Jaguar Land Rover Pension Trustees Limited
Annual Stewardship Report 2021

Jaguar Land Rover Pension Trustees Limited Registered Office: Abbey Road, Whitley, Coventry CV3 4LF Registered in England. Registered Number: No 4102133

1

Foreword
The investing world is rightly putting responsible investment (“RI”) at the top of its agenda and, as one of the UK’s largest pension schemes, we remain
determined to lead by example in this area. Responsible investment has been a feature of the Trustee’s activity since 2007 when we first worked with our
then investment consultant Willis Towers Watson on ESG. We have progressively embraced responsible investment across our activities since then.
Climate risk became a specific topic of consideration, initially when considering an investment in reinsurance as an asset class in 2008. Annual reporting on
investment manager responsible investment performance was started in 2011, initially focusing on equities, but later extended to cover other asset classes.
A Sustainability Sub-Committee was established by the Finance and Investment Committee in 2012 – this was in recognition of the increasing focus on ESG
as a lens for risk management.
In 2014, the Statement of Investment Principles included specific reference to responsible investment. During 2015, a Trustee Board member played a role
working with the Association of Member Nominated Trustees to develop its Red Lines voting policy. In 2016, this policy was adopted for implementation by
three of the JLR Schemes’ active equity managers. We subsequently engaged with our passive manager on adoption of the Red Lines, although this was
ultimately unsuccessful.
In 2016, the Trustees became signatories to the ‘old’ Stewardship Code. Upgraded ESG monitoring was introduced in 2018 and a sustainable investment
training day was held for all Trustees in 2018 with input from EOS at Federated Hermes on their processes and priorities. This session enabled further
clarification of the Trustees’ ESG beliefs and priorities.
In 2019, a new governance structure was introduced with Hymans Robertson being appointed as adviser to the Financial Strategy Committee and Willis
Towers Watson being retained as our fiduciary manager whose investment performance is monitored by the Investment Implementation Committee. Both
committees report quarterly to the Trustee Board.
The outbreak of Covid-19 during the year has brought about a change in the way we all work and operate. Now more so than ever, we want to ensure our
assets are invested in the right places and engaged with in the right way. As the global economy reopens, we have an opportunity to use our stewardship,
and weight of asset investment, to help drive meaningful progress towards a lower carbon economy. Climate change is one of our responsible investment
priorities.
Recognising its importance and building on our long history of being effective stewards of our Schemes’ assets, we have prioritised responsible investment
over the last year by:


Establishing a Responsible Investment Working Group to establish policies and practices;



Agreeing a new set of responsible investment beliefs and responsible investment policy, which will be iteratively developed over time in line with our
own thinking in this area, using the UN sustainable development goals as a framework ;



Identifying areas of priority: climate change, environmental issues and diversity & inclusion and their impact on our investments,;
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Engaging with our fiduciary manager to ensure mutual understanding of how we want our assets to be invested and the stewardship influence we
want to have, and;



Working with our fiduciary manager and advisers to develop a comprehensive reporting framework.

This has helped us to ensure that responsible investment is fully integrated into our investment decision making whilst building our knowledge of responsible
investment issues.
Looking froward into our 2021/22 Scheme year, we will work to ensure that our RI policy is being implemented and look to draw on our reporting regime to
scrutinise our fiduciary manager, and underlying investment managers, in the areas we have specified for priority. This will cover both asset exposures and
also broader stewardship behaviour. We are also planning to communicate our activities to our members, and seek feedback on the priorities that we have
established. Finally, we will also be exploring the impact of climate change on our investments in greater detail, considering what actions we can take to
ensure that the broader goal of reducing carbon emissions is firmly embedded whilst also completing our first TCFD report, a year ahead of being obliged to
do so.

Rob Lummis
Trustee Chair – Jaguar Land Rover Pension Trustees
Limited
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2 Purpose and governance
Principle 1: Signatories’ purpose, investment beliefs, strategy, and culture enable stewardship that creates long-term value for clients and
beneficiaries leading to sustainable benefits for the economy, the environment and society.
Jaguar Land Rover Pension Trustees Limited (“the Trustee”) is the trustee body for the Jaguar Pension Plan, Land Rover Pension Scheme and Jaguar
Executive Pension Plan (“the Schemes”), which total c£8bn of assets. Its purpose is to pay pension benefits to members of the Schemes as they fall due.
The Schemes’ assets are invested across a range of different asset classes, covering equity, fixed income, property, private markets and diversifying
strategies (asset allocation provided on page 13).
We, the Trustee, have agreed to a long-term investment strategy whereby assets will be migrated into a cashflow-driven-investment (“CDI”) portfolio as
members retire and become pensioners. We have chosen this strategy to provide greater funding level stability and greater certainty of paying members’
benefits. A key priority for the Trustee is ensuring that the Schemes’ investment strategy delivers sustainable long-term cashflows.
We seek to act in the best interest of the Schemes’ members and do so by ensuring we have the right individuals on our Trustee Board and receive
specialist, professional advice. This ensures we receive expert advice, provide an appropriate level of challenge, and ultimately take decisions in the best
interests of our members. During the year, we commissioned an independent Board composition review to be carried out by one of our professional
advisors, to test whether we were meeting this standard.
The review considered the results of a survey of 75 well-governed schemes, with assets ranging from £200m to £20bn, with additional analysis provided for
schemes with a similar asset sizes to ours and those in the motor industry. Outcomes of the review were to reduce the Trustee Board size from 16 directors
to 10-12 and restructure some of the delegated committees to improve efficiencies. As a result of the review, we will also actively take diversity and
succession planning into consideration when making future changes to our Trustee Board and its committees.
Responsible investment (and stewardship as part of responsible investment) has been a long-standing consideration in how the Trustee takes investment
decisions. As set out in the introduction, we believe the work we have historically undertaken illustrates this commitment although we believed it important to
test the views of the current Trustee Board. Consequently, before embarking on a programme of responsible investment-related work during the year, we
worked with our advisers in order to develop and agree a fresh set of investment beliefs and shared these with the Schemes’ fiduciary manager, Willis
Towers Watson (“WTW”) for discussion.
Through this process we acknowledged that, as one of the largest UK pension scheme asset owners, it remained appropriate for us to demonstrate
leadership and promote best practice in areas of responsible investment and stewardship. We also recognised climate change, and the impact it could have
on our investments, as being an area that mattered to us as a group, and an area we felt we could help influence. These beliefs informed the RI policy we
then developed (further detail provided under our response to principles 4 and 5) and the manner in which we continue to develop and prioritise our
activities.
We strongly believe that working closely with the Schemes’ fiduciary manager is crucial for ensuring assets are invested, and stewardship is conducted, in a
manner consistent with our beliefs. We therefore spent considerable time discussing our updated beliefs with WTW during the year to ensure there was
appropriate alignment of views, ahead of developing and agreeing our RI policy. We believe this has been effective in emphasising the importance of
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responsible investment to the Trustee Board and, consequently, our engagement with WTW has touched on various aspects of their investment process,
helping to build our own understanding. As a final step in this process, we plan to survey our membership on aspects of our beliefs and policy in Autumn
2021 to ensure that we have both communicated our policy and are able to take on board feedback from our members.
Our investment beliefs are set out below.
Trustee Investment Beliefs
Belief

Comment

Good knowledge and an open mindset both

The Trustee recognises that ongoing education is vital in building a clear understanding of ESG issues as they develop and that ongoing

matter in building an effective approach to

dialogue with all key stakeholders (the sponsor, fiduciary manager and advisors) is essential as a means of building this knowledge base.

responsible investment

Maintaining an open mindset with regard to ESG issues and being prepared to develop an approach that evolves with emerging evidence
will allow the Trustee to react appropriately and provide positive challenge.

