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DHL Trustees Limited (DTL Board) is Trustee of the DHL
Group Retirement Plan (the DHL GRP). The DTL Board
supports the UK Stewardship Code 2020 (the Code) which it
recognises as best practice.
This annual report sets out how the DTL Board has ensured
that the DHL GRP has fulfilled its stewardship
responsibilities over the year ending 31 March 2021 and the
outcomes of this activity. This report covers the Defined
Benefit (DB) assets of the DHL GRP, but not the Defined
Contribution (DC) Section, and has been set-out in line with
the 12 Principles of the Code.
The DHL GRP is a long-term supporter of the
Code, having previously become a signatory
in 2016. Environmental, Social and Corporate
Governance (ESG) factors, in particular those
related to stewardship and engagement, are
integral to the DHL GRP's investment
process and are embedded throughout its
culture.
The DHL GRP is the sponsored pension plan
for UK employees of DHL. The DHL GRP has
approximately 164,000 members across the
DB and DC Sections. There are six DB
sections of the DHL GRP, and the assets of
the DB Sections are commingled in the DHL
Pensions Investment Fund (DHL PIF).

The DHL PIF is a common investment fund
which was established on 22 July 1988 and is
available to all DB Sections of the DHL GRP.
The members of the Investment
Implementation Committee (IIC) are the
Directors of the DHL PIF and are responsible
for all aspects of the operation of the DHL
PIF.

In 2021, the IIC produced their first
"Stewardship and Engagement" Report to
cover the calendar year 2020. This provides
details of the Stewardship and Engagement
activity across the DHL PIF for each
investment manager for all asset classes. In
this report, we have provided exerts of the
Stewardship and Engagement Report under
the relevant principles.
On behalf of the DHL Group Retirement Plan

Peter Flanagan, P.F. Trustee Ltd.,
Chairman of the DTL Board
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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.

Purpose, Values & Culture and Diversity
The fiduciary duty of the DTL Board is to act in the best interests of its members, with the primary
objective of meeting members' benefits.
The DTL Board strives to achieve best practice in all areas and has established a governance structure
that ensures there is an appropriate level of focus on all areas. The culture which flows from the DTL
Board through to the various Committees is one where significant value and importance is placed on:
• Continuous improvement;

• Effective Governance and decision making; and

• Achieving best practice;

• Collaboration between all stakeholders.

The DTL Board recognises that it is a long term investor and therefore places a significant amount of
emphasis on being a responsible long-term steward of capital. The DTL Board supports the Code which it
recognises as best practice.
Over the period, the culture of continuous improvement and achieving best practice has led to the following
outcomes:
• a significant amount of training undertaken in relation to climate risks and the opportunities arising from a
transition to a low carbon economy, to prepare the DTL Board and the various Committees for
compliance with the Occupational Pension Schemes (Climate Change Governance and Reporting)
Regulations 2021, including providing annual disclosures in line with the current recommendations of the
Task Force on Climate-related Financial Disclosures (TCFD).
• the first annual Stewardship & Engagement Report being completed which included detailed reporting
on all of the investment managers within the DHL PIF on their Stewardship & Engagement activities over
2020;
• a third-party provider (ClearGlass) being appointed to provide more detailed reporting on transaction
costs and post 31 March 2021;
• a communications adviser (Willis Towers Watson) being appointed to improve communications,
including on investment-related matters, that are issued to members;
• A five year strategic business plan being put in place to enhance governance and forward planning; and
• Aon Solutions UK Ltd. being appointed as the DHL GRP’s Cyber Security Adviser and the DTL Board
agreeing to put in place a Cyber Risk Management Journey Plan.
These are examples in addition to the “business as usual” activities in relation to effective stewardship
which are covered in more detail within this report.
The DTL Board believes that having a diverse board, with a range of skills, knowledge, experience,
background, personal characteristics (taking account of gender, ager, ethnicity, culture, disability and
sexual orientation) and viewpoints leads to effective decision making. The DTL Board is committed to
having a culture of openness and mutual respect, at all levels of its governance structure. During the year,
the DTL Board received training on diversity and inclusion and agreed an action plan, including formalising
a Diversity and Inclusion Policy.
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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.

Beliefs

Investment Beliefs* for the DB Sections

The DTL Board has agreed a set of investment
beliefs, (a summary is shown opposite), that reflect
their core, long-term views, which are reviewed
annually. The investment beliefs drive all decisions
in relation to asset allocation. These beliefs
capture the Directors' views on ESG factors,
Stewardship and Engagement and Climate risks
and opportunities, which are captured under belief
7. We have outlined the underlying beliefs in
relation to ESG factors. In particular, the Directors
believe that ESG factors, including climate change
risks, can be financially material to security prices
and should therefore be considered as part of the
investment process.

1. Risk and return are related

Strategy
These beliefs are applied consistently across asset
classes, and feed into how the IIC approaches and
monitors the stewardship and engagement
activities of its investment managers.
The IIC is highly engaged with managers on ESG
considerations and seek to work through their
expectations with managers in a collaborative
manner. They expect all of their investment
managers to be signatories of the Code and/or the
UN PRI and managers are questioned and
challenged on their decision if, as an organisation
they have not committed to these principles.
Evidence of the outcome this has been achieved in
terms of requesting managers to sign up to the UN
PRI is explained in Principle 8.
Assessment
The DTL Board believes that its culture, values
and governance structure enable appropriate
focus on stewardship. However, it also recognises
that there is always room for improvement. Climate
risks and the opportunities arising from a transition
to a low carbon economy are a significant area of
focus for 2021 and the activities being progressed
in this area are described in later sections of the
report.

2. Return requires risk but risk does not
guarantee return
3. Diversification of risky assets reduces volatility

4. The world is complex
5. Behavioural issues are important
6. Governance is important
7. ESG factors can be financially material to
security prices
i.

The Directors believe that ESG factors can
be financially material to security prices

ii. The Directors believe that good active
managers have considered how to
incorporate ESG factors into their
investment process
iii. The Directors believe that investment
teams are likely to have stronger ESG
analysis if the importance of ESG is
recognised by their broader organisation.
iv. The Directors believe that the impact of,
and potential responses to, climate change
creates a material financial risk. In
particular, the Directors believe that
companies should adjust their business
strategies to align with the 2015 Paris
Agreement.
v. The Directors believe active stewardship
can improve investment returns.
vi. The Directors believe that investments in
controversial weapons are not appropriate
under any circumstances.

*refer to appendix for full beliefs

DHL Group Retirement Plan | UK Stewardship Code Report | September 2021

3

Principle 2

Signatories’ governance, resources and
incentives support stewardship.

Governance Structure
The DTL Board is ultimately responsible for
managing the DHL GRP and ensuring its
fiduciary duty and objectives are met. The
structure and composition of the DTL Board is
illustrated on the top-right.

The DTL Board believes that an effective
governance structure is critical for success in
achieving best practice with respect to its
fiduciary duty. To ensure that the appropriate
level of skill, attention and diligence is applied to
all areas of managing the DHL GRP, the DTL
Board has appointed a number of Committees to
oversee specific areas. These are detailed on
the lower-right hand side. The Pensions
Secretariat team which consists of five
experienced team members support the DTL
Board and the Committees in their activities.
The Committees that have a significant focus on
the DB assets are the Funding and Investment
Strategy (FISC) and the IIC.

DTL Board

DHL Trustees Ltd

Stuart Dunn
Secretary

Professional

Company Appointed

Member Nominated

Directors

Directors

Directors

Tony Chapman

Mike Broome

Jill Duggan

Brian Mabbott

Jason Smith

Robert Simpson

Markus Wittum

Mike Dunn

Peter Flanagan
P.F. Trustee Ltd.
Chair

Law Debenture
Represented by
David Kidd
And
Samantha Pitt

Trustee to the DHL Group Retirement Plan

The FISC is responsible for a number of areas
Committees
(outlined in its terms of reference) including
recommending to the DTL Board the appropriate
level of risk and expected return to be targeted
within the DB Sections (the investment
objectives).
Funding and
The IIC is responsible for the implementation of
the investment objectives which includes
decisions on asset allocation and the selection,
retention and termination of investment
managers. The IIC has appointed a number of
investment managers with delegated authority to
invest the DHL PIF's assets, within mandated
guidelines and restrictions. The investment
managers are responsible for implementing the
DTL Board’s ESG beliefs on the IIC’s behalf. The
IIC have the responsibility for overseeing and
monitoring each manager’s stewardship
activities, supported by the investment
consultant.

DHL Trustees Ltd

Investment
Strategy Committee

Investment
Implementation
Committee

Strategy
Committee

Defined Contribution
Committee

Pension Operations
Committee

Audit and Risk
Management
Committee

Oversight of Stewardship
The DTL Board believes that the governance structure,
choice of service providers & investment managers
enables it be an effective steward of assets. There is
always room for improvement and a next step will be
to formalise some of the policies (e.g. climate policy) in
relation to ESG.
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Principle 2

Signatories’ governance, resources and
incentives support stewardship.

Incentives

Resources

The IIC takes a long-term approach to
assessing investments and has a
preference for "investing" over
"trading", which is articulated clearly
to the investment managers from the
outset of their appointment.

Investment Implementation Committee

This preference for a long-term
approach is also reflected in the way
in which mandates are structured and
the types of managers that are
appointed e.g. equity managers that
have a long-term, low-turnover
approach and investment-grade credit
portfolios which were recently
transitioned to a 'buy-and-refresh'
approach. Managers that align with
this long term philosophy fully
integrate active stewardship and
engagement into their investment
process to ensure that they are
creating long-term sustainable value
for the DHL PIF.

