Bectu Staff Retirement Scheme Statement of Investment Principles implementation statement for the scheme year ending 31.10.2025

The Occupational Pension Schemes (investment and Disclosure) (Amendment) Regulations 2019 require defined benefit pension schemes to produce and publish a statement which must set out how, and the extent to which, the scheme's policies on stewardship have been followed during the scheme year, and describe the voting behaviour by, or on behalf of, the trustees, including the most significant votes cast by the trustees or on their behalf, during the scheme year, stating any use of the services of a proxy provider. This SIP implementation statement published by the Bectu Staff Retirement Scheme (BSRS) is for the year ending 31st October 2025.

From 1 October 2021 the Occupational Pension Schemes (Climate Change Governance and Reporting) Regulations 2021 came into force, introducing new requirements relating to reporting in line with the Task Force on Climate-related Financial Disclosures (TCFD) recommendations, to improve both the quality of governance and the level of action by trustees in identifying, assessing and managing climate risk.

The BSRS is too small to fall within the scope of the new requirements. Nevertheless, the Trustee agrees with the Pensions Regulator's view that global heating has the potential to destabilise the social and economic conditions on which we depend for our pensions system, that the impact has financial consequences as well, and that any scheme that does not consider climate change is ignoring a major risk to pension savings and missing out on investment opportunities[footnoteRef:1].  [1:  https://www.thepensionsregulator.gov.uk/en/document-library/corporate-information/climate-change-and-environment/climate-change-strategy] 


1. Action on net zero

During the previous scheme year the trustee board discussed and agreed a formal policy adopting a net zero target which became part of the Statement of Investment Principles. 

The policy is as follows:
"Reflecting on the importance of climate risk, the Trustee has decided to reduce carbon emissions attributable to the investment portfolio, with a target to achieve net zero emissions by 2050 or, where viable, before 2050. In setting such a target, the Trustee recognises that the Scheme’s assets are not currently aligned with this objective and that it may take some time to restructure the portfolio to be consistent with the target (for example, by investing in pooled funds that themselves have set a “net zero by 2050” target).  The implementation of the target will be considered with the investment consultant and carried out in a measured way, that also takes into account the Trustee’s wider objectives and ESG beliefs."
With the assistance of their investment consultants' climate risk assessment tools, the board undertook a scenario analysis of the impact of climate change on the investment portfolio. The board also took note of the implied temperature alignment of each fund in which they were invested. The board decided to review its multi-asset credit funds and then its equity funds with a view to moving to funds more closely aligned with the board's net zero strategy. 

From September 2025 the scheme was invested in the M&G Sustainable Total Return Credit Fund. Prior to selecting M&G the board held discussions with the fund manager and sought and received assurances about cooperation with the board's stewardship agenda. As a consequence of this investment the board disinvested from the Royal London Asset Management Multi-Asset Credit Fund. 

The Trustee also agreed to move to the L&G LDI portfolio from July 2025, and exited the L&G Investment Grade Corporate Bond All Stocks and the L&G All Stocks Index Linked Gilts Fund.

During the scheme year to 31.10.25 the board selected the AMX/ DWS Global Low Carbon Stewardship Fund which not only incorporated a low carbon commitment but also offered voting in alignment with the Trustees' Red Line voting policy, unlike the funds it replaced. The funds due to be replaced were the L&G Global Equity Fixed Weights (50-50) Index Fund, which disinvested in November 2025 and the Newton Real Return Fund (renamed BNY Mellon Real Return Fund) in September 2025.  The AMX fund is a passive global equity strategy incorporating ESG tilts, exclusions and decarbonisation targets, focussed on large and mid-cap companies.

The investment in the AMX fund came into effect after the end of the scheme reporting year, so it is not covered by this implementation statement.  The Trustee invested in the M&G Sustainable Total Return Credit Fund from March 2025, and so the Trustee funds which were divested are included for reporting in this implementation statement as they were operational for part of the scheme reporting year. 

Consequently the funds invested during the scheme year were follows: M&G Sustainable Total Return Credit Fund, L&G Global Equity Fixed Weights (50-50) Index Fund, Newton Real Return Fund,  L&G High Yield Bond Fund, L&G Investment Grade Corporate Bond All Stocks, Royal London Asset Management Multi-Asset Credit Fund, CBRE Osiris Property Fund, and the L&G LDI portfolio. 

2.1 The Trustee's policy on engagement and voting rights
The Statement of Investment Principles (SIP) includes the following:
"The Trustee believes that good stewardship and positive engagement can lead to improved governance and better risk-adjusted investor returns. 
"The Trustee currently has no alternative but to delegate the exercise of the rights (including voting rights) attaching to the Scheme’s investments to the investment managers, who are signatories to the UK Stewardship Code or equivalent. The Trustee expects that the investment managers will use their influence as major institutional investors to exercise the Trustee’s rights and duties as shareholders, including where appropriate engaging with underlying investee companies to promote good corporate governance, accountability and to understand how those companies take account of ESG issues in their businesses. 

"The Trustee has adopted the Red Line Voting policies published by the Association of Member Nominated Trustees as an appropriate set of policies that the Trustee wishes to guide their fund managers in the stewardship of their investments. To date, the fund managers have been reluctant to accept these policies and until this changes, the Trustee has no option but to allow the investment managers to continue exercising the investment rights attaching to the assets in any pooled funds according to their own policies. The Trustee will endeavour to hold the managers to account in relation to the exercising of these investment rights. 
"The Trustee will monitor and engage with the investment managers about relevant matters (including matters concerning an issuer of debt or equity, including their performance, strategy, capital structure, management of actual or potential conflicts of interest, risks, social and environmental impact and corporate governance), through the Scheme's investment consultant. 

"Investment managers will be asked to provide details of their stewardship policy and engagement activities on at least an annual basis. The Trustee will, with input from their investment consultant, monitor and review the information provided by the investment managers. Where possible and appropriate, the Trustee will engage with their investment managers for more information, and ask them to confirm that their policies comply with the principles set out in the Financial Reporting Council’s UK Stewardship Code, and ask them to explain why their policies and/or voting activities are not in alignment with those of the Trustee if that should be the case."

2.2 Fund managers' position on accepting the Trustee's voting policy
The equities fund managers had previously refused to honour the Red Line Voting policy adopted by the BSRS. The corporate directors agree with the government and The Pensions Regulator on the importance of having a voting policy as it sets out the Trustee's views on how fund managers should engage with, and vote at the AGMs of, companies in which the scheme invests, on a range of matters covering environmental (including climate change), social and governance issues. Even where fund managers refuse to act on the basis of the client's voting policy, it can still be used as a benchmark to hold the fund managers to account. 

As set out above, the Trustee has now divested from both of the equities funds and invested in a fund that offers voting in accordance with the Trustee's voting policy. 


M&G
While M&G Sustainable Total Return Credit Investment Fund is not an equity investment fund, it is nevertheless important that in its stewardship of the pension fund assets it acts in accordance with the Trustee's ESG policies. Prior to investing in the fund the board held discussions with M&G and sought and received assurances about cooperation with the board's stewardship agenda. The Trustee welcomed the statement in the M&G annual report: "Ensuring that we are meeting our clients’ needs is an ongoing process of discovery, planning and implementation. We are cognisant of various industry policies and standards – including industry-wide voting and engagement reporting templates – and are often involved in their development."

The Trustee asked M&G to indicate how they approach our policy priorities in the context of this fund and whether they had raised any of these issues with the issuers. M&G thanked the Trustee 
for taking the time to read the M&G Stewardship Report and their Engagement & Voting Policies. M&G recognised the importance of these issues and welcomed the opportunity to explain how they are addressed within M&G’s stewardship framework, particularly in the context of a corporate bond fund where they do not hold shareholder voting rights. 

M&G has developed its own stewardship approach, underpinned by their Voting Policy and Engagement Policy and firm-wide Stewardship & Sustainability (S&S) function. This central S&S team sets expectations on environmental and social issues for all investment teams and supports both equity and corporate bonds stewardship across the firm. 

Historically, their engagement policy had been written with listed equities in mind but M&G stated that increasingly they have been engaging with corporate bond holdings as well, so they have updated their engagement policy which sets out how they engage with investee companies which are corporate bond holdings only. The main difference is that engagement tends to be with executive management rather than including the wider board of non-executive directors on equity related matters. 

