while on carbon 
emissions disclosure and targets. We requested that the company set TCFD aligned emissions targets, as well as 
energy usage, and water stress which are standardised to output to allow for growing production volumes. In the 
aftermath of our engagement, the company published a Climate Change Position Statement to set appropriate targets 
on absolute emissions during 2021 and subsequent years and commitment to integrate an internal carbon price into 
project analysis. In their Q2 2021 earnings announcement, they included an ESG section with emissions’ savings data 
for the first time. Targets are expected to be announced in Q4 2021 and we will continue to engage with them on this. 

 
2. Engagement Example: Douglas 

 
Douglas currently provides little to no disclosures on its social policies. On a group investor call, a CQS analyst posed 
questions to gain further clarity on the company’s social policies and targets (employee engagement channels, 
accident tracking, data security and Scope 1-3 emissions). The company indicated that they do not currently have a 
framework in place to monitor common social KPIs, and are in the process of building a framework that will begin 
reporting in mid-2022. This then prompted related questions from other investors on timeline – we hope this will 
speed up its reporting initiatives in line with the industry standard and will continue to engage.” 
 

e. Pacific Investment Management Company LLC (PIMCO) 
“Stewardship is the responsible allocation, management and oversight of capital to create long-term value for clients 
and beneficiaries leading to sustainable benefits for the economy, the environment and society. We see stewardship 
as a critical element of our broader approach to ESG (Environmental, Social and Governance) investing. These are 
essential to deliver on our clients’ financial objectives, to maintain our high performance culture by engaging top 
talent and to support long-term, sustainable economic growth globally. As fixed income managers, we focus our 
stewardship efforts in engaging collaboratively with issuers to drive positive impact. 

 
As stewards of capital, we believe PIMCO’s size, scale and history as a premier fixed income manager give us a special 
platform to engage with issuers, help lead the industry and drive positive change. Engagement is an essential tool for 
delivering impact for investors, markets and society. But engagement is not just about partnering with issuers that 
already demonstrate a deeply unified approach to sustainability commitments, but those with less advanced 
sustainability practices. This can be a direct way for PIMCO to influence positive changes that may benefit all 
stakeholders, including investors, employees, society and the environment. 

 
We aim to have an industry-leading engagement program among fixed income asset managers. By investing across a 
diverse asset class and group of issuers – including corporates, municipalities, sovereigns and others – we believe 
PIMCO is ideally positioned to drive meaningful change. 

 
As one of the world’s largest bond holders, we remain deeply committed to engaging with issuers to drive meaningful 
change on sustainability dimensions. We recognize that engagement is an essential tool for delivering impact in ESG 
investing, and remains a critical component of PIMCO’s ESG process. 

 
1. Engagement Example: Vistra Energy 

 
Vistra, the Texas-based electricity generation company, appeared in a previous PIMCO ESG Investing Report, and 
since then we have maintained regular dialogue as part of the Climate Action 100+ (CA100+) engagement initiative 
where we co-lead the outreach to this issuer alongside BMO Global Asset Management. 
 
PIMCO has continued to emphasize best practices in terms of climate strategy and disclosure, including the 
importance of ratcheting up their carbon target and elaborating on their shift away from fossil fuels and their 
governance for climate change. 
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Following this, Vistra announced in September that they are revising their climate goals and now aim to reduce by 
60% (versus 50% previously) their CO2 emissions by 2030 versus 2010 levels and have a long-term objective to 
achieve net zero carbon emissions (versus 80% with an aspirational goal of net zero previously) by 2050. They also 
fleshed out various incremental supportive measures that suggest a potential acceleration in their low-carbon 
strategy, such as increased investments in solar and storage, and planned retirement of coal plants. 

 
2. Engagement Example: Dell 

 
Dell’s responsible sourcing practices are improving, with a focus on sustainable rights. PIMCO engaged Dell on labor 
rights issues in their supply chain, including compliance on working hours and response and investigation on forced 
labor disputes. We encouraged the company to disclose supplier audit coverage and assurance progress for conflict 
mineral sourcing, including sub-tier suppliers, and make public commitments to 100% Responsible Minerals 
Assurance Process (RMAP) for conflict mineral sourcing. Dell confirmed their audits cover much of their supply chain. 
The issuer also updated disclosure on RMAP-conformant supplier list to maintain transparency. 

