University of Wales, Lampeter Pension and Assurance Scheme: Annual Engagement Policy
Implementation Statement
Introduction

This statement sets out how, and the extent to which, the Engagement Policy in the Statement
of Investment Principles ('SIP') produced by the Trustees has been followed during the year to
31 July 2020. This statement has been produced in accordance with The Pension Protection
Fund (Pensionable Service) and Occupational Pension Schemes (Investment and Disclosure)
(Amendment and Modification) Regulations 2018 and the guidance published by the Pensions
Regulator.
Investment Objectives of the Scheme

The Trustees believe it is important to consider the policies in place in the context of the
investment objectives they have set. The Trustees are required to invest the Scheme's assets
in the best interest of the members, beneficiaries and the Employer and, in the case of a
potential conflict of interest, in the sole interest of the members and beneficiaries. Within this
context, the Trustees have agreed a number of objectives to help guide them in their strategic
management of the assets and control of the various risks to which the Plan is exposed. The
Trustees' objectives are as follows:



To make sure that the Trustees can meet the obligations which have been promised to
the beneficiaries of the Scheme by the Employer;



To ensure consistency with the Scheme's funding arrangements;



To pay due regard to the Employer's interest in the size and incidence of the Employer's
contribution payments.

Given the nature of the liabilities, the investment time horizon of the Scheme is potentially
long-term. However, any future opportunities to transfer liabilities (fully or partially) to an
insurance company (e.g. through the purchase of bulk annuities with an insurance company)
may shorten the Scheme's investment horizon significantly.
Policy on ESG, Stewardship and Climate Change

The Scheme's SIP includes the Trustees' policy on Environmental, Social and Governance
('ESG') factors, stewardship and climate change. This policy sets out the Trustees' beliefs on
ESG and climate change and the processes followed by the Trustees in relation to voting rights
and stewardship. A further review of the Trustees' policy on ESG factors, stewardship and
climate change has taken place after 31 July 2020, but prior to the signing of the accounts.
The following work was undertaken during the year to 31 July 2020 relating to the Trustees'
policy on ESG factors, stewardship and climate change, and sets out how the Trustees'
engagement and voting policies were followed and implemented during the year.

Engagement



The Trustees' investment consultant, Mercer Limited ("Mercer"), assigns ESG ratings to
the strategies of investment managers, reflecting how ESG risks and considerations are
incorporated into the investment process. Mercer highlighted a relatively high ESG
rating to State Street Global Advisor's ("State Street") passive equity strategies. Mercer
has also highlighted a high rating of Legal and General Investment Management's
("LGIM") property mandate and ratings for LGIM's corporate bond portfolios are
broadly in line with the peer group average as at 30 June 2020. Mercer does not
provide ESG ratings for the Scheme's investment in UI< government bonds given the
more limited scope for engagement in respect of these investments.



A review of the Scheme's investment strategy took place prior to the signing of the
accounts, however changes to the Scheme's investment strategy were not
implemented until after the effective date of 31 July 2020. The Trustees switched their
passive equities, held with State Street, to LGIM in August 2020. Mercer assigns a high
ESG rating to LGIM for their passive equity strategies. The Scheme also invested in
LGIM's diversified growth fund in August 2020.



If a particular fund in which the Scheme invests were to have its ESG rating
downgraded then the Trustees would consider their continued investment and may
put a manager 'on-watch' or, in the case of a material change in rating, terminate the
appointment. No ratings were downgraded over the period.



The Trustees requested that the investment managers confirm compliance with the
principles of the UK Stewardship Code. LGIM confirmed that they have been a
signatory of the current UK Stewardship Code since its inception and plan to submit
the required reporting to the Financial Reporting Council by 31 March 2021 in order to
be on the first list of signatories for the UK Stewardship Code 2020 that tool< effect on
1 January 2020. State Street also confirmed that they are signatories to the current UK
Stewardship Code.



The Trustees also received details of relevant engagement activity for the year from
both LGIM and State Street, which are listed below.
LGIM:

o

In 2019, LGIM's CIO Sonja Laud established the Global Research and
Engagement Platform. This brings together representatives from across its
investment and stewardship teams, to unify LGIM's engagement efforts and
determine the exposure of sectors and companies to ESG risks and
opportunities. The output from the platform strengthens and streamlines the
firm's engagement activities, enabling LGIM to collectively set goals and
targets at a company level with one voice, whilst supporting and guiding
investment decisions across the capital structure. The platform has three
overarching objectives:





Leverage LGIM's scale;
Challenge the firms' investment decisions;
Co-ordinate the firms' engagements.

o

LGIM engaged with companies over the year on a wide range of different issues
including ESG factors. This included engaging with companies on climate
change to ensure that companies were making progress in this area and better
aligning themselves with the wider objectives on climate change in the
economy (i.e. those linked to the Paris agreement).

o

LGIM provided examples of instances where they had engaged with
companies which they were invested in (or were about to invest in) which
resulted in a positive outcome. These engagement initiatives are driven mainly
through regular engagement meetings with the companies that LGIM invest in
or by voting on key climate-related resolutions at companies' Annual General
Meetings. The resolutions are often co-filed by a number of investors who
indicate whether or not they support the resolution to the company's
management.