Achieving sustainable returns is necessary and

As an asset owner with long-term liabilities, the Trustee recognises the importance of investing with a commensurate time horizon. ESG

more likely within strategies where ESG risks are

risks are not expected to be rewarded over this time frame as external factors, such as carbon emissions, are increasingly likely to be

effectively managed

priced. Portfolios that are positively positioned could generate excess return.

Investment managers are expected to integrate

The Trustee notes that risks arise differently between individual investments. The Trustee delegates responsibility for implementing

the consideration of ESG factors into processes

decision making to the fiduciary manager who has a clear responsibility to take all financial issues into account and should be able to

and decision making

demonstrate how they embed ESG factors into decision making and the managers they allocate to. This creates a requirement for the
fiduciary manager to report on their activity in order to help the Trustee build knowledge. There is also an expectation that the fiduciary
manager should be forward-looking and evolve their own approach to reflect emerging practices.

Climate risk will have a systemic impact and is of

Climate change is considered to be a cross-cutting issue that is already having an impact on financial outcomes. The Trustee recognises

immediate concern

the potential impact of climate risk on all aspects of the pension schemes, including the sponsors operational activities.

ESG issues are continually evolving requiring a

ESG issues affect different asset classes and holdings in different ways and the approach adopted should be appropriate to the particular

dynamic approach to risk management

strategy. Investment managers are likely to be better placed to exercise judgement in this regard although the Trustee recognises that
change is inevitable. Where change takes place, it should ideally be for reasons which are driven by data and evidence.

Investors have a clear responsibility to exercise

As asset owners, the Trustee has a responsibility to ensure that any rights attached to investments are properly used. The Trustee also

their votes, and other rights that come with

has a responsibility to engage with the management of companies in which it invests, to manage risk, encourage good behaviour and

investments, and engage with underlying

enhance shareholder value. The Trustee will ensure that any rights are recognised, and engagement exercised, and that through

companies where it is expected to reduce risk or

appropriate reporting the fiduciary manager demonstrates how they have exercised those rights and enacted engagement.

improve shareholder value
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Transparency in reporting creates both

Challenging managers requires the provision of sufficient information to allow effective scrutiny. By making information available and

accountability and the ability for effective

decision-making transparent, managers can encourage discussion which improves the understanding of activity and the management of

challenge

risks.

Large investors have a position of influence and

The Trustee acknowledges that, as a large institutional investor, it has the ability to influence other stakeholders. If the Trustee is at the

should use this to help deliver positive change for

forefront of ESG issues, this will help to improve the broader financial system for all investors.

all investors

Principle 2: Signatories’ governance, resources and incentives support stewardship.
We have a clear governance structure with dedicated sub-committees to ensure effective decision-making can take place. Regarding investment matters,
we have a Financial Strategy Committee (“FSC”) that oversees our integrated risk management, covering actuarial, company covenant and investment
strategy matters. It reports into the Trustee Board. We also have an Investment Implementation Committee (“IIC”) that oversees the implementation of
investment strategy. It reports into the Financial Strategy Committee and Trustee Board. The Trustee Board has access to the Chief Financial Officer of
Jaguar Land Rover and receives periodic updates from the Company. The current governance structure of the plan and key relationships is illustrated in the
chart. The FSC and IIC are comprised of members of the Trustee Board and have Company representation.
During the year, we established a Responsible Investment Working
Group (“RIWG”) with a distinct Terms of Reference and reporting
lines. The RIWG comprises four members of the Trustee Board,
including the Chair of Trustees, and has Company representation.
Additional budget was allocated for the work delegated to the
RIWG. This ensured sufficient time and resource was spent on
responsible investment issues, by individuals of appropriate
seniority. Key roles of the RIWG included:


Building knowledge and understanding on RI issues to inform
better decision making;



Reviewing market developments to ensure that evolving
practices and regulatory changes were being properly
considered by the Trustee;



Engaging with and challenging the fiduciary manager to ensure
that actions and behaviours can be properly accounted for, and;



Developing internal and external reporting to key stakeholders.
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The RIWG received specialist responsible investment input during the year and typically met once every two months. Support from specialists drawn from
both the Trustee’s advisers and fiduciary manager was sought to ensure development was made in the appropriate areas, whilst the high frequency of
meetings reflected the amount of time the RIWG believed was needed to cover the various areas fully. Over the course of the year, the RIWG has had
specialist input on ESG considerations within manager selection and voting and engagement which has created a greater depth of understanding by the
RIWG.
Case study: Understanding engagement activity and the Trustee’s role
WTW employs EOS to provide voting and engagement support on the Scheme’s equity holdings, as well as public policy advocacy. As noted later in this
report, a senior representative of WTW currently chairs EOS’s Client Advisory Council and has presented to the RIWG, to outline the roles played by various
parties in this relationship. The RIWG was able to share their own priorities, question how these would be fed into the broader work of EOS and understand
how progress would be monitored.
Stewardship is delegated to the underlying managers employed by WTW on our behalf, to enable those closest to the underlying companies to vote and
engage in a way that enhances value for the Schemes. WTW actively monitors the stewardship activity of the underlying managers and reports back to the
IIC and RIWG, who are very active in their oversight of WTW and the underlying managers.
Whilst we have not focused directly on incentive structures linked to stewardship, we believe that the approach we have taken has created clear
expectations of both WTW and Hymans Robertson. Through the RIWG, we have evolved our relationship with WTW around responsible investment and
created this as an area of importance. Through their participation at RIWG meetings, and also meetings of the IIC and wider Trustee Board, WTW has given
this due consideration to meet our needs. We recognise that we are accountable for stewardship, even though it is delegated to the underlying managers.
We monitor stewardship activity via reporting provided by WTW on a regular basis. WTW also attend all RIWG meetings, as does the investment advisor,
Hymans Robertson, to ensure that there is clear alignment of beliefs.
As well as agreeing investment beliefs, the Trustee Board held a dedicated training session on responsible investment issues during the year. This covered
broad training, a discussion on areas of priority and a deep dive into how responsible investment is integrated into portfolio construction and stewardship by
the fiduciary manager. The training session was delivered by a combination of our investment advisor, fiduciary manager and the RIWG. This session also
signposted and tested aspects of the RI policy that was being developed by the RIWG, which has subsequently been approved by the Trustee Board.
By establishing the RIWG, the Trustee Board has ensured that sufficient time has been devoted to the consideration of stewardship issues, has increased its
knowledge on stewardship and responsible investment matters and also increased the level of challenge and scrutiny of WTW (further information provided
under principle 8). The Trustee recognises that there is a balance to be struck in the ongoing governance of the Schemes and, over the course of the next
12-18 months, will be exploring whether and how to embed responsible investment considerations into its existing governance structures, such as the IIC.
The intention is to maintain the RIWG for the time being, reflecting the desired resource to be focused in this area.
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Principle 3: Signatories manage conflicts of interest to put the best interests of clients and beneficiaries first.
Trustee conflict management
It is our duty to act in the best interests of our beneficiaries and we recognise that in certain instances there may be conflicts that arise and need to be
managed to ensure that duty is met. Examples where conflicts can arise include where trustees represent a particular cohort of members, or where trustees
also hold senior management positions within the sponsoring company to the scheme.
We therefore maintain a conflicts of interest policy, which is regularly reviewed to ensure its ongoing appropriateness. The policy sets out our duty to
members and details how Trustee Directors should act in order to manage potential conflicts. Examples include:


Acting impartially between all classes of beneficiaries;



Minuting at meetings where a potential conflict may arise;



Taking legal advice where appropriate over a potential or actual conflict;



Conducting regular training to ensure we are able to identify conflicts, and appropriately address them.