The IIC meets with each of the DHL PIF’s investment managers on an
annual basis, during which they must present metrics and examples on
how they have engaged with issuers and other entities over the course
of the year on ESG factors.
Investment Consultant
The DTL Board has appointed an investment consultant, Momentum
Investment Solutions & Consulting (Momentum) to aid with ongoing
monitoring of the DB assets and their investment managers. The
investment consultant carries out an annual review of the Stewardship
and Engagement activities of the investment managers, which is then
reviewed by the IIC.
The investment consultant supports the IIC in the selection, monitoring
and termination of investment managers. As part of this process, the
investment consultant is responsible for reviewing the ESG policies and
beliefs for each of the investment managers. The investment consultant
is also responsible for monitoring the integration of the manager’s ESG
beliefs and policies into the investment process.
In-house Team

The in-house team is responsible for ensuring that there is effective
governance, risk management and internal controls in operation. For
example, to ensure the DTL Board satisfy the governance and reporting
Training
requirements under the Occupational Pension Schemes (Climate
The DTL Board and the IIC undertake Change Governance and Reporting) Regulations 2021, the in-house
team put together a detailed project plan and established working
regular training to ensure they are
groups. Further, the Finance function of the in-house team prepare the
kept informed of the latest
developments. The IIC hold an annual annual report and accounts, co-ordinate the annual audit and is
responsible for ensuring all financial transactions are correctly
training day and ESG has been a
processed and recorded.
significant topic of discussion for a
number of years. For example at the Custodian
October 2020 training day the IIC
considered “The future of Energy” and Whilst the investment managers are able to provide much of the data
at the June 2021 training day the IIC that is used as part of the reporting for the DHL PIF, the IIC is also
working with the custodian, BNY Mellon, to ensure that there is a single,
received a session on “Systematic
independent source of ESG data and metrics that can be used to
impact investing”. In addition to
annual training days, the DTL Board assess investment managers.
and the Committees are kept
Cost Transparency
informed by their advisers through
The IIC have also recently appointed ClearGlass to provide data on the
quarterly “Hot Topics” and industry
costs incurred by the investment managers, as a means of providing
and legal updates.
further transparency of these costs to the IIC.
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Principle 3

Signatories manage conflicts of interest to put
the best interests of clients and beneficiaries
first.

Conflicts of Interest Policy
The DTL Board has clear policies in place which address the identification, management and disclosure of
conflicts of interest that may arise for Directors and their officers when making decisions on its behalf, which
includes those in relation to stewardship activities. The Conflicts of Interest Policy is reviewed formally by the
DTL Board at least every 3 years. A Conflicts of Interest Register is maintained for all officers of the DTL
Board and this is reviewed at the start of each formal meeting.

The Conflicts of Interest Policy sets out the broad framework for identifying and dealing with actual or potential
conflicts. This applies to both the DTL Board, professional advisers and the in-house team. A summary of the
framework is set out below:
• Recognising potential conflict situations
• Declaration and register of interests
• Declaration and register of conflicts
• Evaluating and managing conflicts

• Conflicts arising in relation to the different
sections of the DHLGRP
• Trustee awareness and understanding
• Managing advisor conflicts
• Review

The Conflicts of Interest Policy can be found in full in the appendix to this report.
EXAMPLE
At a recent DTL Board meeting, the topic of trustee fees was discussed. In order to avoid a conflict of
interest, any Director impacted by this decision left the meeting in order to avoid the potential conflict.
Investment Managers

Day-to-day implementation of the DHL PIF’s stewardship activity has been delegated to external
investment managers. The IIC expects its investment managers to document their approach to
stewardship, which should include how they manage any conflicts of interest that arise to ensure that the
interests of the DHL GRP’s members are prioritised.
The IIC’s investment consultant receives and reviews the conflicts of interest policy for each of the DHL
PIF’s managers and highlights any potential area of concern (if any) to the IIC. Factors considered in the
review of each manager’s policy include:
• an explanation of how the manager acts in the best interest of clients;
• a description of how conflicts of interest arise and how they are identified; and
• the process that is followed when a conflict of interest is seen to exist.
At present, there are no concerns regarding the manner in which conflicts of interest are managed for
each of the DHL PIF’s managers.
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Principle 4

Signatories identify and respond to marketwide and systemic risks to promote a wellfunctioning financial system.

The IIC’s investment consultant provides the first response to market-wide risks. The investment
consultant reviews market conditions on a weekly basis and updates the IIC on market related
considerations quarterly through the regular reporting. The quarterly reporting provided to the IIC also
provides an update on the risks within the DHL PIF (using Value at Risk and Portfolio Volatility metrics)
and also includes detailed reporting on the collateral and counterparty risks within the liability hedging
mandate. Given the importance and complexity of the liability hedging mandate, the IIC has a SubCommittee which meets quarterly with the liability hedging manager and the investment consultant to
review market conditions and risks in relation to the liability hedging mandate. The effectiveness of the
investment consultant in identifying and responding to market-wide and systemic risks is reviewed as
part of their annual performance review outlined in Principle 8.
Once a risk is identified, there is a governance structure in place that these can be easily and quickly
relayed back to the IIC and any action required can be implemented quickly. A good example of this is
the response to the COVID-19 pandemic, which is detailed below.
Climate Risks
The IIC monitor emerging risks, with the current focus being on
climate-related risks. The DTL Board is a supporter of the TCFD
and is progressing implementation of the various requirements
of the Occupational Pension Schemes (Climate Change
Governance and Reporting) Regulations 2021, including:
• Ensuring the appropriate governance arrangement are in
place including outlining the roles and responsibilities for the
DTL Board and the various Committees
• Carrying out climate training for the DTL Board and relevant
Committees
• Undertaking scenario analysis
• Collecting climate metrics from the investment managers to
obtain a baseline position
• Ensuring metrics and targets are aligned with the Trustee’s
ESG beliefs and investment philosophy.
• Agreeing a climate risk policy
Although the IIC have considered implementing a net zero
target, they have opted not to adopt this at the moment until it
has undertaken scenario analysis and a baseline position has
been obtained.
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Case Study: COVID-19 Response
In response to the COVID-19 pandemic,
the IIC's investment consultant provided
regular updates to the Sub-Committee of
the IIC on the impact of the market
volatility on the DHL PIF’s assets,
liabilities and funding level. In addition,
portfolio rebalancing was undertaken
quickly to capture market opportunities,
whilst simultaneously understanding the
impact on each portfolio and reporting
this information back to the IIC.
Additionally, when invited to an IIC
meeting, each of the DHL PIF’s
investment managers reported on the
impact of COVID-19 on their investment
portfolio, business, teams and operation
as part of their annual meeting.
Penfida, the DTL Board’s covenant
adviser, also provided the Board with
regular monitoring and updates on the
financial strength of the Company
(Deutsche Post DHL Group) throughout
the pandemic.
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Principle 4
Industry Wide Initiatives
The DTL Board and the IIC
encourage their advisers and
investment managers to
participate in industry-wide
initiatives where this is
aligned with the DTL Board’s
fiduciary duty to its members.
Over the period, the DTL
Board responded to the
consultation on Retail Price
Index (RPI) reform.
The investment managers
also participate in initiatives to
promote responsible
investment. An example of
this is illustrated in the case
study opposite, where the IIC
has received regular updates
on the manager’s work in this
area since the issue was
identified.

Signatories identify and respond to marketwide and systemic risks to promote a wellfunctioning financial system.

Case Study: Residential Ground Rents
Context: The IIC invests in ground rents in their Secure Income
portfolio. Following the Grenfell Tower Incident (2017), cladding on
buildings needs to be reviewed to ensure leaseholder safety and
compliance with fire safety practices.
Objective: The investments in ground rents are managed by one of the
IIC’s investment managers. The objective of the manager was to identify
and rectify cladding related issues with buildings and find third party
funding pools to cover costs where possible.
Action: In 2017, the manager evaluated every building for compliance
with latest building safety standards. A programme of engagement with
homebuilders was initiated to encourage them to fund cladding
rectification works. Loans were provided to the affected buildings to
cover initial conversion costs. The manager engaged with Ministry of
Housing, Communities, and Local Government to encourage the
creation of a government backed fund to finance rectification works
where it is not possible to attribute third party liability.
Outcome: All affected buildings (<0.5% of properties) in the process of
having cladding rectified. Homebuilders agreed to finance the work for
all except 2 buildings in the portfolio. For these, the manager were the
first institutional free holder to secure Government funding to cover the
conversion costs, with work started in December 2020. The manager
expects their Government funding agreements to become a blueprint for
other institutional freeholders in the sector.
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Principle 5

Signatories review their policies, assure their
processes and assess the effectiveness of
their activities.

Statement of Investment Principles
The DTL Board review their Statement of Investment Principles (the SIP), with input from the
IIC, at least every three years and after any significant change in investment policy.
Changes to the SIP can only be made once the DTL Board has obtained and considered the
advice of someone who the DTL Board believes to be qualified in their ability in and practical
experience of financial matters and to have the appropriate knowledge and experience of
the management of the DHL PIF’s investments. The SIP can be viewed by clicking here.
Investment Beliefs
As mentioned under Principle 1, the DTL Board has adopted a set of investment beliefs that
reflect their core, long-term views. These are reviewed annually and, in their latest review,
were expanded to have greater focus on climate risks and the opportunities arising from a
transition to a low carbon economy. These investment beliefs are included in the appendix.
Risk Register
The DTL Board produces a risk register, stating all of the risks the that DHL GRP is exposed
to, and which Committees are responsible for managing these risks. The risk register is
reviewed annually and is in the process of being amended to include greater emphasis on
risks relating to ESG and climate risks.
Climate Policy
The DTL Board has agreed its first Climate Policy setting out how it will manage climate
related risks and opportunities. The DHL PIF’s investment managers will be expected to
invest in a manner that aligns with the policies set out in the Climate Policy.
The DTL Board continually seeks to improve all policies in relation to stewardship as evidenced by its
work on the climate policy. The governing documents mentioned above were all reviewed over the period
under review. In particular, the SIP was amended to reflect:
• How the arrangements with asset managers incentivise them to align their investment strategy and
decisions with the DTL Board’s policies in the SIP.
• How the arrangements incentivise the asset managers to make decisions based on medium to longterm financial and non-financial performance of an equity and/or debt issuer and to use engagement to
improve their performance in the medium to long-term.
• How the method (and time horizon) of the asset manager’s evaluation is in line with the DTL Board’s
policies in the SIP.
• How the Trustee monitors portfolio turnover costs incurred by the asset manager and how those
managers define and monitor this.