The asset manager stated that the themes prioritised within the AMNT Red Line policy – labour rights, board diversity, equality monitoring, fair pay, executive remuneration structures and Living Wage considerations – are also areas of focus for them. They therefore see strong philosophical alignment in the issues considered material to long term value and to responsible investment outcomes. 

They saw strong alignment between the Trustee policy and those of M&G on most areas, but where there is partial alignment it relates more to a difference of methods rather than a disagreement about the underlying issues. They would describe M&G’s approach as more principles-based than rules-based.

As this fund has no shareholder rights, stewardship relating to the issuers within the portfolio is delivered at firm-level, where M&G stated they prioritise material risks and develop clear escalation pathways. 

3. Voting and engagement: equity managers

3.1 The BSRS was invested in the following funds for part of the period in question: 
L&G Global Equity Fixed Weights (50-50) Index Fund
Newton Real Return Fund

3.2 Climate change
L&G
The Trustee welcomed L&G's continuing commitment to fighting climate change and recognition that, as stated in their 2024 climate impact pledge: "The pace of transition is neither fast enough nor smooth enough, in our view. That is clear from our assessments and engagements since we launched the CIP in 2016." The Trustee noted that one of L&G's top global investment stewardship themes is framed as "Keeping 1.5c alive" which reflects the global struggle to do so. 

The Trustee also welcomed L&G's requirements on companies to report in line with guidance of the Taskforce on Climate Related Financial Disclosures (TCFD), and more recently their requirement in relation to mining companies and electric utilities that they should "refrain from making new investments in thermal coal mining or power generation expansion, as this is incompatible with achieving net-zero by 2050 under the International Energy Agency’s (IEA’s) net zero emissions scenario." The Trustee further welcomed their statement that "Companies that fail to meet our minimum standards on climate disclosure may be removed from select funds, including our Future World funds, subject to tracking error constraints. For all other funds where we cannot divest, we will vote against the chair or other directors".

The Trustee noted in L&G's active ownership report for 2024 that they voted against 455 companies for not meeting the asset manager's minimum Climate Impact Pledge standards.

Significant votes
· The Trustee asked at how many (and which) AGMs did LGLIM vote against a management-proposed resolution, or for a shareholder resolution, on the grounds that the company had not refrained from making new investments in thermal coal mining or power generation expansion.

L&G responded that they expect companies to refrain from expanding thermal coal mining capacity and thermal coal power generation capacity as part of their Climate Impact Pledge and Future World Protection List approaches. In 2025 they issued 189 votes against management due to concerns of thermal coal or oil sands involvement.

Newton:
The Trustee had welcomed Newton's 2024 voting policy stated that they "may oppose the re-election of the board chair, relevant director(s) or committee if we do not consider that climate risk is sufficiently being taken into account for those companies where that risk is material to the company’s long-term economic prospects," and that they "may oppose remuneration proposals where the application of the transition plan is not in line with the stated strategy, notably concerning targets that are inconsistent with the strategy, where climate risk is material to the company’s long-term economic prospects."

The Trustee had also welcomed the policy that Newton "may oppose the approval of the financial statements or the appointment or re-appointment of auditors where climate risks are not considered when preparing the financial statements, where those risks are material to the company's long-term economic prospects. In consideration of this vote, engagement with the company and our understanding of the climate risk are considered, in addition to the regulatory guidance and market practice."

The Trustee was therefore most disappointed to find that this appeared to have been removed from the 2025 voting policy. 

Significant votes:
The Trustee asked:
· whether Newton believes that the threat of climate change no longer justifies the above voting actions where the asset manager considers climate risk has been insufficiently taken into account;

· how many times and at which company AGMs over the period Newton opposed the re-election of any directors or committees, and/or opposed remuneration proposals, on the grounds of their failures with regard to those policies. The Trustee had read Newton's stewardship reports but it was not clear.

· for an explanation of their vote against motion 7 of the Amazon AGM 2025 which requested a report on the impact of data centres on climate commitments. Newton had stated that they had voted against it "as we do not consider it to add value for shareholders at this stage." An LSE report of 12 September 2025[footnoteRef:2] stated: "Data centres currently contribute about 1% of global energy-related greenhouse gas emissions﻿ and are among the fastest-growing sources of emissions." It also stated that "In 2024, data centres accounted for about 1.5% of the world’s electricity consumption﻿. But demand is projected to double to 945 TWh by 2030﻿, potentially exceeding Japan’s current total electricity consumption. The United States accounts for the largest share of global data centre electricity consumption."   [2:  https://www.lse.ac.uk/granthaminstitute/explainers/what-direct-risks-does-ai-pose-to-the-climate-and-environment/] 


The Trustee suggested to Newton that either climate change represents a major threat to the value of shareholders' investments or it does not. Newton declined to respond to these questions, directing the Trustee instead to their 2025 voting season report.

This report gave three examples of Newton's voting on climate change matters. They supported a shareholder resolution at Goldman Sachs that was seeking disclosure of the ratio of clean energy financing to fossil fuel financing. However, they opposed a shareholder resolution at Shell regarding Shell's strategic focus on liquefied natural gas, and decided not to oppose the re-election of the chair of the board at BP where other shareholders were advocating opposing it on grounds that they considered the company was backtracking on climate commitments.  

3.3. Diversity
L&G:
The Trustee warmly welcomed the continued evolution of L&G's diversity policies, such as their decision to seek to engage with proxy voting organisations to raise minimum standards of diversity across various markets, and the the development of policy in alignment with those of the Trustee following several years of dialogue with L&G in this regard. 

In particular the trustee welcomed L&G's policies that:
l companies should be transparent and clearly disclose diversity and inclusion policies and representation data at four levels: company board (non-executive directors), executive leadership team, management team, and entire workforce;
l L&G's adoption of the Parker Review as an authoritative source of information on ethnicity on the boards of FTSE 100 and FTSE 250 companies; 
l their actions in line with the Parker Review's targets that it sets those companies,  and 
l their policy that companies should disclose their gender and ethnicity pay gap information, where possible, along with actions to close any stated gap.

Parker Review
The Parker Review has stated that as of March 2025 there were five FTSE 100 companies with no ethnic minority board directors. These were Diploma plc, Hargreaves Lansdown plc, Intermediate Capital Group, Persimmon and United Utilities Group. L&G's voting records indicate that they did not cast a negative vote at any of these company AGMs, but the Trustee acknowledged that this was appropriate with Diploma and Persimmon who had taken action.

The Parker Review had set a target for all FTSE 250 companies to have at least one ethnic minority director on the board by December 2024. Their report stated that as of 31st December 2024, 204 companies had met the target, but 32 companies were not yet doing so and 14 had not responded.  What engagement action has L&G taken with these two groups of companies? 

Significant Vote
The Trustee asked L&G:
· to explain why they did not vote against the re-election of the chairs at Hargreaves Lansdown, Intermediate Capital Group and United Utilities Group. 

· what engagement action L&G had taken with the 32 companies who did not meet the Parker Review target and  the 14 had not responded, noting that in 2025 L&G was due to commence voting against the re-election of the chair at FTSE 250 companies that, according to the Parker Review, fail to have any ethnic minority board director. 

· whether L&G had voted against any companies for failures to publish equality monitoring data and whether L&G had voted in this way in relation to any company resolutions as opposed to supporting shareholder resolutions.

L&G responded that following Hargreaves Lansdown's delisting in March 2025 no AGM had been held; at Intermediate Capital Group, having manually reviewed the board composition, L&G did not apply votes against on the basis of our diversity principles; and at United Utilities, they had noted progress made on ethnic diversity at board level.

They also reported that having expanded their diversity principles for FTSE 350 and Russell 1000 companies to include at least one person from an ethnically diverse minority background at board level, in 2025 L&G  voted against 27 companies under this principles expectation (11 UK FTSE 350 companies and 16 Russell 1000 companies).

Regarding company failures to publish equality monitoring data, L&G stated that their policy does not apply a vote against management for this criterion. 