 
Over the longer term, Dell is working to achieve 100% RMAP conformance for conflict mineral such as tin, tantalum, 
tungsten, gold and cobalt in 2021. PIMCO will continue to engage with Dell on supply chain transparency and 
traceability.” 
 

f. Aviva Investors 
“Aviva Investors believes it should act in a manner consistent with its role as long-term stewards of its clients' assets. 
We maintain a deep conviction that environmental, social and governance (‘ESG’) factors can have a material impact 
on investment returns and client outcomes. We believe that being a responsible financial actor means our investment 
approach must support, and not undermine, the long-term sustainability of capital markets, economies and society. 

 
Consistent with our belief that Responsible Investment factors can have a material impact on long-term investment 
returns, Aviva Investors Real Assets (‘AIRA’) aims to create and maintain value for its clients by integrating 
Responsible Investment considerations into its investment decisions and management processes. Our fiduciary duty 
to our clients is, therefore, consistent with our broader objective of making a positive contribution to society which 
we aim to meet by acting as an active investment manager and responsible asset owner. 

 
AIRA has put in place a Real Assets Responsible Investment Policy together with supporting Operating Procedures 
with the intention of promoting Responsible Investment, mitigating ESG risks and improving the performance of its 
clients’ investments over time. Implementation of Responsible Investment practices occurs throughout the 
investment process. The specifics of these practices depend on the type of investment being considered and the stage 
of the investment process. 

 
AIRA does not, in normal circumstances, apply rigid ESG negative screens, beyond what is required by law. Our 
preference is to allow for unconstrained investment exposures provided a robust risk management framework is 
employed. We adopt the same approach for Responsible Investment risks. In addition, AIRA may apply bespoke 
Responsible Investment screens for specific investment strategies where driven by client requirements. Our ability to 
make a positive impact will also be considered. 

 
We do not consider that such an approach restricts asset availability; rather it is an integral part of the investment 
process through origination and outgoing asset management and monitoring appraisal that enables us to ensure that 
we invest in assets that are sustainable for the whole of their life cycle. 

 
Sustainability issues are considered on all acquisitions. Issues are identified during the due diligence and purchase 
process and monitored, and remedied if necessary, throughout the investment period. AIRA seeks to invest in assets 
and make improvements as required, rather than screen out underperforming assets. This is how we increase the 
overall ESG improvement and is a fundamental part of what we consider to be Responsible Investment. 

 
During the due diligence phase, rigorous consideration should be given to the potential Responsible Investment 
implications of the potential investment across the asset’s expected lifecycle. AIRA obtains, where relevant and 
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available, environmental and health and safety certifications from key suppliers, with the aim of identifying risks and 
opportunities. Any gaps identified in the due diligence of suppliers is managed through the Asset Management 
process. Enhanced due diligence may be required and will include advice from the GRI team. 

 
All investment decisions are subject to the broader framework of policies, procedures, governance structures and 
controls across Aviva Investors, and the investment mandates which are agreed with our clients. Responsible 
Investment factors will be taken into account by the relevant approver(s) and investment decision maker(s).” 

 
1. Engagement Example: Aviva REalM Commercial Assets Fund - Marston’s Estate Limited  

“During the Covid-19 lockdown, supporting our tenants has been key. Marston's Estate Limited (Marston's) lease 
eight of our public house assets. During the lockdown period, they have been undertaking a number of initiatives to 

reduce energy consumption across sites. This has avoided unnecessary costs to tenants and reduced greenhouse gas 
emissions. 

 
At the start of the lockdown period, Marston's undertook an exercise to review the building management systems 
(BMS) at all sites. Consumption data from the systems was interrogated to understand opportunities for energy 
efficiency, and energy savings initiatives were implemented as a result. These included the closure of refrigeration 
systems and reductions in the running time of heating ventilation systems. Marston's recorded a 50% reduction in 
energy consumption upon initial closure of their sites, with a further 20% reduction achieved at the end of the Covid- 
19 lockdown period. Further environmental and cost savings have been achieved through changes to the waste 
services across Marston's sites, which were suspended during the lockdown period. This has helped to significantly 
reduce costs to tenants. 

 
During the re-occupation of sites, Marston's is actively ensuring that their assets continually deliver both energy 
savings and financial savings for tenants. All building management system controls are currently being revised to 
ensure they remain as efficient as possible whilst energy demand increases. Furthermore, Marston's has been 
actively adjusting the waste services to ensure collection is only undertaken when necessary. Avoiding these 
unnecessary costs helps to ensure our tenants remain financially stable. This creates stability in our leases by 
maintaining revenue within the fund, thus minimising risks to our investors.” 