• The duration of the arrangement with the asset managers.
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Principle 5

Signatories review their policies, assure their
processes and assess the effectiveness of
their activities.

External Assurance
Each year, the IIC asks each investment manager to report any exceptions that are
raised in their internal controls reports. Any exceptions are discussed with the investment
manager and followed up by the investment consultant until they are resolved in a
satisfactory manner. The IIC has chosen this approach, given these are industry standard
reports which carried out by independent providers.
Over the period an issue has been raised with one of the investment managers where the
accounts have been qualified. There have been a number of meetings with the
investment manager to discuss this issue and the IIC will continue to monitor this until it is
resolved to their satisfaction.
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Principle 6

Signatories take account of client and
beneficiary needs and communicate the
activities and outcomes of their stewardship
and investment to them.

The Membership
The DHL GRP is a UK based pension scheme with c. 50,000 members in the DB Sections. Around 61%
of the membership is pensioners and dependants, with the remaining c. 39% representing deferred
members. The DB Sections of the DHL GRP are relatively mature - the average age of the pensioner
population is 74 years and the average age for a deferred member is 56.
The DHL GRP is relatively mature; around half the liabilities are in respect of pensioners and the majority
of deferred members are expected to retire in the next 10 years and the overall duration of the DHL
GRP’s DB liabilities was around 16 years as at the 31 March 2021. It is the Trustee’s primary duty to
ensure the members' benefits are paid in accordance with the rules of the DHL GRP. To this end, they
operate an Integrated Risk Management policy to consider funding, investment and the Company’s
covenant. The FISC takes into account the duration of the liabilities when recommending the overall
level of risk / return to the DTL Board to target for each DB Section. The approach is summarised in the
Integrated Risk Management Summary which sets out how funding, investment and covenant risks in
relation to the DB Sections are managed. The framework covers the DB Sections’ risk oversight
structure, objectives, the key risks to meeting these objectives, and how these risks are monitored and
mitigated.
Asset Allocation

Each of the six sections of the DHL PIF has its own specific strategic asset allocation, depending on their
funding levels and risk / return requirements, though these are broadly similar across the sections. The
strategic asset allocation for the DHL PIF as a whole, as at 31 March 2021 is shown below.
Asset Class

Geography

Allocation

Liability hedging

UK

23.7%

Investment Grade
Credit

Global

18.5%

Secure Income

UK

5.5%

Secured Finance

Global

13.3%

Life ILS

Global

2.2%

Multi-Asset Credit

US & Europe

4.5%

EMD

Emerging Markets

5.0%

Private Debt

US & Europe

9.0%

Infrastructure
Income

UK

2.5%

Property

UK

5.0%

Hedge Funds

Global

2.4%

Equity

Global

8.4%

DHL PIF Target Allocation

8%
2%
5%
4%

24%

9%
5%
19%

6%
2%
13%

Liability Hedging Mandate
Secure Income
Life ILS
EMD
Infrastructure Income
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Principle 6

Signatories take account of client and
beneficiary needs and communicate the
activities and outcomes of their stewardship
and investment to them.

Communication of Stewardship & Investment Activity
The DTL Board produce an annual newsletter for members, which
provides members with key updates over the year. This is issued by
post to all members. The DHL GRP has a website where different
forms of communication are used such as videos and written
explanations. The website covers a number of areas including:
• How the DHL GRP works;
• Plan Governance;
• Saving and Planning for Retirement;
• Automatic enrolment; and
• Tools such as a Pension Tracker app.
The link to the website is below:
https://mypension.dhl.co.uk/Homepage
The IIC take an active approach across the investment policy which
ensures that the IIC can hold investment managers to account in the
way in which Stewardship and Engagement activities are carried out.
The IIC’s investment consultant conducts an annual review of the
DHL PIF’s managers’ stewardship and engagement activities and
produces an annual ‘Stewardship and Engagement’ Report for the
IIC.
The DTL Board also produces an Implementation Statement which
is included in the annual report and accounts and details how the
DHL PIF has followed the policies set out in the Statement of
Investment Principles, including those related to ESG, Stewardship
and Engagement over the year.
The statement is designed to be easy to read and visually appealing
(see extracts on the right) to allow for better engagement with
members. The in-house team also produces a member-friendly
version of the SIP and works with the Investment consultant to
produce Implementation Statements that are consistent across both
DB and DC Sections. The Implementation Statement and the SIP
are available to members on the DHL GRP website.
The DTL Board has recently appointed (post 31 March 2021) a
communications advisor, Willis Towers Watson, to aid with
communications to members.
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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.

Integration of Investment Beliefs
The DTL Board takes an integrated approach to stewardship which flows from the investment beliefs,
shown below. These reflect their long-term, core views and are embedded fully into all aspects of the
investment process, across asset classes and across geographies.
DHL IIC Investment Beliefs
The Investment Beliefs are included in the appendix. The beliefs in relation to ESG are summarised
below:
ESG factors can be financially material to security prices
i.

The Directors believe that ESG factors can be financially material to security prices

ii. The Directors believe that good active managers have considered how to incorporate ESG factors
into their investment process
iii. The Directors believe that investment teams are likely to have stronger ESG analysis if the
importance of ESG is recognised by their broader organisation.
iv. The Directors believe that the impact of, and potential responses to, climate change creates a
material financial risk. In particular, the Directors believe that companies should adjust their
business strategies to align with the 2015 Paris Agreement.
v. The Directors believe active stewardship can improve investment returns.
vi. The Directors believe that investments in controversial weapons are not appropriate under any
circumstances.

Climate Policy
The DTL Board has identified climate risks and the opportunities arising from a transition to a low carbon
economy as specific areas of focus over the period under review and agreed to formalise its approach to
climate risk through a Climate Risk Policy. The policy was approved at the DTL Board meeting in September
2021.
Investment Restrictions
The IIC has discussed investment exclusions in detail and concluded that investments in businesses and
corporate entities that are involved in the production of controversial weapons pose significant reputational
and regulatory risks which may be financially material. The IIC further understand that, given the nature of the
DHL PIF’s segregated mandates, this exclusion is unlikely to have a material negative impact on the financial
outcomes of the investment portfolios. These investments are therefore prohibited within the DHL PIF’s
segregated mandates.
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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.

Manager Selection and Monitoring
ESG factors, including Stewardship and Engagement, are integrated fully into the IIC’s investment process.
When selecting a new manager, the IIC’s investment consultant will review the managers approach to ESG
to ensure that this in-line with expectations. The IIC’s investment consultant reviews any changes in each
manager’s approach and managers are expected to report on any changes to their ESG approach at their
annual meeting with the IIC.

The investment consultant reviews the investment manager's approach and any changes or enhancements
to their approach are discussed as part of the annual manager review process. Over recent years, the
common theme across investment managers has been the overall enhancement of ESG integration and
processes, particularly with respect to climate reporting.
The IIC looks to apply the same rigour and process to integrating stewardship across all asset classes and
geographies. However, the IIC accepts that the approach to stewardship by investment managers will vary
according to asset class.
Investment Exclusions
The IIC has discussed investment exclusions in detail and concluded that investments in businesses and
corporate entities that are involved in the production of controversial weapons pose significant reputational
and regulatory risks which may be financially material. The IIC further understand that, given the nature of
the DTL PIF’s segregated mandates, this exclusion is unlikely to have a material negative impact on the
financial outcomes of the investment portfolios. These investments are therefore prohibited within the DHL
PIF’s segregated mandates.
Public Equities and Bonds
The DHL PIF’s listed equity and bond managers are able to demonstrate high levels of engagement and
stewardship. Examples of their approach are covered in Principles 9 & 10. An example of the approach
taken by one of the DHL PIF’s fixed income managers is shown on the next page.

Private Assets
The IIC is satisfied with the manner in which the investment managers integrate stewardship within their
investment process. However, the reporting that is currently available from investment managers on their
engagement is a work in progress. Progress is being made in this area and a good example is provided in
the response to Principle 9.
Liability Hedging
The liability hedging manager is focused on integrating ESG within their LDI solutions, in particular by
engaging with counterparties. An example of stewardship in this area is shown on p17 and 18.
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Principle 7

CASE STUDY
Secure Income, Secured Finance and Cash
Generating Portfolio

This manager manages three fixed income mandates for the DHL PIF; Secure Income, Secured Finance
and the Cash Generating Portfolio (CGP). The manager is a signatory to both the UN PRI and 2020 UK
Stewardship code.
In addition, the manager is a signatory of the Green Bond Principles and is a
Climate Bond Initiative (CBI) Partners. The manager is an active contributor to
the CBI through their involvement in the following CBI initiatives:
• EU Green Securities Steering Committee
• Industry Working Group for Marine Renewable Energy Investments
• Industry Working Group for Hydropower Investments
• Climate Bonds working group for bioenergy

ESG Investment Principles
•

For all investments, the manager takes into consideration
environmental, social and governance (ESG) factors that
have the potential to have a material financial impact.

•

For all investments, they believe consideration of the
implications for society and the environment to be part of
investment stewardship and in line with their fiduciary
duty to their clients.

•

They take a long-term approach, keeping in mind client
time horizons, the urgency of individual ESG issues and
delivery.

•

They identify ESG themes and risk factors and integrate
them into their investment and risk management
processes.

•

•

They are active investors and believe in active
management, preferring stock selection, engagement
and voting (where relevant) over exclusion. Their aim is
to invest in the solution not the problem. Therefore, as a
responsible investor, they seek to support companies
transitioning towards the creation of a more sustainable
economy.
As an investor they are politically neutral, they do not
engage in political contributions, nor do they have a direct
affiliation with any political party in any country. They are
committed to working with their stakeholders, including
their investee companies, to help end slavery, human
trafficking, child labour or any other abuse of human
rights. Therefore, they take into consideration politics
where they impact human rights, the rule of law, fairness
and equality, and where local and/or geo-political risk
impacts the risk / return profile of the investment.