Newton: 
The Trustee was extremely disappointed that Newton's excellent section on diversity in their 2024 governance principles had been excluded from their 2025 principles and asked whether the Trustee should conclude that Newton no longer considers "boards that embrace diversity, as manifested through appropriate gender and racial representation and a broad spectrum of skills and experience, are more likely to achieve better long-term outcomes for our clients by reducing 'groupthink' and bringing a wider set of ideas and perspectives".

The Trustee reported on the Parker Review data as set out above. 

Significant votes:
The Trustee asked Newton
· to explain why they had no vote against any director at Intermediate Capital Group and Persimmon, the FTSE 100 companies with no ethnic minority directors;
· whether Newton has engaged or voted against directors at the 32 FTSE 250 companies with all-white boards and whether they had any plans to do so in future;
· Whether Newton had voted against any companies for failures to publish equality monitoring data and whther Newton has voted in this way in relation to any company resolutions;
· to explain why they voted against motion 8 at the Walmart June 2025 AGM, which called for a third party racial equity audit, contrary to other fund managers.

Newton declined to respond to these questions. Their 2025 voting season report appeared not to mention equality, women, race or ethnic minorities at all, and diversity appeared to have been mentioned only once in the context that "While diversity, equity and inclusion (DE&I) resolutions and climate-related proposals faced reduced enthusiasm and fewer submissions amid shifting priorities, political spending proposals emerged as a counterpoint, reflecting heightened scrutiny in a polarised environment."

3.4. Freedom of association and recognition of trade unions
The Trustee's voting policy sets out a vote against the re-election of the chair of the main board if there is a failure to abide by the UN Global Compact standards on freedom of association, including the recognition of independent trade unions for the purpose of collective agreement. Principle 3 of the UN Global Compact is the clearest of all the Global Compact Principles. It states: "Businesses should uphold the freedom of association and the effective recognition of the right to collective bargaining".  

This is particularly important as the scheme sponsor of the Trustee's three pension schemes is a major trade union and all the scheme members are or have been trade union officials and staff. 

The Trustee welcomed L&G's voting policy in relation to the denial of trade union rights in contravention of UNGC Principle 3, in which L&G is committed to voting against the chair or other directors of any company that is in breach of the UN Global Compact, including Principle 3.  "Following the roll-out of further, deeper engagements on human rights in 2024, we will aim to implement a new voting policy from 2025. Application of this policy will be based on third-party data and voting will be escalated in subsequent years."

The Trustee had studied L&G's voting records with regard to several companies where concerns have been expressed about their stance on trade unions and there have been reports that they were pursuing anti-union activities. These were Alphabet, Amazon, Starbucks, Tesla, and Walmart. Some of these have a growing base in the UK. 

The Trustee applauded L&G's support for the shareholder resolution at Amazon calling for an independent audit and report on warehouse working conditions and their support at Tesla for a report on harassment and discrimination prevention efforts and for the company to adopt a non-interference policy respecting freedom of association. However it was noted that L&G took no negative voting action at the AGMs of Alphabet, Starbucks and Walmart. 

The Trustee had raised concerns with L&G in previous correspondence about the non-inclusion of these companies in L&G's Future World Protection List, which lists companies that had acted in breach of the UN Global Compact,  despite their very long record of anti-union activity in breach of UNGC principle 3,  and L&G had responded that they use data for the identification of companies in breach of the principles provided by a well-known and highly respected ESG data provider and asked the Trustee to note that the data provider "does not identify these companies as being in breach of the United Nations Global Compact." The Trustee noted that a year later the List still does not include any of these companies despite their years-long anti-union actions and L&G voting for a shareholder resolution at Tesla citing "the company's recently-received allegations of workplace harassment".

L&G's Human rights expectations and approach states: "Following the roll-out of further, deeper engagements on human rights in 2024, we will aim to implement a new voting policy from 2025. Application of this policy will be based on third-party data and voting will be escalated in subsequent years. As well as undertaking voting activity, we may decide to pre-declare our votes on our dedicated blog post 18 to raise awareness of the issue to the market, and as an escalation activity within our engagement activity." 


Significant votes
The Trustee asked L&G:
· to explain whether they agree with their highly respected ESG data provider's view that these companies, which for years have been actively preventing trade unions from representing their workforces, should not be featured in the Future World Protection List. 

· to clarify whether Principle 3 breaches are excluded by your data provider, or whether these five companies are too important to be added to the list. 

· to confirm whether L&G will be voting against the chairs of the boards of these companies at their next AGMs if their anti-union practices continue. 

· to explain what their new human rights policy has been for 2025 and why it appears not to have influenced their votes at Alphabet, Starbucks and Walmart.

L&G pointed to their Future World Protection list methodology  and stated again that they use data for the identification of companies in breach of the principles provided by a well-known and highly respected ESG data provider who does not identify these companies as being in breach of the UNGC. 
 
They added that a responsible investor and a responsible corporate citizen, they commit to respecting and protecting human rights to the best of their abilities and support the human rights principles described in their document, guided by international principles and standards which are:  
 
· International Bill of Human Rights 
· United Nations Guiding Principles for Business and Human Rights (UNGP) 
· United Nations Global Compact (UNGC) 
· International Labour Organization’s (ILO) labour standards 
· International Labour Organization’s (ILO) Core Conventions 
· The OECD Guidelines for Multinational Enterprises (MNEs)  
 
These standards focus on human rights, society, labour and environment. L&G believe this helps their clients avoid reputational damage and to proactively manage related financial risks. They acknowledged the complexity of human rights issues and the potential impacts and how a company integrates human rights into business strategy and decisions is critical. 
As a global investor, L&G stated that they focus on using their leverage to influence and hold investee companies accountable for their human rights performance and to raise standards. When referring to human rights in our expectations for companies, L&G considers the following salient topics to be most relevant to business, where companies can collectively impact and drive material changes. This is not intended to be an exhaustive list of human rights topics; we would expect companies to identify the salient topics that are relevant and material to their operations and value chains. 

Alphabet, Starbucks and Walmart were not deemed to be in direct breach, through their own actions or activities, of one or more human rights related United Nations Global Compact (UNGC) Principles (Principles 1-6) for a continuous period of two years or more. 

They added that they had voted against management on two items at Wal Mart’s 2025 AGM related to human rights and social resilience: a vote against the chair for failing to meet L&G’s minimum expectations under the 2023 income inequality engagement campaign, and a vote against the chair of the nominating and governance committee over lack of gender diversity on the board.

L&G stated that they voted against management on several social topics at Alphabet’s 2025 AGM. They voted against Alphabet’s chair of the nominating and corporate governance committee over lack of gender diversity on the board, and supported a shareholder proposal requesting a “Report on Due Diligence Process to Assess Human Rights Risks in High-Risk Countries”; and supported another shareholder proposal seeking publication of a “Human Rights Impact Assessment of AI-Driven Targeted Advertising.” They also supported shareholder proposals related to the use of external data in development of AI, child safety online, and evaluating YouTube child safety policies.

At Starbucks’s most recent 2026 AGM, L&G voted against the election of director Jorgen Vig Knudstorp over human rights and labour concerns. They voted against this director in particular, because during his time as chairman of the nominations and governance committee, the company continued to experience labour disputes, which included a settlement cost of US$38.9-million for fair workweek violations in New York involving 15,000 workers and over 500,000 alleged violations. Strike action and labour law disputes increase the company's risk profile and can be a taint on its reputation. This distracts from the efforts the company has made to improve its wages and a benefits package which they consider is industry leading. L&G stated that this vote was intended to send a signal to the board (who should take ownership for labour practices) that investors expect action to eliminate future labour law violations and disputes. 

Newton:
The Trustee was extremely disappointed that it appeared that Newton has dropped its 2024 policy to "generally support proposals on human capital management that strengthen workforce engagement, its health and safety, and its diversity, and proposals that provide for additional material information on the company’s practices in this area." 

The Trustee had studied Newton's voting records with regard to Alphabet, Amazon, Starbucks, Tesla, and Walmart. 

Significant vote:
· the Trustee asked Newton to explain why they appeared to have taken no voting action  at all in relation to any of these companies' anti-union activities.