 
2. Engagement Example: Aviva REaLM Ground Rents Fund - Mainstay Residential 

 
“Reliable and high-speed internet connection is critical for businesses, people and local communities. Enhancing 
connectivity is high on the political agenda, and countries are investing heavily to meet the growing demand. Digital 
infrastructure is becoming one of the most valuable features of our assets. 

 
Mainstay Residential is working with a number of suppliers to deploy fibre optic broadband across our assets. Fibre 
optic broadband offers faster, more reliable internet connection than the alternatives. High speed fibre is now 
available for 10,000 leaseholders and is at various stages of installation for an additional 3,000 leaseholders across 
the fund. In an increasing number of buildings, we are able to offer two or three fibre providers, creating choice for 
our leaseholders. 

 
Fibre optic broadband is expected to have various economic benefits by providing enhanced connectivity. These 
include improving employee productivity which helps to increase businesses' turnover. Improved communication 
channels also facilitates remote working and can create employment opportunities. This has become vital in recent 
months as the coronavirus pandemic shifts traditional working environments. Upgrading our assets with resilient 
and fast access to data will make them more attractive for tenants. This increases our assets' value, whilst 
contributing to local economic development. 

 
With enhanced broadband access, social benefits are also anticipated. Fibre optic broadband reduces the digital 
divide and eases communication with friends and family. The coronavirus lockdown demonstrated the importance of 
being able to connect to work, family and online social events. Results from a UK Government evaluation showed that 
upgrading homes to a superfast broadband uplifted well-being, equiva lentto £222.25 per year for the average 
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premise. Our investment in more reliable infrastructure adds significant social value to our assets by minimising 
loneliness and social isolation. This focuses on occupier well-being and strengthens our tenant-landlord relationship, 
creating stability in our leases.” 
 
The above engagement examples have been challenged by the Trustee on the basis that they only explain how 
suppliers / property management companies are working with underlying tenants, rather than explaining how the 
manager themselves have used their influence to engage and drive positive changes. Following discussions with 
Aviva, the Trustee understands that the nature of engagement that Aviva conducts is different to the Scheme’s other 
allocations as for Aviva’s Real Estate Long Income (RELI) Funds, that Siemens are invested in, the leases are almost 
exclusively Full Repairing and Insuring (FRI) leases, where the tenant has responsibility for the maintenance and 
insurance of the asset. Subsequently, Aviva cannot implement any ESG measures themselves and can only actively 
engage with tenants across the portfolio to make them aware of how they can make the assets more efficient from an 
ESG perspective. The Trustee has asked for a specific example of how Aviva have engaged with tenants in the manner 
previously described – the below information was provided: 
 
“We work closely with tenants to identify opportunities and improvements in building performance. The Hinckley 
Hub redevelopment achieved a BREEAM ‘excellent’ rating by incorporating a number of energy saving initiatives 
including installation of solar photovoltaic panels, LED lighting, and a more efficient heat and power boiler to reduce 
energy usage and minimise GHG emissions. 
 
Relocation to Hinckley Hub enabled Hinckley and Bosworth Borough Council to reduce its GHG emissions by 25.5% 
in 2016, exceeding its original emission reduction target of 20%. The Council declared a climate emergency in 2019 
and are working to achieve carbon neutrality by 2030. The Council have also recognised that occupying more energy 
efficient buildings is key to achieving their climate goals. 
 
Further opportunities for reducing emissions were discovered through engagement with the tenant, potentially 
improving the operational performance of the asset.” 
 
The Trustee is comfortable with the responses provided by Aviva in light of the follow-up conversations that were 
conducted. The Trustee also notes that given an orderly sale of the Aviva holdings is currently being explored, then 
any shortcomings in this area are likely to be immaterial in terms of outcomes for the Scheme. 

 
g. CBRE Global Investors 

“CBRE Investment Management seeks to deliver sustainable real asset solutions through our strategies, including 
direct real estate investment. We have the responsibility and opportunity to enhance the sustainability of the 
environment, the well-being of people and to positively influence our operating partners, occupiers, supply chain and 
industry. Our Sustainability Vision recognises that ESG factors are fundamental to our business and to driving long- 
term outperformance in the real assets portfolios we manage. We seek to implement our Vision through our 
stewardship, including engaging with the companies we interact with. 