•

Where an investment, either by the nature of its
business or by the nature of the investee company's
activities or behaviours, breaches their core values,
they will assess the investment under their exclusion
process. Where they believe engagement and voting
have been or will be ineffective in influencing positive
change, they may exclude the company from
portfolios.

•

They review their ESG approach regularly in order to
align with scientific and technological improvements,
changes in the global economy, and the evolution of
good practice, sustainability and ethics.

•

They aspire to produce research of the highest quality
for their investment teams, generating market leading
proprietary research and data, integrating ESG into
the investment process across all asset classes.

•

They recognise the complexity in identifying and
addressing the drivers of ESG issues, given the
interdependence of ESG factors, some of which are
inherently subjective and where available data may
not be of high quality. In such cases they adopt a
pragmatic approach, balancing the implications for the
economy, society and the environment where
available information is not objective or reliable.

•

As providers of capital to investee companies, they
are not responsible for the day-to-day management of
the company. However, they are cognisant of the
need to encourage good corporate governance and
sustainable business practices and, if necessary, vote
for changes to board composition where this is not the
case.
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Principle 7

CASE STUDY
Liability hedging manager

Engagement Priorities
The liability hedging manager’s focus is on integrating ESG within their LDI solutions,
in particular by engaging with counterparties. Some key statistics from their
engagement with banks can be seen below:

67

engagements with banks over 2020

47%

11%

Relating to
environmental issues

Relating to social
issues

31%

11%

Relating to
governance issues

Relating to Strategy
and other issues
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Principle 7

CASE STUDY
Liability hedging manager

Counterparty Bank – Environment
The liability hedging manager engaged with a counterparty bank regarding how they were aligning
their financing activities with the Paris Agreement Goals.

Concerns
• Lack of robust financing restrictions for thermal coal.

• Bank consistently identified as large financier of high-emitting Canadian
oil sands.
• Lack of comprehensive climate risk reporting and targets.

Actions
• A total of 5 meetings held since 2017 to voice their concerns, both oneon-one with the bank and as part of a wider investor coalition.
• Voted against the Chair in 2019 to signal their serious concerns with
regards to climate risk management.
• In 2020, voted against management in support of two climate-related
shareholder resolutions.

Outcome
• In October 2020, the bank announced plans to align financing activities
with the goals of the Paris Agreement. The bank will focus on oil & gas,
electric power & automotive sectors initially.
• The liability hedging manager met with bank to encourage an
expansion of the sectors, and will continue to follow developments
closely, particularly how these targets are reflected in bank’s financing
mix going forward.
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Principle 8

Signatories monitor and hold to account
managers and/or service providers.

Arrangements with Service Providers
The IIC employs a number of investment managers and service providers to meet their investment objectives.
The roles and responsibilities, including details of how the IIC monitor these, is summarised below:
Investment Managers
The IIC has appointed a number of investment managers in various asset classes across both public and
private markets. The investment objectives for each manager are specified in investment management
agreements with clear guidelines as to how the investments are to be managed. Fees are agreed in
advance of the manager appointment being confirmed and the IIC seeks to ensure that ‘Most Favoured
Nation’ clauses are agreed with the investment manager to ensure fees are competitive and fair. The IIC
reviews the suitability and performance of each investment manager through quarterly reporting provided
by the investment consultant and carries out a thorough review with each investment manager on an
annual basis. Should the IIC believe that the manager is no longer suitable to deliver the overall objectives
of the DHL PIF, or confidence in the investment manager to deliver their specific objectives has reduced,
the manager will be terminated and the IIC will look to replace the manager with a suitable alternative. An
example of this during 2020 was with a global equity manager where the IIC lost confidence in the
manager. The appointment was terminated and a new manager appointment has been made in 2021.
As part of their annual monitoring meeting, the IIC meet expects each manager to report on the following:
• Whether or not they are a signatory to the Code and UN PRI
• How ESG factors are considered within the investment process, including relevant ESG examples and
metrics
In 2021, to further enhance reporting, the IIC systematically collated this information as part of their annual
Stewardship and Engagement Report. The IIC reviews the information provided by the investment
managers, asks challenging questions and follows up where a manager’s approach is deemed as
unsatisfactory. An example of this is the case study below where the IIC followed up with the manager on
several occasions until a satisfactory outcome was achieved.

Case Study: Multi-asset credit
Previously, the DHL PIF’s multi-asset credit manager had not been a signatory to the UN PRI. However,
following pressure from the IIC over a number of meetings, the manager did sign up to the principles in July
2019, citing the IIC as being one of the main reasons behind this. Furthermore, the manager has commented
on the significant benefit and learning to them as an organisation as a result of committing to the principles.
A similar process is now being followed with a private debt manager who are the only manager that is not a
signatory to the UN PRI.
The IIC has found that investment managers are receptive to these dialogues and often it’s a resource issue
internally that needs to be solved rather than any change to the way in which ESG is integrated throughout the
manager’s process (which is considered as part of the manager selection and retention).
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Principle 8

Signatories monitor and hold to account
managers and/or service providers.

Investment Consultant

The IIC has appointed an investment consultant who advises the DTL Board, the FISC and the IIC on
all aspects of investment strategy including setting investment objectives, asset allocation, manager
selection & monitoring and implementation. The contractual arrangements between the DTL Board
and the investment consultant specify the services that are to be provided and the fee arrangements.
The DTL Board has set clear objectives for the investment consultant and the performance of the
investment consultant is reviewed annually against these objectives. In addition, the IIC reviewed the
investment consultant’s competencies with respect to advising on climate risks using the ICSWG’s
Climate Competency Framework and was satisfied with the response.
The fees of the investment consultant have a discretionary performance-based element which is
based on the IIC’s assessment of the quality and quantity of work that has been undertaken by the
investment consultant. The level of the performance-based element is also reviewed as part of the
annual review. The performance of the investment consultant was most recently reviewed in
December 2020 and the DTL Board approved the IIC’s recommendation to award the investment
consultant 75% of the target performance-based fee. If the IIC were dissatisfied with the performance
of the investment consultant, the appointment would be reviewed immediately. It is also part of the
five-year strategic plan of the DTL Board to carry out market tender exercise for this role.
Custodian and Custodian Adviser
BNY Mellon and MJ Hudson-Amaces have been appointed as the DHL PIF's custodian and custodian
advisor respectively. The contractual arrangements between the DHL PIF and the providers specify
the services that are to be provided and the fee arrangements. Both providers attend an annual
meeting with the IIC to discuss the Custodian’s performance over the year. If the IIC were dissatisfied
with the performance of the either provider, the appointment would be reviewed immediately. BNY
Mellon and MJ Hudson-Amaces attended a meeting in February 2021 and although areas for
improvement were raised with regards to the BNY Mellon arrangement, the IIC were satisfied with
both appointments. In terms of areas that are working well, the internal team has observed that the
online processing system for payments which was implemented over the period, has resulted in a
more efficient processing of transactions, whilst maintaining an appropriate level of control and
oversight. In terms of areas to progress further, the IIC are dissatisfied with the level of ESG reporting
that is currently available from BNY Mellon. This has been raised a high priority area with BNY Mellon
to ensure that this is getting the level of attention required.
Cost Transparency
ClearGlass have been appointed to provide cost information to the IIC on their investment managers.
The IIC are yet to receive and review their first report and will use the information to hold managers to
account if costs are deemed to be out of line with the peer group.
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Signatories engage with issuers to maintain or
enhance the value of assets.

Principle 9

To incentivise the medium to long-term non-financial performance of its investments, the IIC monitor the
stewardship and engagement activities for each of its investment managers. The IIC expects its
investment managers to directly engage with the debt or equity issuers on ESG issues to improve the
issuer’s performance on a medium to long-term basis. The IIC communicates this expectation to
investment managers both as part of the initial selection and as part of their annual review meeting. In
addition, the Investment Consultant re-enforces these expectations as part of their regular monitoring on
behalf of the IIC. The quality of each investment manager’s approach forms part of the assessment of its
ongoing suitability.

Engagements over 2020

351
32%
53,000

engagements across 7 of the DHL PIF's managers
where mandate specific data was available
of the NAV for the 7 managers where mandate specific data
was available has been engaged with

resolutions voted on, for which the equity managers were
eligible to vote

Case Study: Global Equities
The manager manages a global equity mandate on behalf of the DHL PIF. The manager is also a signatory
to the UN PRI and 2020 UK Stewardship code. Detailed below are some of their engagement highlights
over 2020.

43%

28

100%

of engagements linked
to the UN Sustainable
development goals

entities engaged
with over 2020

of the resolutions
were voted on for
which the manager
was eligible

93%
of the entities within
the portfolio were
engaged with

22
Occurrences of the
manager raising a
specific issue of
concern with an
entity
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Principle 9

CASE STUDY
Engagement Priorities
Global Equities

Engagement Priorities
The IIC has not set its own engagement
priorities. Instead, the IIC has collated
this information across its investment
managers and is satisfied with the
information that has been received. In
particular, it has been noted that climate
change was typically in the top priorities
across the investment managers.
An example of the information that is
collected from the DHL PIF’s managers
is shown opposite. This particular case
study illustrates the manager’s
engagement priorities over 2020. This is
used to compare and contrast
approaches within asset classes and to
challenge managers on their actual
activity

Case Study: Global Equities

Environment

Social

In particular, 43% of their engagements
have been linked to one or more of the
UN Sustainable Development Goals.
The SDG's most frequently addressed
were:

Governance

Strategy,
Financial
and
Reporting

Climate change

Frequently

Natural resource use/impact (eg
water, biodiversity)

Frequently

Pollution, Waste

Frequently

Conduct, culture and ethics (eg
tax, anti-bribery, lobbying)

Occasionally

Human and labour rights (eg
supply chain rights, community
relations)

Occasionally

Human capital management (eg
inclusion & diversity, employee
terms, safety)

Frequently

Inequality

Occasionally

Public health

Occasionally

Board effectiveness (eg diversity;
independence, oversight)

Frequently

Leadership - Chair/CEO

Occasionally

Remuneration

Frequently

Shareholder rights

Occasionally

Capital allocation

Frequently

Corporate reporting (eg audit,
accounting, sustainability
reporting)

Occasionally

Financial performance

Occasionally

Firm strategy/purpose

Occasionally

Risk management (eg
operational risks,
cyber/information security,
product risks)

Frequently
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CASE STUDY
Data Availability within Private Markets
Private Debt

Principle 9
Data Availability

Whilst many of the managers are able to provide good quality data on their engagements, it can be
inconsistent across asset classes and investment managers. This is something that that the IIC is
looking to take forward into future, with a particular focus being on climate data.
Whilst data for liquid mandates is typically more readily available that for illiquid mandates, a case study
of one of the Private Markets manager that has been able to provide excellent quality data is shown
below.
Case Study: Private Debt

The manager manages Private Debt on behalf of the DHL PIF. They became a member of the UN PRI
in December 2019, and have collaborated with the UN PRI in developing a suitable framework for
private debt. They support the objectives of the Code but are not signatories.