Newton declined to respond to this question. Their 2025 voting season report did not mention labour or trade unions at all, and the only mention of human rights was in the context of voting for a shareholder proposal at Alphabet requesting that the company publish a third-party human rights impact assessment examining the risks associated with AI-driven targeted advertising, including potential systemic discrimination and privacy concerns. The proposal received just 14.5% support, with 85.5% of votes cast against. Newton stated that among AI-related shareholder resolutions this one received the highest level of support. 

3.5 Excessive executive pay and low workforce pay
One issue where the L&G voting policy significantly differs from the Trustees' Red Line voting policy is that of excessive executive pay as expressed via pay ratios. While L&G (and the Red Lines) are concerned with a range of remuneration issues, the Trustee believes that L&G does not place sufficient weight on the damaging impact of executive pay that is simply far too high in relation to the company's workforce.  

On high pay, Trustee policy is to vote against the remuneration report or policy if the total remuneration package of any director is more than 100 times greater than the average pay of the company’s UK workforce, other than in exceptional circumstances which must be fully justified.

On low pay, in relation to principle one of the UN Global Compact, the Trustee's policy is to vote against the board’s remuneration proposals if any members of staff, including subcontracted staff employed in the UK, are paid below the Living Wage.

According to the High Pay Centre, mean FTSE 100 CEO pay grew substantially in 2024/5 at £5.91-million, a 15.4% increase from £5.12-million in 2023-24. This was the highest level published since introduction of the single figure requirements. This increase was about double that of the UK workforce. The median FTSE 100 CEO pay was 122.1 times greater than the median UK fulltime worker. 

Also according to the High Pay Centre, over the period 24 companies in the FTSE 100 paid their CEOs more than 100 times the median wage paid to their workforce. These included the following 14: Admiral Group, Astrazeneca, Aviva, BAE Systems, Barclays, Experian, GSK, HSBC, Intertek, Legal & General, Lloyds Banking, Pearson, Reckitt and Smith & Nephew. 

L&G supported the remuneration report for all but two of these companies – Pearson and Smith & Nephew – and voted against the remuneration policy at Intertek and Reckitt.

Of even greater concern, L&G supported the remuneration reports of nine out of 10 companies that not only pay their CEOs more than 100 times the median pay of their workforce, but also do not have accreditation with the Living Wage Foundation as (real) Living Wage payers and the Trustee are not aware that they pay the real Living Wage. These were Associated British Foods, Bunzl, Halma, Intercontinental Hotels, Marks & Spencers, Next, Sainsbury's, Tesco and Whitbread.  

The company paying their CEO the most excessive pay was Melrose Industries which recorded the highest total CEO pay in 2024/25, of £58.93-million as disclosed in the company's annual report. This is 1,574 times the pay of the median UK fulltime worker, let alone those workers paid below the Real Living Wage. 

In 2024/25 the total expenditure of FTSE 100 companies on their executives' pay package was £1-billion for 217 executive roles. This represents an increase from £757-million in 2023/24;  however, much of this increase reflects the excessive executive pay at Melrose where the executives were paid £212-million. And this is a company that according to the Living Wage Foundation is not accredited as a Living Wage employer. According to High Pay Centre Research that company's CEO: median employee pay ratio was 1,112. The Trustee noted that L&G's vote against the directors'  remuneration report was for other reasons. 

Significant votes
The Trustee asked L&G:
· to explain why they supported these excessive pay awards, in particular why they supported the pay awards for CEOs that are more than 100 times the median pay of a workforce for which the same CEOs have not even guaranteed paying a real Living Wage;  

· acknowledging L&G's point in earlier correspondence that "until such time that companies publicly disclose minimum pay data and data providers capture it, it is hard for us to target companies on not paying a living wage on a broad scale",  what action L&G is taking to push companies to provide this data, especially those with such excessive pay ratios. The Trustee urged L&G to consider targetting the companies paying excessive CEO pay awards as listed above. 

L&G responded that as a long-term engaged investor they want to support companies’ boards to be able to recruit, retain and incentivise the appropriate talent to sustainably grow the business and encourage innovation without undue risk-taking. They had not set a strict policy threshold or maximum pay expectation in terms of absolute quantum. Instead, they apply a combination of principle-based and structural expectations to assess companies’ executive remuneration and their alignment to long-term sustainable performance and stakeholder experience.  
  
L&G expects boards to consider whether their company’s pay ratio is appropriate within the industry in which it operates. Consideration should also be given as to whether the ‘year-on-year’ changes in the ratio are appropriate in light of corporate performance. 
  
However, they stated that they do not apply policy-based voting sanctions based on pay ratios, as these often do not adequately take into consideration the differences in market norms due to industry and sector, organisational and ownership structures, products and services offered and, importantly, performance and alignment with the experience of shareholders and other stakeholders.  They also felt that voting on pay ratios above a certain level may also disproportionately sanction companies that employ large numbers of lower-skilled workers. In addition to employment opportunities, these companies are often also offering an essential service or products to communities, therefore requiring investment and suitable management to be encouraged into these sectors. 
 
50% of the FTSE 100 are not living wage accredited.  That does not mean they are not paying the real living wage such as Sainsbury and Tesco.  L&G again pointed out the difficulty of targetting companies in the absence of disclosure of minimum pay data and data providers capturing it. 
 
L&G set out how they seek to tackle income inequality through five different avenues:

· In 2023, L&G expanded their corporate engagement on paying the living wage and income inequality. They launched a targeted engagement campaign on this topic with specific vote sanctions against the re-election of top directors at companies that fail to meet their minimum expectations by the time of their 2025 AGM. L&G are targeting the food retail sector, as they believe these companies to be generally more resilient due to the community service they provide, financially less impacted by the COVID-19 pandemic than other sectors, and with a high proportion of their workforce earning low wages. They identified 15 global supermarket retailers in developed economies and begun engagement with these companies in late 2023. 

· In addition to their direct corporate engagement campaign on the living wage which began in 2023 targeting 15 supermarket retailers, L&G also participate in a number of collaborative initiatives on this topic coordinated by the ShareAction Good Work Coalition and the Platform for Living Wage Financials.

· As the next phase of the 2023 living wage campaign, Asset Management issued vote sanctions to four companies who failed to meet L&G expectations by the established deadlines: Target Corporation, Kroger Co., Walmart Inc and Carrefour SA. 

· As co-chair of the food retail group within the Platform for Living Wage Financials, L&G attended the living wage annual conference which was attended by members, companies, NGOs and academics. They addressed the conference on the findings of the food retailers’ assessments carried out during 2024, looking at the companies' policies and practices on the living wage for their own employees and for workers within their supply chains. They also provided guidance to companies on where improvements were needed to raise their scores. 

· L&G co-signed a ‘call to action’ letter to UN member states, requesting that they prioritise the issue of the living wage at the Second World Summit for Social Development, taking place in November 2025. Living wages were incorporated into the Social Summit's political declaration, adopted by UN Member States and featured prominently across the programme (including in the Secretary-General's remarks and two dedicated sessions focused on implementation)
  
L&G added that pay ratios are also expected to be higher where executives receive substantial variable pay opportunity in years of good performance. While this may be one reason for a higher differential, it can only reasonably be applied where a company can demonstrate strong outperformance. To address income inequality in the US, a market where executive pay is often outpacing UK levels substantially, L&G have therefore introduced a voting policy that seeks to expose any performance-pay misalignment. As such, from 2024, L&G will apply additional voting sanctions on the ‘say on pay’ proposals at S&P 500 companies whose total shareholder return (TSR) has underperformed the S&P 500 over the previous three years and their CEO pay ratio exceeds 300.  

Newton: 
The Trustee noted that Newton supported the remuneration reports of eight of the nine Living Wage paying companies at whose AGMs it voted, the exception being Smith & Nephew although this was due to their view that the vesting/performance period for equity awards was too short and not due to quantum. 

Of even greater concern, Newton supported the remuneration reports of four of the five companies at whose AGMs they voted that not only pay their CEOs more than 100 times the median pay of their workforce, but also do not have accreditation with the Living Wage Foundation as (real) Living Wage payers and we are not aware that they pay the real Living Wage. These were Marks & Spencers, Next, Tesco and Whitbread.  It was only at Melrose that Newton voted against the remuneration report.