As part of the review of our conflicts of interest policy during the year, we considered the scenario of Trustee Directors having access to confidential
information and the potential conflicts that this may create. By considering this scenario we identified a difference in the respective Rules of the Schemes
with the outcome of this exercise being that these Rules will now be updated to ensure consistency.
WTW and EOS conflict management in respect of stewardship
Conflicts of interest form part of WTW’s assessment of underlying managers that they employ to invest the Schemes’ assets. Underlying managers are
expected to document their approach to stewardship, which includes how they manage any conflicts of interest that arise to ensure that our interests are
prioritised. WTW monitor this on an ongoing basis and consideration of how conflicts of interest are managed is disclosed at least annually in their
Sustainable Investment Report.
As is covered in greater detail under later principles, the underlying managers appointed by WTW conduct voting and engagement on behalf of the
Schemes. WTW have appointed EOS as proxy voter and for corporate engagement for the Schemes’ largest equity fund and for additional public policy
engagement. WTW contribute to the formulation of EOS voting and engagement policies – and as noted later in this report we have fed our own views into
areas that we want EOS to prioritise – but EOS has discretion to recommend specific votes and engage with individual companies as they see fit.
EOS has a publicly available Stewardship conflicts of interest policy and in it they note that the following real or perceived conflicts may arise:


They may engage with or vote on the shares of a company which is the sponsor of one of their pension fund clients – such as our Schemes – or is a
company within the same group as one of their clients;



They may engage with a company which has a strong commercial relationship with EOS, such as WTW;



They may vote on a corporate transaction, the outcome of which would benefit one of their clients more than another;



They may hold meetings with companies for the dual purpose of delivering both their fund management and engagement services;
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They may otherwise act on behalf of clients who have differing interests in the outcome of their activities.

EOS’ stewardship conflicts of interest policy details how the above conflicts are managed. Processes are put in place to ensure that their clients are treated
“as one”, and where there is a potential conflict between clients an objective judgement is reached based upon what they believe to be in the best long-term
interest of their clients as a body. Such decisions receive objective, director-level input.
Ultimately, our underlying investment managers, appointed by WTW, have final say over how votes are cast.
EOS recommended voting against WTW company-management on at least one vote proposed in 2020, which demonstrates appropriate channels are in
place to make unconflicted decisions.
Principle 4: Signatories identify and respond to market-wide and systemic risks to promote a well-functioning financial system.
We have stated our RI beliefs that climate change is a systemic risk and an immediate concern. This has created focus and an imperative to act.
Using the UN Sustainable Development Goals (“SDGs”) as a guiding framework, we chose SDG13 (Climate Action) as part of a broader environmental
theme to be one of our key stewardship priorities (we also chose SDGs 7, 12, 14, 15, 5 and 10 to prioritise and further detail is provided under principle 5).
This has provided an area of focus within policy development and responsible investment reporting, which we have spent considerable time developing with
Hymans Robertson and WTW during the year.
We have previously conducted scenario analysis, which included considering the impact on the Schemes’ assets (and liabilities) from certain climate
scenarios. This was undertaken as part of the development of a broader integrated-risk management framework and the establishment of a breach response
plan for actions that would be taken under certain scenarios emerging. We are currently working through our latest actuarial valuation and intend to repeat
this analysis, which will help inform investment strategy discussions, and in accordance with our RI policy, will consider what other scenarios and systemic
risk factors it may be appropriate to consider in this analysis. We intend to report further on this in our 2021/22 Stewardship Code report and in future TCFD
reporting.
During the year, we conducted considerable engagement with WTW via regular RIWG meetings. We initially shared our investment beliefs to ensure there
was sufficient alignment between WTW and the Trustee. WTW confirmed that they too saw climate change as a key priority. Regular RIWG meetings
ensured that WTW were kept informed of the development of our responsible investment policy, and the implications this would have for the reporting we
needed from them.
Addressing climate risk was also reflected in the development of our voting policy. We require that votes on resolutions related to climate and other
environmental actions should be considered carefully based on the specific request being made and the context of the company in question. We have
further noted that we expect a high typical level of support for votes requiring greater disclosure or setting a business transition strategy consistent with the
Paris Agreement. We have advised WTW of our requirements here and they are expected to monitor this and explain any cases where such votes are not
supported.
The work undertaken by the RIWG over the course of the year has laid strong foundations for the ongoing consideration of climate change considerations by
the Trustee. Over the course of the next 12 months we expect to have fully embedded our ongoing monitoring on climate change and other risks and we
intend to prepare our first TCFD compliance statement over the next year, a year earlier than required by regulation.
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Following year-end, WTW announced a new strategic plan with the overarching goal of being carbon neutral by 2050 across all offices, and within
investment portfolios operated for clients under fiduciary management agreements. WTW are also aiming for a 50% reduction in carbon exposure by 2030,
compared to 2019 levels. Hymans Robertson has also announced to become carbon neutral from 2021, to halve their carbon footprint by 2025 and be
lifetime net zero by 2025 – offsetting all their carbon exposure dating back to 1921.
We are pleased with the recent announcements from both WTW and Hymans Robertson, given climate change is a priority area for us and we have
discussed this at length collectively during the year. The changes made to our portfolios to ensure these targets are met will help mitigate the financial
impacts of both climate change, and the transition to a lower carbon economy, for our Schemes.
We intend to discuss a carbon journey plan during the current Scheme year, to ensure that climate change risk is mitigated along the journey to a net zero
state, in a manner we are comfortable with. We will take care to ensure this is done in an integrated manner with the broader objective of transitioning into a
CDI portfolio over time and generating the cashflows needed to pay members’ benefits as they fall due.
When discussing a carbon journey plan, we will seek input from our sponsoring employer and ensure there is alignment where possible. The Company
spoke to us during the year about its “Destination Zero” ambition: contributing to a world of zero emissions, zero accidents and zero congestion. We think it
makes sense for the company and the Trustee to work collaboratively in this area and will be seeking their input as we define our own route to net zero.
The Trustee has not participated directly in any broader industry initiatives during the year although, in updating its policy, has committed to consider the
initiatives that align with its policy priorities that it can actively support. Members of the RIWG did attend meetings of the EOS Client Advisory Council during
the year, covering sessions on working towards net zero and EOS’ approach to engagement in this area. This will help inform our own conversations as we
develop thinking, and policy, in this area.
Reacting to the systemic risk of Covid-19
At the start of the year, Covid-19 had also emerged as a systemic risk. Recognising the impact Covid-19 would have on the sponsoring Company, covenant
risk was prioritised at Financial Strategy Committee meetings. An outcome of this was the decision to grant the Company a contribution deferral, which we
believed aided the long-term survival of the Company and the ongoing provision of benefits to members. The deferred contributions are to be fully repaid by
March 2022.
On the investment side, we commissioned a review of the liquidity and collateral arrangements within the Schemes, to ensure that the positions were
comfortable given the pressure from the crash in wider financial markets. We monitored our asset exposures closely and, given the level of downside
protection in place, avoided significant losses.
Operationally, we quickly switched to virtual meetings, to ensure effective and appropriate decision making could be maintained. We believe the approach
taken in response to Covid-19 was effective and, from an operational perspective, has created some practices that will be continued.
Principle 5: Signatories review their policies, assure their processes and assess the effectiveness of their activities.
During the year, we set a Terms of Reference for the RIWG, which included responsibility for the development of a responsible investment policy. This
policy, which covers all aspects of responsible investment, was developed following input from Hymans Robertson and WTW and was subsequently
approved by the Trustee. It is available here https://members.pensionpal.co.uk/jaguarlandroverpensions.
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Following year-end, we have prepared an accessible summary version of our RI policy to share with our pension scheme membership. Accompanying this
we issued a short online survey for members to provide feedback on the policy content. We will use this to inform the further development of our RI policy,
which we intend to review on at least an annual basis and will report on the outcome of this exercise next year.
Section 6 of our RI policy sets out our approach to stewardship. We expect WTW to report on voting and engagement activity on a regular basis and plan to
hold at least one dedicated session each year to review voting and engagement records in more detail. This is in addition to producing an annual
implementation statement each year summarising our stewardship policy and adherence; our first statement was prepared during the year (for the 12
months to 31 March 2020). Part of Hymans Robertson’s role is to provide independent oversight of WTW across all investment matters, including
stewardship, which helps us provide appropriate challenge and ensure the reporting provided by WTW is fair and balanced.
During the year, we undertook training from Hymans Robertson on various industry bodies and frameworks, with the aim of using these as a basis for
agreeing ambition and priority areas. The RIWG proposed using the SDGs and aggregated these into the following four main groups as a basis for
determining focus:
The RIWG proposed prioritising Environment & Climate, and Diversity & Inclusion
themes as the main areas for immediate priority through stewardship and reporting
of related metrics. Feedback was sought from the wider Trustee Board at a
dedicated session, given the Trustee Board is ultimately accountable for
stewardship. The Trustee Board approved the priority areas.
These groups were chosen on the basis that they will impact the investments that
we hold and represent areas in which we feel able to influence change as a large
asset owner. We shared these priority areas with WTW, who were informed of the
Trustee’s expectation for stewardship in these areas.
We also tasked WTW with preparing reporting metrics for the Scheme’s assets
that could give us a means of monitoring the Schemes’ exposures and progress in
these areas, relative to appropriately defined benchmarks. We have discussed
with WTW and Hymans Robertson how different metrics relate to the various SDGs and note that our monitoring will be refined over the 2021/22 year.
As noted under principle 3, WTW partners with EOS to undertake both corporate and public policy engagement on behalf of the Schemes (and WTW’s other
clients). WTW represents their client policies, including our policy, to EOS via their Client Advisory Council, which WTW currently Chairs. This ensures that
our voice is heard by an agent able to influence policy in respect of over £1tn of assets. Key engagement themes of EOS have also been shared with us for
comment, as part of the ongoing feedback loop that we engage in with EOS via WTW.
We are not restricted to focus solely on our stated priority areas. For example, during the year we challenged WTW on reported exposure to companies
flagged as being exposed to child labour risks. This resulted in a separate session with WTW to better understand the position. Further information is
provided under our response to principle 8.
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The governance structure employed by the Trustee allows Hymans Robertson to exercise oversight of the actions of WTW, and the underlying managers
they employ, and to provide additional challenge to WTW. Through this structure, the Trustee receives ongoing assurance as to the development of their
policy and processes. For example, in the development of a monitoring regime for the sustainability characteristics of the assets, Hymans Robertson
provided input to the RIWG on the selection of market comparators for the Return Seeking and CDI portfolios managed by WTW. The RIWG were able to
gain comfort as to both the purpose of having a comparator whilst noting this should not be formally regarded as a benchmark to be “beaten”. This ensured
that the RIWG were able to properly consider the information provided and challenge WTW appropriately.
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3 Investment Process
Principle 6: Signatories take account of client and beneficiary needs and communicate the activities and outcomes of their stewardship and
investment to them.
The below pie charts show the high-level investment strategy of our three Schemes. The return seeking portfolios are invested across a range of growth
assets, aiming to deliver a high level of return, such as equities, private markets, hedge funds and diversifying strategies. The CDI portfolios are invested
across a series of income generating assets, such as corporate bonds, long-lease property and infrastructure. The Liability Driven Investment (“LDI”)
portfolio holds low risk assets aimed at ensuring the overall movement in the Schemes’ assets are in line with the Schemes’ liabilities.
The return seeking and CDI portfolios are managed by WTW on a delegated basis. We receive advice on investment strategy, including the allocation to
return seeking, CDI and LDI, liability hedge ratios and overall expected risk / return requirements from Hymans Robertson. In aggregate across our three
schemes, around half of our members are still active employees, around a third are retired, and the rest are deferred members.
Jaguar Pension Plan (“JPP”), c£3.9bn
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Land Rover Pension Scheme (“LRPS”), c£4.2bn