UN Sustainable Development Goals

E, S & G Monitoring Areas

The manager assesses each portfolio company
based on its alignment with the UN SDGs. The
charts below show the proportion of portfolio
companies that contribute to specific SDGs.

Over the course of the investment, ESG risks
are identified and those that are material are
flagged as requiring ongoing monitoring. The
charts below show a breakdown of the ESG
Monitoring Areas of the portfolio and the top-3
most common factors under each category.

Private debt portfolio
Environment

19%
G,
31%

10%
5%

5%

5%

5%

E,
14%

5%

•
•
•

GHG Emissions
Biodiversity & Land Use
Toxic Emissions & Waste
Management

Social
S,
55%

•
•
•

Human Capital Development
Product Quality & Safety
Customer Privacy & Data
Security

Governance
•
•
•
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Principle 9

CASE STUDIES
Engagement Highlights over 2020
Multi-Asset Credit
Global Equities

CASE STUDY: Plastic Packaging

CASE STUDY: Tobacco

The manager is a long term member of the loan
syndicate for this plastic packaging company, and
were strong and early supporters of an
amendment to the pricing structure to incorporate
an ESG pricing ratchet. Therefore they believed it
important that they were part of the discussions.
Support of a sustainability-driven margin ratchet
aligns with their ESG policy, conducive to
investing companies supportive of the UN SDGs.

The manager has been engaging with a tobacco
company, on the issue of child labour in their
agricultural supply chain since 2019.

The manager worked with the sponsor and
borrower on a sustainability linked margin ratchet.
On call with sponsor and management, they
discussed green KPIs and a methodology that
would drive a new sustainability-driven margin
ratchet, whereby the company will adjust its cost
of debt by +/- 5 basis points based on missing /
hitting green targets. The company is the first
sponsor-backed loan issuer that has launched
such an initiative in the European market.
The manager facilitated and invested in the first
institutional term loan with interest payments
directly linked to ESG factors. This has set a
record by creating the first institutional term loan
with interest payments directly linked to ESG
factors. The manager was involved ahead of the
broader loan syndicate, and provided early
support and feedback for the initiative.
The engagement was a success and they
continue to monitor opportunities to engage to
bring about more loan arrangements where
economic and sustainability objectives coincide.

This is a complex issue, given the manufacturers
of consumer products very often do not have
visibility into or direct control of farm-level
practices, several layers down the value chain. It
is further exacerbated by the lack of appropriate
social infrastructure in lower-income emerging
markets that produce many of the crops going into
everyday products sold by multinationals.
The manager believes the companies’ primary
focus should be on enhanced monitoring and an
independent, publicly disclosed assessment of
labour conditions in their supply chains. This
should in turn enable corrective actions and better
inform their stakeholders.
When they first engaged with the company on the
topic, they compared the company’s reporting on
and strategy to eliminate child labour to those of
their closest peer, and found a lower level of
disclosure and limited direct collaboration with
independent third parties (such as supply chain
auditors and human rights NGOs). They gave
constructive feedback to the company to help
improve its practices.
Soon after the manager’s most recent
engagement, the company published their first
ever human rights report. Among other topics it
included improved disclosure on incidences of
child labour on supplier farms, as well as a
summary of results from the first set of countrylevel human rights impact assessments
conducted by independent experts. The company
outlined some of their actions in response to
issues uncovered by these assessments.
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Principle 10

Signatories, where necessary, participate in
collaborative engagement to influence issuers.

Where practical, the IIC encourages its investment managers to work collectively with other managers in
order to encourage positive change.

As part of the annual Stewardship and Engagement review, the
investment consultant collects data on the number of occasions a
manager has participated in collaborative engagement, and to list all
collaborative engagements where the manager has taken a leadership
role, or been a very active contributor (as opposed to being passively
involved), over the last 12 months.

13
collaborative
engagements
over 2020

CASE STUDY: Manufacturer of Survival Equipment
The manager formed part of an Ad-Hoc Group to engage collaboratively with the Company. After forming
part of the Ad-Hoc Group, they undertook a series of meetings to discuss governance and corporate
structure. As part of the manager’s intensive programme of engagement with the company, it became clear
to them that they had an inadequate governance structure, with lack of diversity on the board, an inability to
hold management to account and an unsatisfactory corporate culture all contributing to the problems
experienced by the company. Therefore improving the governance became a core objective of their
engagement.
They worked closely with the other members of the Ad-Hoc Group to ensure the new directors would bring
diversity of experience and expertise, including skillsets in operational turnaround/post-merger integration,
corporate restructuring and the end markets. The Company was selling into, to help drive through the
business transformation in keeping with the new values of the business, centred on safety, trust, integrity
and excellence. The manager formed part of the selection committee for the new Executive Chairman and
were instrumental in selecting a candidate who combined all these desired skills with what they judge to be
a strong moral compass to set the business on the right footing.
The outcome of the manager’s engagement with the Company has been wholesale business
transformation, with a new Board of Directors and new Executive Chairman bringing greater diversity in
terms of experience and expertise, and a set of values for the company which they believe are much more
in keeping with the 21st century and better for all stakeholders – including investors.

Other Collaborative Engagements
Investment Consultant

PLSA

The investment consultant is a member of the
Investment Consultants Sustainability Working
Group (ICSWG). The ICSWG is a collaboration
between 17 firms formed in 2020 taking action to
support and accelerate sustainable investment
initiatives in the UK.

Peter Flanagan, Chair of the DTL Board, is a
member of the both the Defined Benefit and Pension
Dashboard co-ordination committees of the PLSA.
The DB Committee is focussed on the PLSA’s 6
priorities including Responsible Investment.
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Principle 11

Signatories, where necessary, escalate
stewardship activities to influence issuers.

The IIC recognises that the use of constructive engagement with company management can help protect
and enhance shareholder value. Typically, the IIC expects its investment managers to intervene with
investee companies when they view that there are material risks or issues that are being inadequately
addressed.
The IIC reviews the engagement carried out by investment managers as part of their annual meeting with
the IIC, in conjunction with research carried out by the IIC’s investment consultant. This includes
consideration of:
• For equities, whether or not voting activity has led to any changes in company practice;

• Whether the investment manager’s policy specifies when and how they will escalate engagement
activities;
• overall engagement statistics (volume and areas of focus); and
• example of most intensive engagement activity discussed as part of the manager’s annual review
meeting.
The IIC is satisfied that a number of the DHL PIF’s managers have demonstrated areas in which they
have escalated their stewardship duties through the case studies that have been discussed as part of the
annual review meeting.

Engagement Versus Disinvestment
Whilst engagement is always preferable,
disinvestment from a portfolio company is used as
a 'last resort' where the manager is unsatisfied with
the lack of positive outcomes following continued
engagement with the investee company. The
manager may also wish to issue a public statement
about the investee company in order to encourage
change.

Over the calendar year 2020, there has been…

3

1

occurrences of managers
disinvesting or reducing
exposure due to an
unsatisfactory outcome
of engagement.

occurrence of a
manager making a
public statement to
encourage change.

The following page provides further detail on a couple of case studies from one of the DHL PIF’s Buy &
Maintain investment grade credit manager.
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Principle 11

CASE STUDIES
Engagement Highlights over 2020
Buy-and-Maintain Investment Grade Credit

Governance

Governance

The manager began engaging with the
Company in 2020, in order to understand the
company's recent governance shortfalls which
allowed for alleged bribery payments to be
made to government officials and how they
are working to address them.

The manager began engaging with the
Company in 2018, to encourage the company
to improve its governance practices, notably
with the majority owner and CEO acting as
Chairman of the Board.

The company was found to have a material
governance shortfall during the year that led to
a downgrade to high yield and a loss of
investor confidence. While the manager is
willing to hold issuers with weak ESG scores,
they must show improvement or progress
towards improvement in order for them to gain
comfort to continue to hold.
The manager has repeatedly raised to
management their concerns about the
governance situation and questioned the
appointment of the previous CFO to the CEO
role. They have requested additional meetings
to understand how management plans to
address its internal control shortcoming. While
they've held their initial position, the manager
has not added to the holding despite wide
valuations, on their stance that they need to
see more improvement. The company came
to the new issue market and the manager was
clear that they would not be participating due
to the lack of progress on improvement at the
time.

The manager has seen positive developments
from the company with the appointment of a
new Chief Ethics and Compliance Officer as
well as the formation of a compliance
oversight subcommittee of the Audit
Committee. They do not consider this
engagement complete or the outcome
satisfactory yet and continue to work with the
company.

The manager believes the company's poor
governance is a material shortfall and one of
the reasons that it typically trades at a
premium to peers.
The manager’s engagement has been mostly
face to face meetings with the CFO and Head
of Investor Relations at industry conferences.
They escalated these concerns to the CFO
and regularly expressed their concerns to him,
explaining how they believed these issues
contributed to the relative wideness in their
spreads versus peers.
During 2020, the company announced plans
to split the CEO and Chairman roles. While
the manager has further governance topics
they will engage on, they view this as
successfully meeting their objective. The
outcome is primarily a financial benefit though
Board independence should lead to better
decision making that could improve the
company's impact on society and the
environment.
The manager will continue to engage with the
Company but have shifted their focus to
getting them to convert to a C-Corp, thereby
reducing management influence and
increasing broad equity ownership. They
reduced their holding in the Company during
2020 due to tighter valuations, which they
believe was in part driven by the improved
governance at the company.
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Principle 12

Signatories actively exercise their rights
and responsibilities.