Significant votes
The Trustee asked Newton:
· To explain why they supported these excessive pay awards, in particular why they supported the pay awards for CEOs that are more than 100 times the median pay of a workforce while not guaranteeing paying the real Living Wage;  

· What action is Newton taking to push companies to provide data on low pay, especially those that have such excessive pay ratios? The Trustee urged Newton to consider particularly targetting the companies paying excessive CEO pay awards without registering as paying the (real) Living Wage and London Living Wage or confirming that they do pay at these minimum levels despite not being registered.

· To explain why they voted against the Shareaction shareholder resolutions at Marks & Spencer[footnoteRef:3] and Next[footnoteRef:4]. [3:  https://shareaction-api.files.svdcdn.com/production/resources/reports/MS-Resolution-text.pdf?dm=1739895435]  [4:  https://shareaction-api.files.svdcdn.com/production/resources/reports/Next-Resolution-text.pdf?dm=1739895138] 


Newton declined to respond to these questions. 

Their 2025 voting season report gave five examples, four of which were where they voted against the remuneration reports at four companies: Unilever, Stallantis, Anglo American; and UnitedHealth. There were varying reasons for their welcome opposition though none were in relation to pay ratios. The fifth example was explaining Newton's support for the say-on-pay proposal at Goldman Sachs, where early in the 2025 fiscal year, the bank awarded off-cycle retention restricted stock units (RSUs) worth £80-million each to the CEO and chief operating officer without performance criteria. These awards were in addition to one-off grants provided in the 2021 fiscal year. Given the magnitude of the award Newton engaged with the bank's investor relations team and lead director separately, and were satisfied with the explanations they received. 

3.6. Directors' pension provision

The Trustee's policy is to vote against the remuneration report or policy if the pension contributions for any director are not limited to the director’s basic salary and are out of alignment with that of the company’s workforce. 

L&G
L&G state in their remuneration principles that:  "L&G expects pension provisions to be aligned with what is offered to a majority of the workforce. We will vote against the remuneration policy where there have been no changes proposed to address a disparity in pension provisions." 

Significant votes
· The Trustee asked L&G to provide details of what engagement they have had with companies and whether they had voted against any remuneration policy for this reason over the period

L&G responded that they have an established policy on executive pension alignment. They expect directors’ pension provisions to be aligned with what is offered to a majority of the workforce in which they operate. As such, L&G will vote against the remuneration policy where there have been no changes proposed to address a disparity in pension provisions. 
  
There are very few companies in the UK that still have enhanced pension provisions for their existing directors, let alone new directors coming in. L&G clearly lay out our expectation in their published policy documents and will notify companies during remuneration engagements of their voting intentions in this regard. 

L&G stated that in 2025 they did not issue any votes against management globally over the specific concerns that the company failed to meet L&G’s minimum expectations on pension alignment with the wider workforce or increasing pensions provisions for executive directors. However, they did vote against management on 47 occasions due to other concerns regarding pensions, including lack of pension disclosure or excessive contributions to executives.

Newton:
Significant vote:
· The Trustee also asked Newton to provide details of what engagement you have had, if any, with companies and how they had voted on the issue over the period.

Newton declined to respond to the question. Their 2025 voting season report did not appear to mention pensions. 

4. Summary of votes cast

	Question


	L&G: Global Equity Fixed Weights (50-50) Index Fund
Data was supplied for the year to 31.12.25
	Newton Real Return Fund 

Data supplied for the year to 30.9.2025

	What was the total size of the fund as at 31.10.2025?                      
	 £ 1,821,145,375 
	£2,076,800,000

	What was the number of equity holdings in the fund as at 31.10.2025?
	2869
	65

	Total size of Scheme assets invested in the fund/mandate as at the end of the Reporting Period (if known)?
	
	

	How many meetings were you eligible to vote at over the year to 31.10.2025?
	2919
	66

	How many resolutions were you eligible to vote on over the year to 30/06/2025?
	36894
	981

	What % of resolutions did you vote on for which you were eligible?
	99.94%
	98.7%

	Of the resolutions on which you voted, what % did you vote with management?
	81.88%
	92.3%

	Of the resolutions on which you voted, what % did you vote against management?
	17.89%
	7.7%

	Of the resolutions on which you voted, what % did you abstain from?
	0.23%
	0%

	In what % of meetings, for which you did vote, did you vote at least once against management?
	65.54%
	42%

	Which proxy advisory services does your firm use, and do you use their standard voting policy or created your own bespoke policy which they then implemented on your behalf?
	L&G’s Investment Stewardship team uses ISS’s ‘ProxyExchange’ electronic voting platform to electronically vote clients’ shares. All voting decisions are made by L&G and we do not outsource any part of the strategic decisions. To ensure our proxy provider votes in accordance with our position on ESG, we have put in place a custom voting policy with specific voting instructions. For more details, please refer to the Voting Policies section of this document.
	Newton utilises an independent voting service provider for the purposes of managing upcoming meetings and instructing voting decisions via its electronic platform, and for providing research.  Its voting recommendations of are not routinely followed; it is only in the event that we recognise a potential material conflict of interest as described above that the recommendation of our external voting service provider will be applied. 

We do not maintain a voting policy with ISS. We apply our own Newton voting guidelines.

	What % of resolutions, on which you did vote, did you vote contrary to the recommendation of your proxy adviser? (if applicable)
	13.51%
	6%






4. Fixed income

4.1 L&G High yield bond fund 
For five years in succession the Trustee had raised with L&G the inclusion of Petroleos Mexicanos in the fund. The key concern of pension schemes is risk and the Trustee was concerned about the risk factors associated with Pemex. The Trustee noted that Sustainalytics has given Pemex an ESG risk rating of "57.8 - severe", which ranked it 274th out of 302 oil and gas producers (with 1 as the lowest risk) and that Pemex features on L&G's Future World Protection List for breaches of the UN Global Compact.  

In Pemex's business plan for 2023-27, as the Trustee had earlier indicated, it states that its 'upstream' focus "remains on the areas with the greatest productive and economic potential and taking advantage of the experience and skills of their technical staff. The strategy prioritises exploration in onshore areas and shallow waters, while continuing to the accelerated development of new fields and optimising exploitation. The execution of these strategies will allow Pemex to incorporate and recategorize reserves, mitigate the decline and maximise the recovery of hydrocarbons.

"To support the long-term vision, the strategy focuses on exploratory opportunities, evaluating oil potential to incorporate prospective resources and strengthen the exploration portfolio."

The Trustee was therefore very pleased to note that Pemex is no longer one of the top 10 issuers in the High Yield Bond Fund, though 13.5% of the fund is in energy, and asked whether Pemex still an issuer in this fund. 

L&G responded that the fund now adheres to the L&G FWPL list which incorporates UNGC Violators in which Pemex is listed. Therefore L&G divested fully from the fund and are prohibited to invest for as long as it remains on the list. They pointed out that this issuer remains one of the largest names within the high yield universe and forms 2% of L&G's comparative index.

4.2 M&G  Sustainable Total Return Credit Investment Fund
The Trustee welcomed M&G's commitment to fighting climate change and in particular its Climate Transition Plan from July 2025 which stated: "Our Strategic Ambition is to play our part in supporting real-economy decarbonisation, and to contribute to a more resilient society. To implement this, M&G plc adopted a target of achieving net zero by 2050 across our operations and investments."

The Trustee asked whether or at what point M&G might be able to revise this 2050 target downwards.

M&G responded that they did not anticipate revising the 2050 target earlier, as their firm-level targets are aligned with the Paris Agreement and global Net Zero frameworks (NZAMi and NZAOA). However, they review their Climate Transition Plan every three years, in line with TPT guidance, which includes reassessing climate targets and the feasibility of any revisions. 

They pointed out that while M&G's firm-level targets guide how they manage climate-related risks and opportunities, all individual funds continue to be managed in line with their stated investment objectives, mandates, and legal documentation. This means that group-level ambitions do not automatically result in changes to fund-level objectives, unless explicitly written into fund documentation or agreed with clients. They added that climate remains a priority as evidenced by M&G's continued commitment to Net Zero Asset Managers (NZAM) initiative following its relaunch. The Trustee notes that this commitment is not what it was, since the relaunched NZAM initiative has dropped the requirement to commit to a 2050 net zero target. 

The Trustee asked what progress M&G had made in relation to their climate goals regarding the issuers in the Sustainable Total Return Credit Fund. 