State Street

o

In January 2020, State Street launched a new web-based Stewardship Platform
that centralizes engagement and voting data as well as analytical and
reporting capabilities on a single platform. The platform has enabled State
Street to enhance the operational capabilities of the stewardship team, better
track the impact and outcomes of our engagements, as well as improve the
collaboration with active investment teams.

o

State Street drew attention to their Fearless Girl campaign, which began with
the firm commissioning a statue of a girl to be placed on Wall Street, calling on
companies to have at least one woman on their boards. If the company in
which State Street is a shareholder fails to do so, State Street would take
voting action against the directors of the board. The initiative experienced its
third anniversary in Q1 2020 and State Street noted that, out of 1,384
companies that State Street identified as without having a woman on the
board, 681 have now rectified this.

o

State Street provided a breakdown of instances where they had engaged with
companies which they are invested in (or were about to invest in). These
engagement initiatives are driven mainly through regular engagement
meetings with the companies that State Street invest in or by voting on key
climate-related resolutions at companies' Annual General Meetings. The
resolutions are often co-filed by a number of investors who indicate whether
or not they support the resolution to the company's management.

Voting Activity

From the inception of this statement, LGIM will be expected to provide voting summary
reporting on a regular basis, at least annually. The reports will be reviewed by the Trustees'
investment advisor, on behalf of the Trustees, to ensure voting activity undertaken aligns with
their overarching investment policy and the policies set out within the SIP. Any material
deviations from the SIP will be raised and discussed with the Trustees.
Currently, the Trustees ask LGIM to highlight key voting activity and the impact on the
portfolio. The Trustees are looking to enhance reporting on voting activity.
The Trustees do not use the direct services of a proxy voter, although LGIM and State Street do
employ the services of proxy voters in exercising its voting rights on behalf of the Trustees.
The voting policy of the manager has been considered by the investment consultant, on behalf
of the Trustees, who deems it to be consistent with the Trustees' investment beliefs.
LGIM World Equity Index:



There have been 2,365 votable meetings over the year, in which there were a total of
11,859 resolutions. LGIM voted on 99.9% of resolutions on which they were eligible,
voting with management 81.0% of the time.



LGIM noted a significant vote on behalf of the Trustees in respect of Barclays. LGIM
voted for two resolutions, firstly to affirm Barclays' Commitment in Tackling Climate
Change and secondly to approve a resolution proposed by ShareAction. LGIM
continued to codify Barclays' commitment to climate change and ESG factors and will
enable them to continue to drive positive change in the industry. LGIM considers this
vote significant due to both mounting client interest and also the positive outcome
achieved for long-term asset owners.

LGIM Diversified Fund:



There have been 7,819 votable meetings over the year, in which there were a total of
82,870 resolutions. LGIM voted on 99.2% of resolutions on which they were eligible,
voting with management 80.4% of the time.



LGIM noted a significant vote on behalf of the Trustees in respect of Amazon. LGIM
voted to support 10 out of 12 Shareholder resolutions aimed at improving Amazon's
management of its human capital. The resolutions were proposed in reaction to the
raft of reports that Amazon workers do not feel safe at work along with an article
published in the New York Times in 2015 which accused the company of harsh
workplace practices. Whilst the majority of shareholders did not give support to the
resolutions, LGIM noted that the sheer number of the resolutions and the focus on
them continues to dominate the landscape for the company. LGIM considered this vote
significant on account for the following:

o

The number of proposals on the table was the highest of any major US
company;

o

There were diverse, global coalitions rallying behind the proposals;

o

There was substantial press coverage at the beginning of the COVID-19
outbreak;

o

Multiple state treasurers had spoken out against the company.

LGIM also noted that their Stewardship team had received more inquiries related to
Amazon than any other company over the year.
State Street UI< Equity Index:



There have been 723 votable meetings over the year, in which there were a total of
10,435 proposals (including proposals made by both management and shareholders).
State Street voted on 100.0% of resolutions on which they were eligible, voting with
management 92.1 % of the time.

State Street International Equity Index:



With respect for the underlying holdings in the Advanced Emerging Markets Equity
Index, there have been 567 votable meetings over the year, in which there were a total
of 5,685 proposals (including proposals made by both management and
shareholders). State Street voted on 98.9% of resolutions on which they were eligible,
voting with management 89.3% of the time.



With respect for the underlying holdings in the European Equity Index, there have
been 459 votable meetings over the year, in which there were a total of 8,229 proposals
(including proposals made by both management and shareholders). State Street voted
on 99.0% of resolutions on which they were eligible, voting with management 87.6%
of the time.



With respect for the underlying holdings in the Middle East and Africa Fund, there have
been 64 votable meetings over the year, in which there were a total of 509 proposals
(including proposals made by both management and shareholders). State Street voted
on 99.6% of resolutions on which they were eligible, voting with management 91.7%
of the time.



With respect for the underlying holdings in the North American Equity Index, there
have been 675 votable meetings over the year, in which there were a total of 8,447
proposals (including proposals made by both management and shareholders). State
Street voted on 100.0% of resolutions on which they were eligible, voting with
management 90.7% of the time.



With respect for the underlying holdings in the Japan Equity Index, there have been
510 votable meetings over the year, in which there were a total of 6,241 proposals
(including proposals made by both management and shareholders). State Street voted
on 100.0% of resolutions on which they were eligible, voting with management 91.3%
of the time.



With respect for the underlying holdings in the Pacific Basin (Ex. Japan) Index, there
have been 429 votable meetings over the year, in which there were a total of 3,041

proposals (including proposals made by both management and shareholders). State
Street voted on 100.0% of resolutions on which they were eligible, voting with
management 83.0% of the time