Views
The IIC believes that good stewardship can enhance long-term portfolio performance,
and expects its investment managers to directly engage with the debt or equity issuers
to improve the issuer’s performance on a medium to long-term basis.

Monitoring
The IIC also requires managers to report regularly and disclose all voting and
engagement activity undertaken on behalf of the DHL PIF, and may engage with the
managers as part of its stewardship monitoring process. The IIC reviews these voting
records as part of its annual Stewardship and Engagement review. Where the DHL
PIF’s equity managers have proxy voters in place, the manager is also expected to
report on where they have voted against the advice of their proxy voter and their
rationale behind this.

Proxy Voting
The investment managers do make use of proxy voting services to analyse vote issues
and make recommendations. They are not obliged to follow these recommendations
and vote all proxies based on their own voting policies.

Stock Lending
Stock lending is not permitted.

Voting Activity
The voting activity for each of the investment managers over 2020 is summarised in the
table on the following page. The voting information for the individual managers,
including significant votes has been reviewed by the IIC.
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Principle 12

Voting Activity

Manager 1

Manager 2

Manager 3

Manager 4

Manager 5

How many meetings were you eligible to vote at?

1,871

105

2,746

34

48

How many resolutions were you eligible to vote on?

16,731

1,631

33,957

454

360

What % of resolutions did you vote on for which you
were eligible?

100%

98%

99%

100%

92%

Of the resolutions on which you voted, what % did
you vote with management?

82%

95%

81%

91%

92%

Of the resolutions on which you voted, what % did
you vote against management?

16%

5%

19%

9%

6%

Of the resolutions on which you voted, what % did
you abstain from voting?

2%

0%

0%

0%

2%

In what % of meetings, for which you did vote, did
you vote at least once against management?

50%

5%

6%

79%

36%

What % of resolutions, on which you did vote, did
you vote contrary to the recommendation of your
proxy adviser? (if applicable)

0%

0%

0%

9%

16%

Significant Votes
The investment managers are also required to report on any significant votes that have taken place over
the period. The voting information for the individual managers, including significant votes is then
reviewed by the investment consultant. A couple of examples of significant votes are included below.
CASE STUDY: Personal Care Consumer
Company
On 12 May 2020, one of the equity managers voted
against a resolution to approve the company’s
remuneration report. This was due to concerns over
the short and long-term performance metrics. The
vote was passed, but the manager continue to
engage on the topic.
The Company is a British multinational consumer
goods company that produces health, hygiene and
nutrition products.

CASE STUDY: Optical Technology
On 22 May 2020, another one of the equity
managers, voted against a resolution to approve the
issuance of equity or equity-like securities without
pre-emptive rights.
This is an ongoing issue typical to the Hong Kong
market and the manager will vote against a
companies right to issue shares without a vote or
limit on the discount price.
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DHL Group Retirement Plan (DHL GRP) DB
Sections

APPENDIX

DHL GROUP RETIREMENT PLAN (“THE PLAN”)
INVESTMENT BELIEFS – DEFINED BENEFIT ASSETS
1. INTRODUCTION
The purpose of this paper is to document the investment beliefs that have been adopted by the
Trustee Directors ("the Directors"). These beliefs guide all decisions relating to the investment of the
Plan’s defined benefit assets, and form the foundation of discussions on strategy and asset allocation.
Although these beliefs reflect core, long term views which are not expected to change frequently, the
Directors intend to review them annually.
The paper is broken into two main sections. First, section 2 below sets out a number of fundamental
propositions which underpin the more specific investment beliefs. This is followed, in section 3 by the
specific investment beliefs that the Directors have adopted.
2. FUNDAMENTAL PROPOSITIONS
This section sets out a number of fundamental propositions which were used to develop the specific
investment beliefs.
Risk1 and return are related
Capital markets are broadly efficient over the medium to long term – if the expected return on an
asset exceeds that on a second similar asset, there is likely to be an additional risk associated with
holding the former asset.
The Directors accept however, that there will be periods when markets do not operate efficiently.
Whilst such periods will provide exposure to additional risks they also present an opportunity to
enhance return.
Return requires risk but risk does not guarantee return
Risk-taking does not guarantee that an additional return will be achieved even over long time periods.
Diversification of risky assets reduces volatility 2
Combining assets, whose returns are less than perfectly correlated, reduces the volatility of overall
portfolio returns. It also reduces the Plan’s reliance on each individual component of the investment
policy.
The world is complex
Financial market theories are of considerable assistance in understanding real world investment
issues, but they should not be relied upon in isolation when establishing a suitable investment policy.
1

Risk is a measure of uncertainty. In its broadest sense, 'risk' refers to the possibility that actual outcomes are worse than expected
outcomes. For the Directors, the key 'risk' that needs to be managed is the risk that the assets and future contributions from the
sponsor will not be sufficient to meet the Plan's obligations to its beneficiaries.
2 Volatility is a measure of the variability of returns, and is often used to quantify 'risk'. However, it should be noted that, whilst
volatility is a useful measure of risk, it is a far from perfect measure.
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Behavioural issues are important
Behavioural issues apply at the security level, at the asset class level and in the construction of the
overall investment portfolio.
Governance is important
Good decision-making procedures and effective controls improve the chances of successful
management (i.e. better risk-adjusted returns) of investment portfolios.
Environmental, Social and Governance (“ESG”) factors can be financially material to security
prices
ESG factors, including climate change risks, can be financially material to security prices and should
therefore be considered as part of the investment process.
3. INVESTMENT BELIEFS
This section sets out the specific investment beliefs that have been developed based on the
fundamental propositions covered in section 2 above.
3.1. Risk and return are related
The Directors believe that the liabilities are bond like.
The "risk free"1 assets are government bonds with similar characteristics to the liabilities 2 (i.e. by
maturity and nature). Government bonds therefore provide a "hedge" for the liabilities. In practice
any liability hedge would need to make use of derivatives, as physical bonds are not sufficiently
flexible (by term and nature). Corporate bonds also have bond like characteristics which provide a
hedge for the liabilities, but also have an expected return which is higher than the expected return on
government bonds. This higher expected return is not risk free, however, and so the credit
component of a corporate bond investment can be viewed as a "risky" asset.
The Directors believe that assets that do not match the liabilities of the Plan are risky relative
to the liabilities, and that these risks need to be understood, quantified, and monitored. They
also need to be sufficiently well rewarded to justify the risks taken.
Asset and liability modelling ("ALM") can be used to consider the risks inherent in the investment
policy. Whilst the Directors accept the limitations of modelling, they should consider the output of an
ALM exercise periodically.
Regarding risk measurement, the Directors acknowledge that there is no one right way of measuring
the risk of the Plan's investment strategy. However, in terms of measuring potential adverse
scenarios, Value at Risk ("VaR") is considered a reasonable basis for quantifying the potential
downside risk that the Plan is exposed to.

1

The Directors recognise that government bonds are not truly risk free given the inherent default risk of bonds, but that they are
the lowest level of risk that can be taken in the investment policy.
2
The Directors recognise that the liabilities themselves are a series of uncertain future cashflows. The expected cashflows can be
estimated in advance, but the accuracy of these estimates will be dependent on a number of financial (e.g. inflation) and
demographic (e.g. mortality rates) assumptions.
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The Directors believe that liability-related risks can be rewarded.
Changes in long-term interest rates (or yields) and breakeven inflation rates affect the value of the
liabilities, and therefore introduce funding risks. These risks can be reduced by buying assets that
have interest rate and inflation sensitivity, and/or by using derivatives which provide this
sensitivity. When determining the extent to which these risks should be managed, the Directors seek
to estimate the extent to which they are rewarded, so that hedging decisions can be made in a
manner consistent with decisions on other risks (such as equity exposure). These risks can be
rewarded because the price of the hedging assets can be inflated (for extended periods of time) by
price-insensitive buyers such as pension funds and insurance companies which sometimes wish to
reduce these risks at any price.
The Directors also believe that risks should only be tolerated to the extent that the Directors
are satisfied they can be fully underwritten by the Founder.
The Directors regularly seek confirmation from the Founder that it has the resources to ensure that
the risk of failing to meet the obligations to beneficiaries is extremely low. The Directors also seek
independent confirmation of the Founder's ability to do so. However, the Directors believe that
provided the Founder covenant can support the risks involved, taking investment risk in order to
control expected future cash contribution requirements is perfectly reasonable.
The Directors believe that equities and credit should be expected to outperform government
bonds over the long-term.
There is a fundamental economic rationale for equities and credit to outperform government bonds
over the long-term (i.e. a 10 year period), but the Directors accept that this expected excess return is
not guaranteed, and that over long periods of time, equities and credit can underperform relative to
government bonds.
The Directors believe that assets with low liquidity should offer a liquidity premium.
Asset classes which can be expected to offer a liquidity premium include private equity, property and
corporate bonds (both public and private debt). For those pension schemes which have a relatively
long-term investment horizon, there is the potential to benefit from liquidity premia.
3.2. Return requires risk but risk does not guarantee return
The Directors believe that unrewarded risks should be removed if markets allow at a fair price.
For example, if markets are fairly priced, currency risks should not be rewarded.
UK investors take on currency risk when they invest in assets that are not denominated in sterling.
They do this because they wish to hold the non-sterling securities in question rather than in the
expectation of the foreign currency appreciating relative to sterling. This clearly introduces risk,
because the foreign currency could either appreciate or depreciate relative to sterling, affecting the
sterling value of the security. However, in the absence of currency mis-valuation, this risk should not
be rewarded over the longer-term.
The Directors accept, however, that there will be periods when certain currencies are not "fairly
valued" and that these mis-pricings can result in a secular expectation that some currencies will
appreciate relative to others.
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3.3. Diversification of risky assets reduces volatility
The Directors believe that diversification of risky assets, both across and within asset classes,
reduces risk and volatility.
This belief has been a central goal of the Directors when establishing a suitable investment policy. In
particular:
•

The equity portfolio should be diversified between UK and overseas markets, and across
international equity markets.