 
For direct real estate investment stewardship is therefore primarily centred around engagement with the occupiers 
of the properties within the portfolios we manage. Our approach to engagement is very different from other forms of 
investment, particularly listed securities investment. CBRE Investment Management, and our property managers on 
our behalf, engage with tenants on an ongoing basis on a variety of topics, including sustainability. In the UK, we 
operate a Customer Relationship Management programme for the 50 largest tenants across our UK holdings. We 
engage with all tenants at least once during the course of a 12-month period. 

 
Due to the Siemens UK Property portfolio being in sell down since March 2017, for the period 1 Oct 2020 to 30 Sep 
2021 there were only 3 properties and 2 tenants remaining. Consequently, we do not have any examples of successful 
engagement. However, we are in the process of negotiating a new lease with B&Q at the property in Newton Abbot. 
The potential new lease includes “Green Lease Clauses”. These relate to sharing energy data, not reducing the energy 
efficiency of the building, and obligations to liaise with the Landlord to improve sustainability.” 
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h. Equitix Investment Management Limited 
“The responsible stewardship of critical infrastructure assets is central to Equitix’s investment thesis. As an active 
asset manager Equitix is continuously engaging with project companies to ensure smooth operations while driving 
outperformance and optimisations. 

 
Sustainability and Responsible Investment are embedded into the Equitix ethos and, accordingly, its processes. 
Equitix defines Responsible Investment as having an awareness of the impact that Equitix's investment decisions 
have on the planet and local communities. Responsible Investment is a core component of how Equitix manages its 
funds as part of its overarching Equitix Sustainability Framework. 

 
 

Equitix defines Sustainable Investment as being aware of and aiming for the long-term positive consequences of 
investment decisions made. As long-term investors, both responsible and sustainable principles are at the heart of 
Equitix's investment process. 

 
Equitix believes that responsible investment materially impacts the value of portfolio companies, and robust 
governance combined with the active management of environmental and social responsibilities enables the reduction 
of risk and creation of lasting value. 
 
Equitix takes an active approach to the management of assets throughout the entirety of the fund’s long-term lifespan 
to identify where optimisations can be made to improve returns. Equitix commits to doing so in a way which aligns 
with recognised responsible investing principles, as the firm has articulated through its core values of partnership, 
excellence and trust, as well as its signatory status to the UN-supported Principles for Responsible Investment (PRI) 
since 2011.  
 

1. Engagement Example: Declined Deal  
 
“A solar farm was under consideration; however the offtake of the power was to solely power an oil refiner. Whilst the 
investment was the renewable asset, as part of the value chain analysis under Task Force on Climate-related Financial 
Disclosures, Equitix chose not to move forward with the investment for ESG reasons.”  
 

2. Engagement Example: Turnaround Opportunity  
“As natural gas is being phased out in the UK, Equitix has been considering midstream pipeline opportunities which 
are currently natural gas to convert to hydrogen fuel as this fuel comes online. Only some polycarbonate pipes are 
conductive to the transfer of use”.  
 
The above engagement examples were challenged by the Trustee on the basis that they were more akin to examples of 
exclusion or investment. The Trustee requested additional examples which more clearly demonstrated how Equitix 
have used their influence as an asset owner to engage with invested companies in order to drive better outcomes. The 
following two examples were provided:  
 

3. Engagement Example: Project Tuscan 
 
“The hospitals within the PPP portfolio have some of the most advanced facilities in the Tuscany healthcare system, 
with energy efficiency measures in place which lead to c.700 tonnes of carbon dioxide avoided annually. Solar panel 
installations across the rooftop areas of the carports and parking areas provide an annual renewable energy 
generation capacity of 1.4MW. A moving bed biofilm reactor (MBBR) process is in place to treat around 80 million 
litres of waste water produced by the portfolio sites annually. The MBBR process efficiently removes biochemical 
oxygen demand, ammonia and nitrogen from the waste water. 
 