Return Seeking (34.6%)

Return Seeking (37.6%)

CDI (48.3%)

CDI (36.6%)

LDI (17.1%)

LDI (25.8%)

Jaguar Executive Pension Plan (“JEPP”), c£180m

Return Seeking (55.7%)
LDI (44.4%)

The table below summarises the number of members in our three Schemes, broken into active, deferred and pensioner members.
Scheme

Active

Deferred

Pensioner

Total

Jaguar Pension Plan

2,741

3,044

8,084

13,869

Land Rover Pension Scheme

3,852

2,222

4,345

10,419

14

30

96

140

Jaguar Executive Pension Plan

For the two larger Schemes (JPP/LRPS), the Trustee has agreed a long-term journey plan to transition the schemes’ assets from the return seeking and LDI
portfolios into the CDI portfolio, broadly in line with the migration of non-pensioner members to pensioners. Around 75% of the Schemes’ assets will be
invested in the CDI portfolio in 15 years’ time. An analogous de-risking approach has been agreed for the smaller Plan (JEPP), without the creation of a CDI
portfolio.
WTW are responsible for constructing the CDI portfolio in line with a CDI discount rate methodology owned by the Trustee, with support from the investment
advisor. The CDI portfolio is designed to generate the cashflows needed to pay pensioner benefits as they fall due, with a high degree of certainty. The focus
for the CDI portfolio is the generation of long-term, sustainable, predictable cashflows and minimising funding level volatility. The latter is complemented by
further liability hedging from the LDI portfolio.
The investment strategy journey plan into a CDI portfolio fits within a broader objective of having a 99% probability of paying all remaining members’ benefits
by 2045. We intend to transition assets into the CDI portfolio broadly in line with the migration of the membership into pensioners. This is to enable higher
investment risk to be taken when the membership is less mature, before transitioning into more stable, predictable assets at the point that this is required.
Although 2045 is relatively far away, this reflects the point at which the membership is expected to be largely pensioner members backed by a high-quality
CDI portfolio.
The Trustee recognises that the stability of long-term cashflows from the CDI portfolio will be essential to deliver the journey plan and meeting the needs of
beneficiaries. Active stewardship is therefore essential to both the Trustee and WTW; the latter is mandated, through their agreement with the Trustee, to
invest in assets that generate the cashflows needed to meet the pensioner benefits over the lifetime of the membership.
As noted under principle 5, we expect to shortly seek feedback from members on our responsible investment policy, which includes a section on
stewardship. We will use this to inform future reviews of our RI policy. We also publish an implementation statement summarising voting and engagement
records on an annual basis, and this is included as part of our reporting and accounts. We also hope to publish our first statement of compliance with the
new TCFD requirements in respect of the 2021/22 financial year.
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Principle 7: Signatories systematically integrate stewardship and investment, including material environmental, social and governance issues,
and climate change, to fulfil their responsibilities
With exception of government bonds and swaps held in the LDI portfolio, WTW has delegated authority over the selection of asset classes and fund
managers held by the Schemes. We recognise the importance of ensuring that WTW selects assets in a manner consistent with our beliefs and policy and
we therefore regularly engage with and challenge WTW on their approach to ESG integration. Through WTW reporting and discussion, we also engage with
the ESG integration and stewardship practices of the underlying managers.
We have requested that WTW provide regular responsible investment updates, covering ESG integration as part of the investment selection process and
integration of stewardship. These updates have been to both the RIWG and IIC during the year and have included discussion and challenge and, given the
nature of the portfolio, are considered by asset class groups.
To support these discussions, WTW provide both a summary overview coupled with a detailed assessment of each manager/strategy in the portfolio,
outlining areas of relative strengths and weakness, based on their ongoing research, covering three areas:


Integration of ESG risks and opportunities within investment research and decision-making, including resources available



Proxy vote decision-making and execution process (where applicable), including disclosure of voting policy and results



Process for proactive engagement (where applicable), including disclosure of engagement activity

The relevance of this assessment varies across asset class, for example, with a focus on voting and engagement for equities, but on physical environmental
factors for property. WTW also report on the extent to which there are changes in their views allowing us to challenge these views where necessary. An
anonymised extract of the summary reporting is provided below:
Manager

Product

Manager X

Global Equity

Manager Y

Large Cap Growth Equity

Manager Z

Global Opportunities
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ESG Integration

Voting

Engagement

Whilst these processes are delegated to WTW, the detailed reporting regime and the associated scrutiny has driven a greater level of knowledge and
understanding among the Trustees and also provided comfort that the approach taken by WTW is appropriate and aligned with our beliefs and policies.
We note the following about the way in which our assets are selected and then overseen via the ongoing exercise of stewardship:


Long-term asset themes relating to sustainability (e.g. transition to a low carbon economy) are developed by WTWs asset research team, in alignment
with the PRI and the UN SDGs objectives, and ultimately feed through into asset manager selection and portfolio weightings.



Sustainability represents the joint second highest-weighted factor in WTW’s portfolio construction process (12.5%), with only financial risk/return
having a higher weighting.



As noted under principle 4, WTW have made a commitment to aligning all client portfolios to be net zero by 2050, with the aim of halving carbon
emissions by 2030. As also noted under principle 4, the Trustee intends to consider its own net zero goals separately during the 2021/22 Scheme
year.



As noted under principle 3, WTW have appointed EOS to provide proxy voting advice and corporate engagement for the Schemes’ equity holdings, as
well as public policy engagement. EOS has climate change as its number one priority, consistent with one of the Trustee’s main priority areas



WTW expects all of their preferred managers to participate in 100% of eligible votes and to demonstrate efforts to improve corporate level sustainable
investment considerations. This is monitored on an ongoing basis by WTW and shared with us for discussion.



WTW are willing to downgrade and remove a manager if insufficient progress is made on responsible investment, or stewardship issues that have
previously been raised. An example of this is given under principle 11.

In developing our RI policy over the year, we have noted the need to regularly review and test WTW’s processes. Going forward, we will be seeking case
studies that evidence the means by which WTW can directly demonstrate they have met the Trustee’s policy whilst also undertaking an annual “deep dive”
into two underlying managers as selected by the Trustee. This will ensure that there is independence in the choice of the managers scrutinised. We note
that WTW continue to develop their own reporting in this area and engaged with us as part of this process to understand our requirements.
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Example investments
We set out below some of the positive impact investments we have made during the year. These have been across renewable energy and affordable
housing themes and are consistent with the broader goals of the Trustee.
Strategy

Portfolio

Comment

Property Income Fund

CDI

This fund invests in and promotes the provision of temporary accommodation for homeless people in
England and Wales. The properties are rented out by Housing Associations. This was an investment
originally made in 2019 that was topped up during the year

Energy Infrastructure Fund

Return Seeking

This fund invests in sustainable energy infrastructure. This offers an attractive return opportunity, whilst
contributing to global carbon savings, one of our key priorities.

Private Equity Fund

Return Seeking

This fund invests in healthcare private equity in the US and focuses on improving access to healthcare
for underserved communities. There is an opportunity to obtain an attractive return and also reduce the
cost of healthcare, and improve access, for those who need it.

Affordable housing and green
asset backed securities (as part
of a broader credit fund)

Return Seeking
and CDI

The affordable housing investment lends to develop affordable housing properties in the US. The
housing is rent-restricted housing that serves low and moderate income families or individuals.
The green ABS investment invests in bonds backed by loans and leases that fund energy-efficient
home projects that stand to benefit from wider adoption of solar energy across the US

Whilst we are pleased to see our investments also bringing wider benefits to society, we also believe that there is an investment case for investing in assets
that are solving wider societal problems. We receive regular updates from WTW on the positive impact investments they have identified on our behalf.
We also request that WTW provide examples of investments that were disregarded on responsible investment grounds, as this evidences application of our
beliefs in practice. We set out two such examples below.
Strategy

Portfolio

Comment

Mining opportunities fund

Return Seeking

Although the risk/return profile looked attractive, the ESG concerns associated with the fund were
deemed to be too significant and the investment was rejected

Property co-investment

CDI

An opportunity was considered, but ultimately not pursed as the property was being leased to a
helicopter firm with military contracts in place

Through the IIC and RIWG, we have discussed WTW’s approach to responsible investment integration, including stewardship, at length. We are of the view
that there is genuine alignment of interests and the assets we own are being invested in a manner consistent with our beliefs and policy.
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Principle 8: Signatories monitor and hold to account managers and/or service providers
As mentioned in the Foreword to this report, we have conducted ESG reviews of our assets, and WTW, since 2011. These reviews have covered a range of
aspects and evolved over time as broader thinking has developed in this area. In developing our RI policy over the last year, we recognised that we needed
to evolve the reporting we received from WTW so that we could monitor the Schemes’ exposures and be able to more effectively challenge the actions
undertaken. We worked with Hymans Robertson and WTW during the year to develop responsible investment reporting bespoke to our needs and priority
areas. This has included agreeing the appropriate metrics and appropriate benchmarks for comparison.
The reporting focuses predominately on environmental and climate factors, although diversity & inclusion metrics are also included. This reflects the areas
that we have chosen to prioritise. Developing clear and transparent monitoring will be an important tool for us in assessing whether the fiduciary manager is
investing in assets aligned with the Trustee’s beliefs and policy.
Example: Engagement as a consequence of reporting
As we were developing our RI reporting, WTW’s initial report highlighted that the Schemes had exposure to companies flagged as being exposed to child
labour risks. We challenged WTW on this, which resulted in a separate session where WTW provided more detailed information on the exposures held by
the Schemes and the actions taken. This confirmed that the Scheme held two companies that had flagged up has having child labour exposure via its supply
chain. EOS had engaged with these companies, who had both publicly stated an ambition to eradicate child labour from their supply chains.
We have consequently spent considerable time with WTW and Hymans Robertson seeking to understand the data underpinning the responsible investment
metrics used and recognise that, in certain instances, the data is not perfect and proxy data may need to be used. This is important context when forming
judgements about what the metrics show, and is an area where the data, and our understanding of it, is continuously evolving. As the RI reporting we
receive from WTW develops, we expect this will provide the tool for challenge and deeper understanding.
The above example has however helped us frame the more general process that we intend to employ in our ongoing scrutiny of WTW through our
monitoring regime. Specifically, where concerns are raised, we intend to:


Ask WTW to explain the metric, the holdings within the portfolio that contribute to the metric and the materiality and persistency of the issue;



Explore what actions are being taken by WTW, underlying investment managers and EOS to engage with companies in breach;



Consider whether the explanations and actions being taken are sufficient to satisfy our concerns and address the issues over an acceptable
timeframe; and



Where necessary, we will take action to escalate our concerns.