•

The management arrangements should be diversified across a range of investment managers,
ideally with contrasting approaches.

•

Allocations to alternative asset classes such as property, private equity, growth fixed income and
active strategies such as Global Tactical Asset Allocation ("GTAA") are an appropriate means for
achieving diversification of the Plan's assets.

The main reason for limiting diversification is that governance is limited, and so for practical reasons
mandate size also matters.
3.4. The world is complex
The Directors believe that judgement and qualitative research are at least as important as
quantitative analysis.
In particular, the Directors would not invest in a new asset class simply because an optimisation
process suggests it is attractive. The Directors would need to be convinced that there is a
fundamental rationale for making any investment.
The Directors also recognise that highly unlikely events occur, and that they occur more frequently
than modelling would suggest they should. The Directors will therefore invest in an asset only if they
are able to understand the nature of the risks involved, and how these risks can be managed.
The Directors believe that high quality, proprietary research is needed to construct portfolios
capable of generating superior risk adjusted returns.
Developing best practice investment portfolios requires a substantial commitment to research, as
some form of competitive advantage or insight is required to achieve better than average outcomes.
This is true for investment managers when building portfolios capable of beating market returns, and
also true for consultants when evaluating asset classes and investment managers.
3.5. Behavioural issues are important
The Directors believe that investor behaviour can result in market inefficiencies.
A belief that market inefficiencies exist is a necessary, but not sufficient condition, for active
management to be worthwhile. The additional requirements are that:
•

Skilled investors who are able to exploit market inefficiencies exist; and

•

It is possible to identify these skilful investors; and
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•

The excess returns achievable (through the use of active management) provide sufficient
compensation for the additional fees charged by active managers, transaction costs, and the
additional risks taken by active managers in pursuit of these excess returns; and

•

That assets under management of a particular investment strategy are such that this does not
impede the active manager's ability to effectively implement their best ideas.

The Directors also believe that market inefficiencies (and therefore the scope for outperformance) are
more prevalent on a global basis (rather than regional) as well as in less developed markets.
These additional requirements are not beliefs, but factors that the Directors will review periodically on
a market by market basis. The following inefficiencies should be considered:
•

Stock price inefficiencies in global equity markets

•

Security mis-pricing in global bond markets

•

Market mis-valuations across global equity, bond and currency markets

•

Asset class mis-valuations (e.g. under-valuation of corporate bond market)

The Directors believe that active management of investment grade credit is preferable
compared with a passive approach.
The forced selling/buying of issues that are downgraded/upgraded from/to a particular credit index
can have a material impact on investment returns. This is due to the behaviour of index-tracking
investors who are forced to sell/buy issues at any price, and consequently the value of certain assets
can be under-valued/over-valued relative to their assessed fundamental value for a period of time.
Other disadvantages associated with a passive approach include any unintended concentration to
certain sectors and issuers who comprise the largest constituents of an index when assessed on a
market capitalisation weighted basis.
The Directors believe that market sentiment can result in opportunities for long-term
investors.
Whilst market sentiment can result in over and under-valuation of securities and markets in the shortterm, over the long-term, fundamental factors should drive markets. Long-term investors such as
pension funds should, therefore, be able to exploit short-term inefficiencies. However, this does
require a long-term perspective, and it is unrealistic to expect fundamental views, or fundamentally
driven active management strategies, to be rewarded over short periods.
The Directors believe that the implementation of any change in policy needs to allow
adequately for prevailing market conditions.
For example, when making a policy change, in volatile markets, there may be a case for
implementing the change slowly over time.
3.6. Governance is important
The Directors believe that good governance improves the quality of investment decisionmaking (i.e. better risk-adjusted returns).
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Where the Directors do not have the skills or resources to make good decisions, they seek to obtain
the skill or resource or they delegate decision-making to third parties with demonstrable skill,
resources and expertise (e.g. day-to-day investment management is delegated to professional fund
managers).
The Directors believe that it is appropriate to set investment guidelines which control the risks
taken within investment mandates.
The Directors seek to set controls which limit risk without compromising an investment manager's
ability to construct efficient investment portfolios.
The Directors believe that the interests of investment managers should be aligned with the
interests of the Plan
The Directors do not believe that performance related fees change behaviour, but they do align
interests. Where performance-related fees are used, these should be fairly structured i.e. the
manager's "share" of the alpha generated needs to be appropriate. Furthermore, the Directors will
always seek to ensure that managers are incentivised to achieve the targeted performance rather
than to gather assets. They will also seek to ensure that the Plan is treated fairly by negotiating Most
Favoured Nation clauses whenever possible.
The Directors believe that effective monitoring improves the timeliness of decision-making
Performance and risk should be monitored to ensure that the reasons for making an investment
remain valid. This applies to both investments in broad markets, and investments in particular
investment manager arrangements.
The Directors believe that governance processes and controls need to evolve over time.
Good governance is not a static concept and the Directors recognise that processes and controls
need to adapt in response to, inter alia, changes in the circumstances of the Plan, the sponsor, the
investment environment, and the regulatory environment.
The Directors believe that an ability to make decisions quickly can be advantageous
This belief recognises that market conditions can change quickly, and that opportunities can be
missed if decisions are not made in a timely fashion.
The Directors believe that training and education is important
Without adequate training and education on investment issues, the Directors recognise that their
ability to make well informed decisions could be compromised.
The Directors believe that good planning is important
Time is a scarce resource, and so time available to the Directors needs to be used effectively. This
requires good planning to ensure that the Directors do not spend time on activities that could be dealt
with outside formal meetings. In particular, the Directors support the use of sub-committees to
progress any implementation work and to fulfil some of the Directors' monitoring responsibilities
between formal meetings.
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3.7. ESG factors can be financially material to security prices
The Directors believe that ESG factors can be financially material to security prices
ESG factors such as environmental disasters, poor labour practices and accounting failures can lead
to poor performance. The Directors also believe that consideration of ESG factors can lead to
outperformance through the increased focus on the long-term sustainability of returns. Therefore,
active managers conducting security level research should consider ESG factors in their investment
research process.
The Directors believe that good active managers have considered how to incorporate ESG
factors into their investment process
ESG factors can be financially material so good active managers will consider them. An active
manager’s approach to ESG factors should be understood. Material weaknesses in their approach
would count against their selection and retention.
The Directors believe that investment teams are likely to have stronger ESG analysis if the
importance of ESG is recognised by their broader organisation.
Stronger investment team approaches to ESG are likely to be found when the broader organisation
shows strong ESG commitment. This can often be seen through broader resources and better
internal discussion and debate. More detailed diligence on the strength of a manager’s ESG
approach may be required where their broader organisation does not show strong ESG alignment.
The Directors believe that the impact of, and potential responses to, climate change creates a
material financial risk. In particular, the Directors believe that companies should adjust their
business strategies to align with the 2015 Paris Agreement.
There is a wide range of uncertainty in both the future climate scenarios and the timing and choice of
policy responses. A carbon tax, as just one example, could have financial implications for the
profitability and competitive position of companies that are impacted. Climate change risks should be
considered in the selection of individual investments by investment managers. In particular,
companies that do not adjust their business strategies to align with the 2015 Paris Agreement can
face significant downside, and stranded asset, risks. Investment managers should take into account
how companies are adjusting their business strategies to align with the 2015 Paris Agreement, and
ensure that any exposure to stranded asset risk is considered in the selection of individual
investments.
Climate risk scenario testing can also be useful in understanding the Plan’s exposure to climate risks.
The Directors accept that there is an ongoing concern with the lack of consistency, availability and
quality of data to quantify the exposure to climate risk. The Directors accept that this position is likely
to improve over time and should be kept under review.
The Directors believe active stewardship can improve investment returns.
Some academic evidence shows improved investment returns from a range of activist engagement
approaches. The Directors prefer managers with good stewardship approaches.
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The Directors believe that investments in controversial weapons are not appropriate under
any circumstances.
The Directors believe that investments in businesses and corporate entities that are involved in the
production of controversial weapons are not appropriate under any circumstances. The definition of
controversial weapons is likely to develop over time as the Directors consider this and discuss it with
investment managers, but is defined (as a minimum) as weapons which are contrary to international
treaties or conventions. These investments are prohibited within the Plan’s segregated mandates.
The Directors understand that given the nature of the Plan’s segregated mandates, this exclusion is
unlikely to have a material impact on the financial outcomes of the investment portfolios.
4. SUMMARY
This paper sets out the investment beliefs that have been adopted by the Directors. These beliefs
should form the basis of all investment policy decisions. The beliefs will be reviewed annually, but it
is not expected that changes will be needed this frequently.
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DHL Group Retirement Plan (the “Plan”)
Conflicts of Interest Policy
1. Purpose
This policy sets out:


how DHL Trustees Limited (the “Trustee”) (as trustee of the Plan) will deal with any actual or
potential conflicts of interest;



how the Trustee expects professional advisers to deal with conflicts of interest.

A summary of the general trust law principles which apply to conflicts is included in Annex 1 to this
policy. It is understood that these principles are recognised by DHL when appointing Trustee directors.
2. Identifying conflicts
Recognising potential conflict situations
Potential conflicts of interest arise in three key areas:


Conflicts between the Trustee Director’s duty to the Plan and the Trustee Director’s own
interest e.g. as a member. These are known as “personal interest conflicts”.



Conflicts between the Trustee Director’s duty to the Plan and other fiduciary duty e.g. as a
director of DHL. These are known as “conflicts of duty”.



Where the Trustee Director is in possession of confidential information (by virtue of another
role) which he/she may not share with his/her fellow Trustee Directors because of a duty of
confidentiality owed to another person. These are known as “confidentiality conflicts”.

When undertaking trustee business, Trustee Directors should ask themselves if they feel able, without
restriction or undue bias, to answer yes to the following questions:


Can I continue to act in the best interest of the beneficiaries of the Plan?