M&G responded by noting that the M&G Sustainable Total Return Credit Fund does not have any fund-level Net Zero targets or Paris-alignment goals. As such, climate-related progress within the portfolio is not measured against a decarbonisation or temperature-alignment pathway. Instead, climate considerations occur where it is financially material and is assessed through the implementation of the fund’s sustainability criteria, exclusions, ESG integration and issuer-level analysis. The Fund’s three-stage sustainability screening process, which applies norms-based exclusions, sector-based exclusions (including thermal coal, conventional and unconventional oil and gas, and carbon-intensive power generation), and the exclusion of ESG laggards from the investable universe. Climate considerations are also fully integrated into fundamental credit research, where climate-related risks and opportunities are assessed alongside an issuer’s financial profile. In terms of monitoring progress at issuer level, the fund benefits from M&G’s proprietary ESG and climate analytical tools, including the ESG Scorecard, and ESG/engagement dashboards, which enable ongoing assessment of issuer climate performance, transition-readiness and material climate-related risk.

M&G confirmed that they have a dedicated stewardship programme for fixed income, which is distinct from the equities stewardship programme, while also being supported by their firm‑wide central stewardship and sustainability function. Engagement with issuers in fixed‑income is primarily undertaken by M&G's credit analyst teams, who integrate material ESG risks and opportunities into fundamental credit research. These analysts lead issuer‑level engagement, and are supported by the stewardship and sustainability team where thematic expertise, escalation, or coordination is required. 

Although bondholders typically have fewer formal rights than equity holders, M&G stated that it considered stewardship a core part of responsible fixed‑income investing. The central stewardship and sustainability function sets the overall stewardship framework for the firm, ensuring consistent expectations on ESG issues across asset classes, coordinating thematic engagement (e.g., climate, biodiversity, labour standards), and maintaining engagement tools, policies, and governance structures used by all investment teams. The dedicated fixed‑income stewardship activities include regular engagement reviews, the use of internal analytical tools (including on climate and nature‑risk) to support ESG integration within credit analysis and ongoing monitoring. 

Other ESG matters
The Trustee reminded M&G of its stewardship priorities (in addition to climate change) and asked how M&G approaches these policy priorities in the context of this fund and whether they had raised any of these issues with the issuers. 

M&G responded that historically their engagement policy was written with listed equities in mind but increasingly they had been engaging with corporate bond holdings as well, and had recently updated their engagement policy which sets out how M&G engages with investee companies which are corporate bond holdings only. The main difference was that engagement tends to be with executive management rather than including the wider board of non executive directors on equity related matters. 
M&G confirmed that the themes prioritised within the AMNT Red Line policy - labour rights, board diversity, equality monitoring, fair pay, executive remuneration structures and Living Wage considerations - are also areas of focus for them and that there is therefore strong philosophical alignment in the issues considered material to long term value and to responsible investment outcomes. 

Water
The Trustee had reviewed the relevant section of the annual report of M&G's European Specialist Investment Funds for the year ended 31 December 2024, which indicated that the worst performing issuers in the fund in relation to cash benchmark in Q1, Q2 and Q3 included the UK water companies Thames Water and Southern Water. 

The Trustee noted media reports that by 2023 Thames Water had discharged 72-billion litres of sewage into the River Thames since 2020[footnoteRef:5], and in December 2025 it was reported that 13 communities that live along the River Thames have filed the first coordinated legal complaint about this company's continued sewage pollution[footnoteRef:6]. Ofwat fined them £122.7-million in July 2025 for major failures over sewage spills and paying unjustified dividends to shareholders[footnoteRef:7]. The chair of the Independent Water Commission stated in 2025 that Thames Water's main water treatment works for London at Coppermills, which is 60 years old, is "on its last legs" and the Financial Times reported that "just one system failure could leave millions of Londoners without water. Mass evacuations, with the military on standby, could be triggered in the event of a failure" [footnoteRef:8].  [5:  https://www.bbc.co.uk/news/uk-england-london-67357566]  [6:  https://www.theguardian.com/business/2025/dec/02/people-living-along-polluted-thames-file-legal-complaint-force-water-firm-act]  [7:  https://www.ofwat.gov.uk/ofwat-fines-thames-water-nearly-123m-following-two-investigations-into-the-company/]  [8:  https://www.ft.com/content/97e41a5c-4cf2-4205-9878-6c75949b92be#:~:text=Mass%20evacuations%2C%20with%20the%20military,with%20knowledge%20of%20the%20site.] 


In 2021 Southern Water was fined £90-million for illegal discharge of sewage[footnoteRef:9], and in November 2025 it was widely reported that millions of plastic pellets from a Southern Water treatment works polluted a beach in East Sussex[footnoteRef:10].  [9:  https://www.gov.uk/government/news/record-90m-fine-for-southern-water-following-ea-prosecution]  [10:  https://www.bbc.co.uk/news/articles/c5yd771dn7no] 


The annual report states that another issuer in the fund is Yorkshire Water. In March 2025 the company was ordered to pay £40-million to address serious failures over wastewater and sewage. It was found by Ofwat to have discharged untreated wastewater into rivers for seven hours a day in 2023[footnoteRef:11]. And according to the Environment Agency[footnoteRef:12], on 30 July 2025 the company pleaded guilty and was fined £865,000 at Sheffield Magistrates' Court after their Ingbirchworth Water Treatment Works illegally discharged approximately 1-million litres per day of chlorinated water into the watercourse for nearly a month in 2017. The court agreed that the series of failures by Yorkshire Water showed a high degree of negligence, resulting in "a prolonged and catastrophic loss of aquatic life". Passing sentence, the judge said that the company’s previous convictions, including several since this incident, suggested that despite higher fines available to courts being an incentive for Yorkshire Water to improve regulatory compliance, that incentive has had "a lukewarm reception". [11:  https://www.bbc.co.uk/news/articles/c5y0z9qqev4o]  [12:  https://www.gov.uk/government/news/yorkshire-water-fined-for-polluting-watercourse] 


M&G's ESG and sustainable investing integration policy states that its impact research provides a detailed analysis of companies "including an evaluation of the company's (or a bond's) contribution to Sustainable Development Goal targets and sets out the KPIs to be used for the measurement and management of the impact generated." The Trustee noted that Sustainable Development Goal 6 is clean water and sanitation, and the UN's SDG 2025 report[footnoteRef:13] states: "Water systems are under strain from pollution, water stress and weak governance. Only 56% of domestic wastewater is safely treated, water stress remains critical in several regions, freshwater ecosystems are declining, and transboundary cooperation is limited. At the current rate, the world will not achieve sustainable water management until at least 2049." [13:  https://unstats.un.org/sdgs/report/2025/The-Sustainable-Development-Goals-Report-2025.pdf] 


It adds: "Freshwater ecosystem degradation threatens biodiversity, food security and livelihoods. Since 1970, 83 per cent of freshwater species populations have declined, and 25 per cent of freshwater fish species are at risk of extinction."

The Trustee asked M&G for their comments on this, in particular what engagement they had had with these companies and the result of that engagement and whether M&G was satisfied with the companies' responses. The Trustee asked whether M&G intended to continue lending them our money given these companies' records and if so what M&G's strategy is to make these companies improve, not only in relation to their shocking environmental record but also their failures of governance. 

M&G recognised the Trustee's frustrations with some of the activities within this sector. They reiterated that the sustainability objectives of the Fund were to generate a total return from a diversified global credit portfolio while promoting environmental and social characteristics through strict exclusions, a higher‑ESG‑quality/lower‑carbon portfolio profile, and a commitment that at least 51% of assets qualify as sustainable investments, all underpinned by ESG integration. All investments within the Fund must meet this criteria. The services provided by UK water companies are considered appropriate for investment within a sustainability framework. In the UK, the provision of clean water and sewerage services is integrated within a single regulated entity, and these activities meet the criteria of delivering essential societal needs. On this basis, the UK water sector is eligible for consideration within the Fund. 