We expect responsible investment reporting to become part of our regular quarterly monitoring regime during the 2021/22 Scheme year. As mentioned
under principle 4, we also intend to prepare our first TCFD report during the current Scheme year, which will form part of our ongoing monitoring and
assessment in holding WTW to account.
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4 Engagement
Principle 9: Signatories engage with issuers to maintain or enhance the value of assets
We recognise that we do not have a direct relationship with the companies in which we invest, nor with many of the underlying asset managers, as illustrated
below. This therefore requires both that we effectively communicate our own priorities to those to who we delegate responsibility for engagement, to ensure
that we can have some influence on outcomes, and that we hold these parties to account through our oversight and monitoring practices.

As set out in the diagram, we engage with WTW, who in turn engage with underlying managers and conduct system-level engagement with the wider
investment industry. The underlying managers are responsible for exercising voting rights and engaging at a corporate level. EOS conduct further corporate
engagement for a proportion of the Schemes’ assets. EOS also take part in public policy engagement.
As noted in our responses to principles 1 and 5, we set beliefs and undertook a process to agree the thematic areas that we wanted to prioritise, using the
UN SDGs as a guiding framework. We fed this back to both Hymans Robertson and WTW and used these priority areas to develop an RI policy, with input
from both Hymans Robertson and WTW.
This process took place over a series of RIWG meetings, at which WTW were present. This process made it clear to WTW (and as stated in our RI policy),
that we expect them to promote active dialogue by investment managers with underlying investee entities, regardless of asset class. In particular, we expect
engagement on climate and other environmental issues to be emphasised. We expect WTW to encourage underlying investment managers and EOS, to
promote underlying investee entities’ climate disclosures to be aligned with best practice, e.g. Task Force on Climate-Related Financial Disclosures
(“TCFD”), as we believe that this will drive improved standards and transparency. This has been shared with EOS.
We cover manager and corporate engagement below with industry level engagement being covered under principle 10.
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Manager level engagement
In 2020, WTW carried out 200 engagements with over 70 asset managers specifically on sustainable investment and diversity. If engagement does not lead
to change where necessary, WTW will consider a downgrade of their rating of the manager. During 2020, WTW made 18 rejections or downgrades primarily
on sustainability grounds.
Case study: Engaging with global equity manager to improve practices
An initial engagement on ESG integration in 2017 identified ESG risk analysis as an issue. During a series of further engagements throughout 2018 and
2019, WTW set out their expectations for formal ESG integration and voting activities WTW also discussed the manager’s use of corporate engagements
to improve shareholder value. Over 2020, WTW evidenced material improvements in the consideration, measurement and reporting of ESG risks. The
manager has added ESG risk analysis to the checklist used during initial research, as well as embedding it into their scoring as part of the investment
process. Voting practices have also materially improved and the manager is assessed as “Strong” in this area.

WTW report to our IIC twice a year on the responsible investment reviews of the underlying managers, which includes examples of the engagements with
managers they undertake. This is part of broader responsible investment reporting across several asset classes. At the last review, WTW informed us that
they had downgraded the rating for “ESG integration” for two of our managers, which had been fed back to the managers, in order to encourage
improvement. Both downgrades were from a rating of “strong” to “neutral” and reflected the two managers in question not meeting the threshold that had
risen to be determined “strong” in that area.
Corporate level engagement
WTW impress on the fund managers they select to engage with companies on sustainable
investment issues in line with their stance and also our priorities. WTW maintain specific manager
ratings for engagement and this is reported to the IIC. In addition, EOS also carry out additional
corporate level engagement on behalf of the schemes to maximise impact. EOS engaged with over
1,245 companies in 2020, covering identified objectives or issues.
To measure progress and the achievement of engagement objectives, EOS uses a four-stage
milestone strategy, as illustrated . When they set an objective at the start of an engagement, EOS
will also identify recognisable milestones that need to be achieved with progress against these
objectives assessed regularly and evaluated against the original engagement proposal.
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We recognise that successful engagement can take time and we therefore draw on reporting from both WTW and EOS to provide both a quantitative and
narrative assessment of the progress that has been made. The table below illustrates the progress made by EOS on companies in which the Schemes are
invested.

Given the prioritisation of our own themes, we have also considered how the themes set by EOS align with our own priorities and note that 5 of the 12
current themes have a clear overlap as set out below. As noted under principle 5, we have commented on EOS’ priorities via WTW, and fed back our priority
areas.
Theme

EOS Engagement priority area

Themes

Environment and
Climate

Climate change

Strategy & action; Governance and lobbying; Disclosure

Natural resource stewardship

Biodiversity and sustainable land use; Sustainable food systems; Water Stress

Pollution, waste and circular economy

Harmful substance management; Waste & circular economy initiatives; Major pollution
incidents

Human and labour rights

Value chain rights; Protection of basic rights; Indigenous rights and traditional
communities