If there are competing interests, can I maintain and hold the balance fairly between those
competing interests?
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Am I in possession of information relevant to a decision that I believe/know other Trustee
Directors do not know and I am able to disclose?

If the answers are not a clear “yes”, the Trustee Director should raise the matter with the Chair of the
Trustee, and if appropriate with the Trustee’s legal advisers. It is important for the Trustee Director to
be careful that disclosing his/her potential conflict to the Chair does not put the Chair in a conflict
position.
The Trustee Directors should take time to consider what decisions are scheduled for the year ahead
and determine whether any conflicts are likely to arise. In preparing and considering a Trustee meeting
agenda, the Chair and the Secretary to the Plan should consider any potential conflicts in issues arising
for discussion.
Possible areas that could give rise to conflicts include, for example:
o
o
o
o
o
o
o
o
o
o
o

setting investment strategy and reviewing investment choices;
setting assumptions for actuarial valuations;
approving discretionary benefits to a member;
choosing different Trustee advisers;
setting contribution rates;
negotiating funding, including the choice of actuarial assumptions;
setting a recovery plan for correction of a deficit;
dealing with bulk transfers in or out;
discussing benefit changes proposed by DHL;
settling a death in service benefit claim; and
dealing with the allocation of any surplus.

A summary of the possible issues from DHL’s perspective is set out in Annex 2 to this policy.
Declaration and register of interests
New Trustee Directors are required to complete a declaration of interests upon appointment. All
declared interests will be recorded on the register of interests.
The register of interests is included within all regular Trustee meeting packs and Trustee Directors
must update their own declarations as and when any changes in circumstance occur.
Declaration and register of conflicts
As soon as a Trustee Director becomes aware that he/she has a conflict, or potential conflict, this must
be declared to the Chair of the Trustee or, if appropriate, the Trustee Board as a whole.
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Trustee Directors must declare any conflicts or potential conflicts at the beginning of each Trustee
meeting (as regards items for discussion at that meeting) so that this declaration can be recorded in the
minutes.
Any Trustee Director wishing to speak from DHL’s view must state this clearly in a meeting and have
this recorded in the minutes.
3. Evaluating and managing conflicts
When a conflict has been identified, the Chair of the Trustee or, if appropriate, the Trustee Board as a
whole must assess its impact and decide whether an active form of management is needed.
To identify the appropriate option(s) for managing a particular conflict, the Chair or Trustee Board, as
appropriate, must take into account the:




particular circumstances of the conflict;
actual risks the conflict poses; and
legal rules governing the Plan.

The Chair/Trustee Board will confirm if it is safe for the Trustee Director to participate in the
meeting/discussion or will ask the Trustee Director to withdraw.
Where a Trustee Director’s withdrawal has been pre-arranged, this is to be noted on the agenda.
Where the Chair, or any Trustee Director, has any doubt, the Trustee’s legal adviser should be
requested to advise. However, if this involves disclosing information that is confidential to DHL, the
advice should be sought from DHL’s legal advisers.
Any action taken to manage the conflict must be recorded appropriately.
General principles to take into account include:


A purely trivial/coincidental or hypothetical interest that may conflict with trustee duties may
be discounted.



Where the matter in question is not considered significant by the Chair, the conflict may or may
not be disclosed to the Trustee Board by the Chair, and if the Chair considers suitable, the
Trustee Board may be asked to accept that the Trustee Director can continue to take part in
decision-making.



Where a Trustee Director’s interest is later thought to have been material to a decision, it is for
the Trustee Director to show that it was not. For this reason, where a Trustee Director conflict
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is acute, the Chair should advise the Trustee Board that the Trustee Director has been asked to
withdraw from discussions and decision-making as the burden of proof is too onerous.


Where information which is confidential to DHL is the issue, the Trustee Director may:
o

seek DHL’s agreement up-front to release him/her from the obligation to DHL not to
disclose the information to his or her fellow Trustee Directors; or

o

seek DHL’s agreement so that the Trustee Director is not involved in situations where
confidential information is passed to him/her in day to day employment (either
generally or for a particular period or in connection with a particular matter, if
appropriate).



If the conflict is highly significant and pervasive, the Trustee Director may decide, or be asked,
to resign as a Trustee Director.



If there is to be negotiation with DHL, the parties should establish a clear procedure. Where
required, there should be genuine “Information Barriers” to protect the integrity of those on the
Trustee side and the DHL side, and also their advisers. For example, DHL may establish a
committee excluding any Trustee Director. The Trustee may set up a committee excluding
anyone involved from DHL’s perspective. Information (minutes/papers etc.) should also be
carefully managed to prevent breaching the Information Barrier.



The Trustee Board should ensure that its management of conflicts does not weaken its
decision-making procedure or breach any quorum requirement.

Conflicts arising in relation to the different sections of the Plan
The Plan is a sectionalised scheme and the Trustee is trustee of each section.
The Trustee Directors consider it unlikely that a conflict will arise as between the sections of the Plan
but will be vigilant of the interests of each different section.
If the Trustee Directors consider that a conflict is likely to arise which requires active management, they
will consider the appropriate action to take. This may include forming separate sub-committees of the
Trustee Board, one for each conflicted section. Each sub-committee will have delegated authority to
take decisions on behalf of the Trustee about the issue which is the subject of the conflict, and the
conduct of those meetings will be as if the committee meeting were a Trustee Board meeting, with its
decisions binding on the Trustee Board.
This policy is without prejudice to any special powers of the Ocean Section Trustee (currently Law
Debenture) in relation to the Ocean Section.
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4. Trustee awareness and understanding
To be able to identify and manage conflicts of interest appropriately, the Trustee Directors must
understand:


their legal duties



the circumstances in which they may find themselves in a position of conflict of interest



This conflicts policy.

Trustee Director Candidates should be provided with information on the above key points and should
be asked to carefully consider declining appointment if they anticipate any significant conflicts arising
which could substantially frustrate their fulfilment of the role. It should be noted, however, that the
Pensions Regulator recognises that it can be beneficial to appoint senior staff from the sponsoring
employer as trustees, particularly in terms of knowledge, expertise and experience.
The Pensions Regulator has issued guidance on conflicts of interests and a copy is available at the
Pension Regulator’s website at: www.thepensionsregulator.gov.uk
5. Managing adviser conflicts
If a conflict (potential or actual) is identified by an adviser or manager they must notify the Trustee
Board as soon as practicable and recommend an appropriate course of action to manage that conflict.
Where there is likely to be a conflict of interest in giving advice, the Trustee Board should consider
carefully:



whether it is appropriate to appoint the adviser in the first place
Whether the adviser should be removed and/or a new adviser appointed, either generally or in
respect of a particular project.

To avoid conflicts of interest when using external advisers, the Trustee Board has directly appointed
external advisers under separate agreements with the Trustee (e.g. in the context of legal, investment
and actuarial advice).
The DHL Pensions team includes individuals who undertake work for both DHL and the Trustee Board
(although certain individuals work primarily for the Trustee). This helps to promote a good partnership
between the Trustee and DHL, but can lead to conflict issues. In practice for these individuals the Plan
operates similar procedures for considering and disclosing conflicts as for individual Trustee Directors
– although in the first instance potential difficulties within the team would be raised with the Secretary
to the Plan before the Chair. If the Plan Secretary has any potential difficulties these will be raised with
the Chair. Where the Chair considers appropriate, the relevant pension’s team member would be asked
to leave a meeting.
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6. Review
This policy will be kept under periodic review and may be amended from time to time in the light of
Plan experience and guidance from the courts and Pensions Regulator.

December 2020
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Annex 1
Reminder of general trust law principles which apply to conflicts


Trustees are required to act on behalf of all classes of members.



When acting in a trustee capacity, trustees are required to put their duties as trustees above
any other duties which they may have, for example any duties they have as an employee or
officer of DHL. However, when a trustee is an employee or officer of DHL and is taking a
decision for DHL, they have a duty to DHL.



Trustees are not prohibited from acting when they have conflicting duties. They are
prohibited from choosing to put themselves in a position of conflict, but not from acting if a
conflict arises through circumstances, so long as they manage the conflict appropriately.



If a trustee is in possession of confidential DHL information which is material to the conduct
of scheme business which the trustee knows but his/her fellow trustees do not, he/she must
ask DHL to share the confidential information with his/her fellow trustees or permit him/her
to do so, so as to remove the conflict of duty. If the sharing of confidential information is not
permitted, for whatever reason, then that trustee must declare that he/she has a conflict so
that it can be managed appropriately.



Unless it is in the public domain, trustees must keep any information (for example, about
individual members or DHL’s financial affairs) they receive as part of their role confidential.



A trustee should be alert to occasions when their personal interest may be paramount in
their mind and may unduly influence their decision-making. For example, a revision of a
future benefit or scheme factor that would impact the value/timing of a trustee's own
imminent retirement.
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Annex 2
Possible issues from DHL’s perspective


In practice DHL will have to disclose financially sensitive information to the Trustee and
potentially consult with the Trustee over a range of corporate transactions.



Appointing senior officers or board members of DHL as Trustee Directors has many
advantages that outweigh the potential disruption that may be caused by dealing with
conflict. In the main, when such individuals are Trustee Directors this helps maintain a
strong relationship with DHL, a culture of openness and transparency in discussions and
leads to more efficient and better quality scheme governance. Inclusion of such individuals
also brings a range of skills and expertise to the Trustee Board, building confidence in the
decision-making process.



The real issue with such individuals is they may worry about becoming conflicted by
knowledge or information, acquired in their positions during their employment which they
may be prohibited, usually contractually or perhaps because of market abuse or insider
dealing legislation, from disclosing.



However, a Trustee Director (who is employed by DHL) should not feel conflicted if they are
aware of matters that whilst not known by other Trustee Directors, would not be significant
or relevant to the decision, or where it is not certain knowledge (e.g. informal discussion
about a disposal where no decision has been made).



The requirement, in certain circumstances, for DHL to report notifiable events or seek
clearance, requires disclosure of many significant decisions that are relevant to the Plan.
Reporting could help remove conflict for a Trustee Director.
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