To oversee a culture or workplace safety, the board of directors of the SPV (Equitix holds all Board seats on the SPV for 
Project Tuscan) has named a dedicated independent consultant for HSE matters according to Italian law in order to 
monitor compliance with HSE requirements, conduct sample audits and report to the SPV board twice a year, or as 
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required. The SPV has named a voluntary Supervisory Board (composed of 3 members), according to Italian law 
231/01, aimed at establishing an appropriate organisation and management model to prevent offences and felonies, 
and strengthen the SPV’s governance. The SPV also adopted a company Code of Conduct and implemented a 
confidential communication channel for Whistleblowing.” 

 
4. Engagement Example: Barcelona Metro 

 
“The concessionaire, L9T4 & L9T2 & L9M has set environmental objectives such as 5% reduction of office water, 
electricity usage and paper. Both L4T4 & L9T2 have Management Systems certifications that focus on managing 
related risks, namely ISO 14001: Environmental Management System, ISO 45001: Health & Safety Management System 
and EMAS. 
 
In practice, regular ESG-related monitoring has been undertaken where necessary. For example, monthly monitoring 
was conducted during the construction phase to measure noise pollution and the potential impacts that this could 
have on the neighbouring community. No mitigation measures were needed. 
 
In 2021, L9T2 & L9T4 obtained a second party opinion (SPO) from ISS ESG on the use of proceeds from a Green Loan 
in a re-financing of the project. The SPO considered that the project came within scope of the ‘Clean Transportation’ 
category, as defined by the International Capital Markets Association (ICMA) Green Loan Principles (GLPs). The SPO 
identified that proceeds from the Green Loan make a limited contribution to the United Nations Sustainable 
Development Goals (UN SDGs) 7 (affordable and clean energy) and 13 (climate action). 
 
LT92 & L9T4 has committed to reporting annually on the environmental impact of the stations until the end of the 
loan term through an Environmental Declaration, which will be verified by an independent third party.” 
 
Although the Trustee notes these examples provide a better overview of positive changes which are taking place 
within the portfolio; however, these were again challenged by the Trustee on the basis that it was still not entirely 
clear what role engagement from Equitix played in the delivery of these positive changes.  
 
In response to this challenge, Equitix noted that they recognise increasing investor appetite to understand the ESG-
related impacts of invested capital, including for those funds falling out of scope from a regulatory reporting 
perspective. As such, Equitix is introducing a programme of case study collection on material ESG issues across 
invested assets and projects starting in January 2022.  
 
The Trustee is encouraged by the fact that Equitix are dedicating additional resources to more formally document 
their approach to engagement going forward.  The Trustee also notes that given an orderly sale of the Equitix Fund is 
currently being explored, any shortcomings in this area are likely to be immaterial in terms of outcomes for the 
Scheme. 
 

i. Farm Holdings (managed by Savills (UK) Ltd) 

 
"Savills takes a considered and structured approach to managing its corporate social responsibility (CSR) and 
environmental impacts. We have a strong commitment to the prevention of pollution, adhering to all 
environmental legislation and to engendering continuous improvement, to achieve progress in overall 
performance. For example, we have aligned our business targets with 9 of the 17 UN Sustainable Development 
Goals (“SDGs”), and in 2020, we also committed to deliver net-zero carbon emissions by 2030 as a UK business. 
Investing in best practice sustainability and data management systems remains a priority, helping the entire 
business shift to a more sustainable way of working. On the back of this work, our 2020 Green House Gas (GHG) 
results showed we had significantly reduced our carbon footprint, reducing the amount of GHG we are emitting by 
36% in the UK since 2018. 
 
We work to create tangible progress through a programme of incremental improvements within the company’s 
operations and activities, measured via corporate targets reviewed quarterly. Business units holding ISO 
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14001:2015 (Environmental Management Systems) certification will comply with the requirements of the 
documented Environmental Management System. This sets out how significant environmental impacts are 
identified and controlled. It also documents and evaluates relevant controls for those aspects. Each office and 
discipline within a business unit holding ISO 14001:2015 certification is subject to regular internal and external 
audits. Business units and offices who have not yet obtained certification to ISO 14001 adhere to the principles of 
the system.” 
 
Savills UK is also an active member of both UKGBC (UK Green Building Council) and signed up to the Better 
Building Partnerships (BBP) core provisions in 2016, embedding sustainability measures within their property 
management division. They are also Global Real Estate Sustainability Benchmark (GRESB) Real Estate Partners.  
 
The nature of engagement that Savills conducts is different to the Scheme’s other allocations, given the nature of 
the asset. This engagement is limited to the planning and development process and as such there are no specific 
examples available. 
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