In forming a view, M&G assesses the overall contribution of the sector to society while recognising historical shortcomings of the industry and, in some cases, of individual companies. In the second half of 2025, the Independent Water Commission, led by Jon Cunliffe, delivered a comprehensive critique of government policy, regulatory structures, and certain past actions taken by water companies. Importantly, the review acknowledged that fundamental reform was required. This was followed in January 2026 by a government white paper outlining the proposed direction of travel for the sector, including the establishment of a new, consolidated regulator to bring together responsibilities that had previously been fragmented. The proposals also introduced enhanced oversight measures, such as infrastructure “health checks,” aimed at improving transparency and accountability.  M&G viewed this acknowledgement of structural issues, alongside the proposed reforms, as a constructive step forward, while noting that further clarity on implementation is expected from the government in the spring. 

During the period in question, several water companies were experiencing significant financial stress, with management teams understandably focused on stabilising operations and strengthening their longer-term viability. In this context, M&G concluded that it was not the appropriate time to pursue more forceful engagement aimed at driving operational improvements, but judged it more effective to maintain open and constructive dialogue with companies, regulators, and government stakeholders, with the objective of supporting system stability and helping to lay the foundations for a more resilient and sustainable sector over time. 

M&G felt that long-term institutional investors, such as pension schemes, have an important role to play as responsible stewards of capital in the UK water sector. With long investment horizons, a strong focus on sustainability, and clear alignment with essential public infrastructure, pension schemes are well suited to support both the ownership and funding of the industry. In this context, M&G  view continued engagement as critical and consider disengagement from the sector to be counterproductive, as it would reduce the influence of responsible capital at a time when constructive stewardship is most needed. They consider active, long-term investor involvement as a key component in improving governance, supporting necessary investment, and contributing to a more resilient and sustainable water system over time.


4.2 Royal London Asset Management Multi-Asset Credit Fund 
 
The Trustee applauded RLAM's decision not only to reaffirm membership of the Net Zero Asset Managers Initiative but also to pursue an "NZAM+ strategy" which recognises that NZAM's new commitment statement is weaker than its previous position. RLAM head of climate transition and engagement, Carlota Garcia-Manas, stated in Net Zero Investor that RLAM will maintain "the ambition and integrity of our existing climate commitments even where elements of the updated NZAM framework provide greater discretion. This approach ensures continuity in our long-term climate objectives, which are informed by climate science, while aligning with our fiduciary, legal and client-mandated responsibilities."  The Trustee considered that this is a very welcome and necessary move on the part of RLAM. It would appear that the weakened commitments of the Net Zero Asset Managers Initiative are driven not by science but by politics. 

RLAM's TCFD Product Report for the fund dated October 2025 indicated that the fund's implied temperature rise had reduced from 3.4°c in 2024 to 2°c in 2025, a year-on-year reduction of 40.1%. This compared favourably with a benchmark of 3.6°c. 

The Trustee was pleased to see RLAM's continued growth in coverage and the improvement of several metrics (see point 6, below).
 
Amazon:
The Trustee had previously welcomed RLAM's engagement with Amazon, with which the Multi-asset Credit Fund held a position, on the matters of freedom of association (trade union recognition) and race discrimination:  RLAM had supported shareholder resolutions on this for three consecutive years. The Trustee had asked what escalation they were planning since Amazon had ignored RLAM's voting and engagement, and RLAM had responded that as they were overweight in investment grade credit they had reduced their allocation and Amazon was one of the creditors sold. They had added that as a business they do continue to engage with Amazon, and the Responsible Investment team would be meeting with Amazon representatives to discuss these points. The Trustee welcomed the disinvestment of the fund's allocation in Amazon but added that the Trustee was  very interested in the outcome of the meeting.

RLAM reported that following client feedback and their voting activity, they held further engagements with Amazon to discuss freedom of association, diversity & inclusion (including race discrimination concerns), and related workforce practices. Amazon reiterated that the board oversees its human rights policy (including respect for collective bargaining) and described ongoing workforce-focused initiatives and disclosures. On diversity & inclusion, Amazon reaffirmed its commitment and noted recent board-level discussion through relevant committees, and confirmed its racial equity audit was completed in 2024, stating it reviewed processes end-to-end and informed iterative improvements.
 
Reflecting this dialogue and evidence of improved safety outcomes, RLAM subsequently abstained on the shareholder proposal requesting an independent audit of working conditions, while continuing to signal escalation on labour-rights oversight by voting against the re‑election of Jonathan J. Rubinstein (chair of the E&S committee) and reiterating support for an independent assessment of adherence to freedom of association and collective bargaining commitments. 
 
RLAM stated that they will continue to assess progress through ongoing engagement and monitoring of disclosures and external outcomes and calibrate escalation (including through the continued use of RLAM's voting rights) if progress does not meet their expectations.
 
Thames Water Kemble Finance
The Trustee noted that RLAM is reportedly a major Thames Water investor and the fund itself has a small investment in Thames Water Kemble Finance plc.  The Trustee further noted that in April 2024 Kemble Water Finance issued a formal notice of default on a bond maturing in 2026, and according to press reports[footnoteRef:14] RLAM was the most exposed institutional investor.  [14:  https://citywire.com/new-model-adviser/news/royal-london-says-thames-water-debt-still-attractive-despite-bond-default/a2440264] 


The Trustee raised the same points regarding Thames Water as were made to M&G (above), and further noted RLAM's very welcome focus on antimicrobial resistance and the statement in its Stewardship and Responsible Investment Report 2024 that "wastewater is strongly linked to increased antimicrobial resistance in river bacteria and affects areas adjacent to water treatment plants. This connection underscores the importance of addressing wastewater management to combat the spread of AMR." Thames Water is a participant in the Water UK Chemicals Investigation Programme which RLAM stated "investigates the impact of wastewater and sludge treatment processes on the presence and spread of AMR bacteria and genes. Several companies have also collaborated with academic institutions to assess the prevalence and risks of AMR bacteria in wastewater." 

In RLAM's 2025 Water Sector Engagement Report it was stated: "Thames Water has made progress in some areas of the engagement programme, but several key challenges remain. Pollution is a significant concern. The Thames Tideway Tunnel is a major investment aimed at addressing these issues, though further clarity is needed on its expected impact. Biodiversity reporting lacks a full baseline assessment and a comprehensive plan for habitat and species management. Future focus areas include improving pollution outcomes, developing a robust biodiversity strategy, strengthening affordability planning, and integrating AMR risk management."  

In RLAM's conclusion to its report they state: "Despite these challenges, the water sector offers stable and dependable cashflows, supported by a robust regulatory framework, making it an attractive investment opportunity. By prioritising affordability, supporting vulnerable customers, and addressing environmental concerns, water companies can continue to provide essential services while contributing to the well-being of society."

The Trustee felt that to state that Thames Water has "challenges" was a vast understatement and asked for comments on the Trustee's points and more details about what engagement RLAM have had with Thames Water/Kemble Water Finance and the result of that engagement and whether RLAM are satisfied with the company's response. The Trustee also asked for RLAM's view on whether the complex structure of multiple companies owning or owned by Thames Water Utilities Ltd is fit for purpose, and whether in the last year ESG concerns had led RLAM to choose to either pass on an investment opportunity, or to sell their holding.

RLAM responded that its stewardship in the UK water sector is delivered through a sector‑level engagement programme, reflecting the shared challenges facing the industry, including wastewater pollution, infrastructure resilience, affordability and regulation. RLAM's approach combines targeted engagement with ongoing monitoring and is focused on long‑term outcomes.
 
They continue to assess Thames Water’s progress on an ongoing basis including reviewing regulatory findings, public disclosures, and wider sector developments. These considerations are discussed through their Engagement Delivery Group, which determines whether direct engagement is appropriate or whether monitoring is more effective at a given time.
 
Where engagement is feasible and likely to be constructive, RLAM stated that it would seek to engage on issues such as pollution performance, environmental governance, and delivery plans. Where it is not, they would continue to monitor progress against regulatory expectations and the operational and service delivery commitments set for the current AMP8 period.
 

5. CBRE's Osiris Property Fund

This fund has been in wind down since March 2020 and the size of the portfolio is reducing over time.
CBRE Investment Management is a signatory to TCFD and supports the TCFD recommendations.