Human capital management

Diversity & inclusion; Terms of employment; Health, safety and wellbeing

Fairness
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As EOS continue to develop their own engagement programme, we will continue our dialogue with WTW to ensure
that our own goals and requirements are considered and our own voice is heard. We will also actively monitor
engagement activity and outcomes in these particular areas to ensure that we can actively challenge the activity
undertaken.
Whilst our own priorities were only set during the 2020/21 year, we note EOS have also mapped their own
engagement activity to the SDGs. Pleasingly, this demonstrated alignment with our own priorities, as over half of total
engagements were linked to SDGs and, of those engagements, over half were linked to SDG 13 (climate action),
SDG 12 (responsible consumption and production), SDG 7 (affordable and clean energy) and SDG 5 (gender
equality), which were all in the sub-section of SDGs we had decided to prioritise. Examples of the engagements that
have been undertaken in our priority areas include:
Climate Change
Our majority equity investment, the TWIM Global Equity Focus Fund, has an allocation to Taiwan Semiconductor
Manufacturing Company (“TSMC”). TSMC’s operations consume lots of electricity and water and tackling its
electricity consumption in particular has historically been challenging due to the shortage of sizeable green energy
suppliers in Taiwan. EOS has engaged with TSMC to encourage climate-change mitigation and adaption strategies.
In 2019, TSMC’s overseas sites achieved the goal of net zero carbon emissions from power consumption, thanks to
the purchase of Renewable Energy Certificates and carbon credits. However, limited progress had been made relative to TSMC’s targets on renewable
energy use. EOS recently engaged the senior management team to encourage greater progress. Following this engagement, TSMC signed a 20-year deal
with Orsted to buy the entire power production of Orsted’s third offshore windfarm in Taiwan, which is expected to start operations in 2025-26, subject to grid
availability and its final decision. The deal gave TSMC the confidence to join RE100 and, in doing so, became the first semiconductor company worldwide to
join the alliance of businesses committed to 100% renewable electricity use.
Environment
EOS has chosen plastics as one of its thematic engagements. Efforts were made (and are ongoing) to address plastic value chains, with focus being placed
on the Chemicals, Consumer Goods and Retail sectors. High risk companies in these sectors are being prioritised, with bespoke objectives and solutions
being proposed. The focus of the engagements is to ensure companies are explicitly disclosing their ambitions and strategies to reduce the negative impacts
from plastics. More information can be found here.
Diversity and Inclusion
Electronics company Nintendo is held in one of our equity funds. EOS has met with Nintendo 8 times between 2016 and 2020 on the issue of board diversity
as it comprised of Japanese men only. Several steps have been made through these engagements, including the first board self-evaluation, a talent
management programme for females, a nomination advisory committee, a majority of external directors and the first appointment of a female board member.
Further information on WTW engagement activity is provided in their 2021 Sustainable Investment Report here.
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Principle 10: Signatories, where necessary, participate in collaborative engagement to influence issuers.
We recognise the value of collaboration in lobbying for positive change and encourage both Hymans Robertson and WTW to advise us of the opportunity to
collaborate directly. It is our intention to seek initiatives, particularly within our priority areas, where we can actively lend support as an asset owner
signatory. We also expect Hymans Robertson, WTW and EOS to participate in collaborations that they believe are in the best interests of their clients which
includes our Schemes, and for these activities to be reported back to us. We have sought to understand the collaborations our providers currently support,
particularly to the extent that they are aligned with our priority areas, and set out some examples of this activity below.
EOS: Climate Action 100+
EOS is among around 600 organisations who have signed up to Climate Action 100+, the investor initiative aiming to ensure the world’s largest corporate
greenhouse gas emitters take necessary action on climate change. EOS is leading or co-leading the engagement on 27 companies and collaborating with
other investors on another 14 companies as part of this initiative.
In Q3 2020, EOS had a multi-stakeholder call with all the major European oil and gas companies along with the leads for the Climate Action 100+
engagements. They ran through the proposed benchmarking methodology. Concerns were raised around the boundary for Scope 3 emissions, and
regarding the limitations around actions that oil and gas companies could take in mitigating value chain emissions. EOS noted the need for an enhanced
focus on positive lobbying, so that oil and gas companies can play a role in the low carbon transition. It raised concerns around leakage of emissions from
the sector through divestment of assets and the need for clear disclosure around organic versus inorganic capital expenditure and divestiture. It encouraged
greater clarification around the capital expenditure methodology. Concerns were raised around the carbon budget boundary used to measure the alignment
of capital expenditure.
Subsequently, EOS had a call with investors to discuss feedback around the benchmarking methodology. It emphasised the need for alignment of capital
expenditure with the goals of the Paris Agreement to take a dominant role within the methodology, as it could apply to multiple different strategies. It expects
this to be core to the methodology, with supplementary assessment criteria for those companies looking to transition. EOS encouraged greater clarification
around Scope 3 boundaries and a need for more specificity on the expectations for a just transition.
WTW: Coalition for Climate Resilience Investment (“CCRI”)
WTW launched the CCRI at the UN Climate Action Summit in 2019 in partnership with the World Economic Forum and the governments of the UK and
Jamaica. During 2020, it has grown rapidly in membership and its collaborative relationships to include over 75 supporting institutions, including the Coalition
for Disaster Resilient Infrastructure, and recently the Australian government. CCRI aims to create a more resilient global financial industry in which key
incentive structures foster an accurate pricing of physical climate risks in investment decision-making, resulting in more resilient economies and communities
across the world. During this period, the public-private coalition of institutional investors, banks, insurers, rating agencies and governments, has been
working collaboratively to develop risk-informed cashflow modelling practices for investors and infrastructure prioritisation tools for governments to help
focus resources where they are most needed. CCRI is due to present a new League of Investment Funds for Resilience at COP26, a multi-billion dollar
group of investment funds committed to applying CCRI analytics to real projects on the ground.
WTW: The Diversity Project
WTW are founder members of this investment industry initiative, which aims to attract and retain diverse talent in the industry. They are also present on the
Advisory Board and Steering Group of the organisation and supported the establishment of the Asset Owner’s Diversity Charter, which launched in July
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2021. They have also written case studies and papers for the Diversity Project, including on the importance of assessing track records for individuals who
have taken career breaks (see here). We expect that WTW’s involvement on this project will benefit us by ensuring that diversity issues are considered in
ongoing manager appointments and engagement activity and, given our focus on this theme, we will continue our own dialogue with WTW on this issue.
As noted under principle 5, a senior representative of WTW Chairs the Client Advisory Council for EOS and is invited to attend meetings of our RIWG. This
ensures our views are considered when setting the high-level agenda and ensuring alignment between us, WTW and EOS on engagement plans. Following
the end of the reporting period, we have fed directly into EOS’ latest proposed engagement themes via WTW, so that the Trustee’s voice is heard when
engagement priorities are set.
Finally, we note that both WTW and Hymans Robertson are represented on the Investment Consultants Sustainability Working Group which was launched
during the year and welcome this collaboration.
Principle 11: Signatories, where necessary, escalate stewardship activities to influence issuers.
As noted in principle 8, our process for scrutinising the information provided to us via ongoing monitoring will allow us to escalate concerns where necessary.
This process will be embedded in our ongoing oversight over the 2021/22 Scheme year.
With regard to direct stewardship activities, as detailed in principles 9 and 10, engagement, and escalation of that engagement where needed, is carried out
on our behalf by WTW, underlying managers appointed by WTW, and EOS. These activities are then reported back to us through WTW.
WTW expect investment managers to escalate stewardship activities when they believe there are material risks not being adequately addressed. This is
monitored via their sustainability monitoring for each fund included in our investment portfolio. This includes an assessment of whether the investment
manager’s policy specifies when and how they escalate stewardship, the level of engagement taking place and examples of progress of key engagement
activities. This ultimately feeds into the rating WTW have for that strategy, as demonstrated in the example below.
Case study: WTW escalation
WTW identified issues with the sustainable investment practices of one their highly rated global equity managers, particularly in relation to the assessment of
environmental and social issues. In 2019, WTW held a formal research meeting with the manager, setting out the concerns, before writing a formal
engagement level. Over the next 18 months, WTW held various meetings with members of the investment team seeking evidence of improved practices.
The manager acknowledged WTW’s concerns and made some steps to address them, such as trialling climate risk tools and working on a stewardship
activity report. Despite this, WTW concluded that the manager’s overall ESG integration had fallen behind best practice and, in September 2020,
downgraded the manager.
WTW report voting and engagement activity to us on at least an annual basis, including examples of engagement escalation. This reporting cycle enables us
to feed into the process and understand where practices are falling short of our expectations.
In addition to the engagement carried out by our underlying managers, EOS conduct company engagement on behalf of the TWIM Global Equity Focus
Fund, our majority equity investment. EOS conduct their engagement privately but, where this proves unsuccessful, may escalate their engagement by
choosing to speak publicly at a company’s AGM, with the aim of garnering support from investors or other shareholders. EOS also recommend voting
against management as a tool of escalation, though choose to use this only where they are confident the company is taking insufficient action to address
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concerns previously raised via standard engagement techniques. An example of this was a recommendation to vote against the Chair of Morrisons during
the year over persistent concerns about poor Board gender diversity. EOS’ experience is that, given the size of assets they represent, voting against
management is a powerful tool to progress engagement priorities.
If voting against management fails to generate the change EOS are looking for, they may also choose to table resolutions at shareholder meetings, or
collaborate with others, as an escalation method.
Case study: EOS escalation
EOS has engaged with Centrica since 2010 on its response to climate change. This was escalated in 2016, when EOS spoke at Centrica’s AGM,
requesting that Centrica set ambitious carbon reduction targets for customer emissions. After the 2016 AGM, EOS met with the group head of
environment, head of corporate affairs and company secretary. In 2017, EOS met with the Chair and in 2018 EOS was appointed lead co-ordinator of
investors at Centrica as part of the Climate Action 100+.
In 2017, Centrica gained third party assurance on its reported carbon reductions from its customers. In 2019, Centrica gained an A grade in the CDP
ranking, a level 4 rating under the Transition Pathway Initiative and published its 2030 Responsible Business Ambitions. This report included a target to
enable the reduction of its customers’ emissions by 25% below 2015 levels. EOS continue to engage on achieving net-zero emissions from heat and
power, in line with the goals of the Paris Agreement.

26

5 Voting
Principle 12: Signatories actively exercise their rights and responsibilities
Listed equity assets comprise a relatively small proportion of our Schemes’ investments (c8% JPP/LRPS, c14% JEPP). It is therefore appropriate for us to
be proportionate in the governance time and budget we dedicate to monitoring and assessing voting records. That said, we believe that voting is an
important tool in exercising stewardship and we strengthened our voting policy during the last year, which is shared below:


All votes should be exercised where feasible;



Votes are cast by underlying asset managers selected by WTW. WTW are required to oversee voting policies and voting activity of underlying asset
managers to ensure good practice;



WTW provide clear monitoring and reporting on voting activity, and this is discussed in detail on at least an annual basis;



In particular, votes on resolutions related to climate and other environmental actions should be considered carefully based on the specific request
being made and the context of the company in question. The Trustee expects a high level of support for votes requiring greater disclosure or setting a
business transition strategy consistent with the Paris Agreement. WTW is expected to monitor this and explain any cases where such votes are not
supported.

We monitor voting records on a detailed basis at least once a year. Going forwards, this assessment will be relative to our voting policy. Where voting
activity falls short of the above requirements, we expect WTW to explain and follow up as necessary with underlying managers expressing our concern
where appropriate. We expect this to encourage improved practices over time.
The underlying managers may obtain recommendations from proxy advisors when casting votes on our behalf. As part of our annual reviews, we will
analyse the extent to which managers voted against their proxy advisor, to ensure there was sufficient voting challenge and ownership being demonstrated
by managers.
There is no stock lending permitted within our largest equity investment, the TWIM Global Equity Focus Fund. Stock lending discretion is delegated to the
other underlying managers appointed by WTW. Whilst WTW encourage underlying managers to recall shares for key votes, they have informed us that this
is not always done. Given our mutual preference for all votes to be undertaken where possible, WTW monitor and engage underlying manager activity in this
area. The proportion of the Schemes shares held (indirectly through funds) that are lent out is low and the proportion of those shares not being recalled for
key votes is low again, so we are comfortable that stock lending is not having a material impact on our voting activity. However, we will continue to monitor
this with WTW.
Overleaf, we have set out below a summary of our voting records (for JPP/LRPS) over the reporting period.
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TWIM Global
Equity Focus
Fund

Morgan Stanley
Emerging
Markets

FSSA China
Equities

SSgA Core
Infrastructure
Fund**

LGIM Global
Real Estate
Equity Fund

Resolution
Capital Property
Fund

5.3%

0.6%

0.8%

0.6%

0.2%

0.5%

174

143

108

12

385

43

No. of resolutions eligible to
vote on during the year

2,921

1,301

956

91

4,121

546

% of resolutions voted

99%

100%

100%

100%

100%

100%

% of resolutions voted with
management

90%

89%

99%

86%

83%

98%

% of resolutions voted against
management

10%

6%

1%

14%

17%

2%

% of resolutions abstained

0%

5%

0%

n/a

0%

0%

% of resolutions voted against
recommendation of proxy
adviser (if applicable)

10%

4%

13%

n/a

0%

n/a

Manager

Proportion of Plan assets*
No. of meetings eligible to vote
at during the year

*Proportion is for JPP. All other data applies for both JPP and LRPS. The TWIM Global Equity Focus Fund information also applies for JEPP. **This mandate was incepted in August 2020 and invested into in October
2020. Therefore, voting data does not cover the full Plan year.

We have engaged with WTW on the above summary data following the end of the reporting period. We can report on the detail and outcomes of this engagement in
our 2021/22 report, but note the following high-level observations at this stage:


The proportion of resolutions voted is high, which we are pleased by as this demonstrates our underlying fund managers take their voting rights seriously on our
behalf;



There is a healthy proportion of votes against management. As expected, this is highest for our passive exposures (SSgA, LGIM), where the managers are
obliged to purchase the shares of companies in the index they are trying to match;



We asked WTW to explain why FSSA voted against their proxy advisor on 13% of occasions yet in favour of management in 99% of occasions. FSSA have
provided their rationale for all votes that were in favour of management and against the recommendation of the proxy advisor. This revealed that FSSA had
actively engaged with the companies in question, before deciding how to vote, and that there were no common themes that emerged, which was reassuring.
That said, WTW confirmed to us separately that FSSA tended to provide companies with feedback rather than voting against management on issues they wish
to raise. Given voting is a powerful tool, we expect this to be used appropriately. WTW have fed this back to FSSA on our behalf and FSSA have confirmed that
they will look to do this more in future. This is something we will continue to monitor over time through WTW’s reporting.
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Voting examples
The Trustee has also asked WTW to report on the most significant votes cast by the underlying managers within the portfolios they manage on behalf of the Trustee.
Managers were asked to provide examples of votes in areas that the Trustee has prioritised and therefore considers significant. This includes votes in relation to
climate change, broader environmental issues and diversity & inclusion. The managers were also asked to confirm the size of the position in the portfolio, how they
voted, any engagement the manager had undertaken with the company and the outcome of the vote. Examples of votes in relation to broader environmental issues
and diversity & inclusion were provided; no climate change related vote was provided, although significant engagement was carried out in this area over the year.
Yum! Brands, 8 May 2020, vote for “report on supply chain impact on deforestation”
One of the underlying managers within the Towers Watson Investment Management (TWIM) Global Equity Focus Fund voted for a shareholder proposal for enhanced
reporting on the supply chain impact on deforestation, believing such a report would promote better management of ESG opportunities and risks. This resolution was
ultimately rejected. However, we note that the manager will continue to engage and consider proposals from management and shareholders which they believe will
enhance transparency around environmental issues. The holding represented c0.8% of the TWIM Global Equity Focus Fund.
Cigna Corporation, 22 April 2020, vote for “Report on Gender Pay Gap”
One of the underlying managers within the TWIM Global Equity Focus Fund voted for a proposal for Cigna Corporation to produce a report on its Gender Pay Gap.
The manager has also engaged with Cigna Corporation regarding enhancements they believe should be made to its shareholder rights and gender pay gap
disclosures. The manager felt that the disclosures requested would be very low cost for the company to produce and that shareholders would benefit from additional
information allowing them to better measure the progress of the company’s diversity and inclusion initiatives. Whilst the vote failed, the company appear to be willing to
listen but need consistent reinforcement of shareholder interest in a demonstrated progress on ESG issues. The manager will continue to engage as appropriate. The
holding represented c1.6% of the TWIM Global Equity Focus Fund.
Samsung Electronics, 17 March 2021, vote for “electing Directors”.
Morgan Stanley Investment Management (MSIM) recommended against the incumbent independent directors as they collectively failed to remove criminally convicted
directors from the board. The inaction is a material failure of governance and oversight at the company. However, this vote was passed and the directors elected.
MSIM believe that this poor governance approach can have significant reputational damages and believe it is important to continue to engage on topics like this to
illustrate the ramifications that this can have from a public perception perspective. The holding represented c6.5% of the MSIM Emerging Markets Fund.