CBRE confirmed that the Osiris fund follows the CBRE Investment Management Sustainability Policy and Sustainability Vision which together cover its approach to sustainability for all strategies and assets under management, as well as its net-zero carbon and other ESG-related targets. 
Further, as a signatory to the Net Zero Asset Managers initiative ("NZAMi"), CBRE Investment Management has net zero carbon emissions targets. Where they have direct control of an asset and management discretion of their long-term core strategies, they have committed to implement actions to achieve net zero carbon performance and physical resilience for Scopes 1 and 2 by 2040 or sooner and for Scope 3 by 2050. For all other business strategies, CBRE have committed to deliver net zero carbon performance and physical resilience for Scopes 1, 2 and 3 by 2050.

However, since March 2020, the Osiris Fund has been in wind-down and as such the Fund has not set any long-term sustainability goals. 

In 2025 CBRE group published its Climate Transition Strategy, which builds on work done over the last few years to align targets, drive progress on key sustainability initiatives and implement financial-grade GHG emissions accounting. 
In 2024 CBRE validated their Net Zero target with the Science Based Targets initiative (SBTi). Their Transition Strategy presents a global approach to driving emissions reductions across their operations and service offerings, enabling our business to thrive in a future that holds global temperatures to a 1.5C trajectory. It aligns CBRE's business with our climate commitments and highlights areas of impact, transformation and opportunity. 
CBRE IM published its 2024 Climate Report that outlines its performance, progress and key initiatives, and which articulates their approach to assessing climate risks and opportunities informed by the Task Force on Climate-related Financial Disclosures (TCFD) and the International Financial Reporting Standards (IFRS) S1 and S2.1 It also highlights actions taken to improve asset performance and build climate resilience across CBRE's global platform. 
CBRE continues to be a signatory to the Net Zero Asset Manager Initiative which relaunched in February. 

Having read CBRE's Climate Report 2024 and its stark report that there was US$402-billion of total damage wrought by weather disasters globally in 2024, the Trustee asked CBRE what progress CBRE had made in 2025 in supporting the goal of net-zero greenhouse gas emissions by 2050 or sooner, in line with global efforts to limit warming to 1.5°c, and to supporting investing aligned with net-zero emissions by 2050 or sooner. 

CBRE IM Indirect business published its 2024 TCFD Entity Level Report which articulates their approach to assessing climate risks and opportunities informed by the Task Force on Climate-related Financial Disclosures (TCFD) at CBRE Investment Management Indirect Limited. It also highlights the actions being taken to improve asset performance and build climate resilience across their platform. 
The report aligns with the TCFD recommendations and endeavours to align with other best practices for climate-related reporting, such as IFRS S2 from the International Sustainability Standards Board (ISSB). 

CBRE’s Net Zero by 2040 and near-term 2030 targets were validated by the SBTi in 2024 and conform with SBTi Criteria and Recommendations (Criteria version 5.2).

The CBRE Transition Strategy is available online[footnoteRef:15]. [15:  https://mediaassets.cbre.com/-/media/project/cbre/dotcom/global/about/corporate-responsibility/planet/climate-transition-strategy.pdf?rev=41fac2809a2546cd98c00a1a6d8576b1] 


CBRE Corporate Responsibility Report 
The CBRE Group published its 18th annual Corporate Responsibility report. The report highlights how CBRE is working to have a positive impact on people and communities while delivering superior outcomes for clients. This year’s report focussed on three key areas: scaling a low carbon future, creating a thriving workplace, and leading with integrity.  The report is published online.[footnoteRef:16] [16: 
 cbre-2024-corporate-responsibility-report.pdf] 


Shareaction report
ShareAction's report Built to Last? An assessment of 16 major real estate investment managers' climate strategies places CBRE Investment Management 7th place out of 16, and graded C with a score of 59%. Its report sets out 12 key standards on climate action and indicates that CBRE has not met five of them. The Trustee asked for CBRE's comments.  

CBRE pointed out that the definitions provided by ShareAction include the following statement, pertinent to the Osiris fund which is an indirect product:  “Investment managers use several investment strategies. In this report direct investment refers to investments made by investment managers in physical buildings or developments. Investment managers exercise greater control over directly-held assets, especially where they have discretion to make investment decisions. Direct investments are the focus of this report. 
Investment managers also invest their clients’ money in real estate companies or funds managed by third parties to get indirect exposure to real estate, and in real estate debt. We do not discuss these strategies in any depth in this report.” 

CBRE stated that the assessment is not specifically addressing the indirect investment strategy of Osiris; however they had reviewed the report, engaged directly with ShareAction and were happy to share their approach as a business. They welcomed ShareAction’s assessment of investment managers and their recognition of the work they  are doing. CBRE summarised their initial findings from their  review of the ShareAction assessment: 

Targeting Energy Intensity Reduction 
CBRE have a well-documented path to decarbonisation which prioritizes energy reduction as the first step (Page 19 for reference of CBRE’s Transition Plan). 
Resource efficiency is considered at all phases of the investment lifecycle. From 2019-2023, CBRE reduced our energy intensity by 20% (we are on track to reduce energy intensity 50% by 2030). Often, they do not have operational control, for example triple net leases, making it more challenging to drive energy efficiency. In these cases, CBRE try to engage with tenants to encourage sustainability best practices.

Embodied Carbon: 
CBRE recognize that embodied carbon is a key part of decarbonising the real estate sector. While the vast majority of the assets they manage are standing and operational assets, they have instructed a series of embodied and whole life carbon assessments on their newest developments and are developing policies and guides in this area. 

Expectation to commit to installing no fossil fuel equipment from 2030: 
While CBRE are generally in alignment with this expectation for assets within their direct control, alignment for areas within the control of tenants is more challenging, particularly where business-critical tasks like high heat thermal processes are involved. They engage with their tenants to encourage sustainability best practices, as well as engaging with industry bodies (e.g., the BBP in the UK) to develop new approaches for working with tenants and other stakeholders. 

CBRE added that as stewards of capital, CBRE Investment Management has a fiduciary duty to safeguard the long-term value of their investments and deliver sustainable returns to their clients. By integrating climate risk into our investment processes and decision-making frameworks where consistent with their clients’ investment objectives, they strengthen their resilience against systemic shocks, regulatory shifts and market disruptions. CBRE believe that their approach is essential to mitigating risk and creating value. 
They added that CBRE IM has an active decarbonisation programme. They conducted an analysis of progress made for their global Direct Real Estate portfolio over the past four years from their 2019 baseline. As a result of their decarbonisation programme, the Direct Real Estate investment strategy is on track to meet their interim GHG target of a 50% reduction in GHG emissions by 2030. 

From 2019-2023, CBRE stated that they: 
– Reduced GHG emissions intensity by 21%. 
– Reduced energy intensity by 20%. 
– Increased their use of renewable energy by 503%, consuming 671,000 mWh of renewable energy. 
– Reduced water intensity by 14%. 
To aid their implementation of sustainability initiatives, we secured or issued US$7.8-billion in sustainability-linked financing through 2024.

The Trustee had welcomed the example CBRE supplied previously regarding the office development under way at 24-25 St Andrew Square, Edinburgh, where the refurbishment plan was to deliver an all-electric building with strong ESG credentials. The plan was to complete the refurbishment, lease the building and exit on completion of the leasing programme, likely in September 2025. The Trustee indicated they would be grateful for an update, including whether the property was accredited as EPC 'A' and BREEAM 'Excellent' post-completion. 
CBRE confirmed that the property had been fully refurbished, with all new Cat A fit out. The traditional façade had been restored to its full grandeur and they had overhauled the retained building exterior. Amenities had been introduced to enhance accessibility and user experience, and the services have been replaced for all electric “no combustion” operation. Together with fresh modern interior design, CBRE stated that the property offered a fantastic working environment meeting all ESG requirements. 
The refurbishment has achieved an EPC A; whilst they are still awaiting the BREEAM ‘Excellent’ certificate, the team have been assured the scheme has achieved all the required credits.

Further example 
The Trustee indicated that they would welcome further examples of CBRE's activities that would contribute towards the goal of net zero, and CBRE highlighted Tritax London Logistics Fund,TLLF, which is an £844-million fund focused on industrial and logistics assets in Greater London, with significant exposure to the Heathrow / West London submarket. The Fund allows for up to 25% of GAV to be subject to development and currently has the target that all new developments will be rated BREEAM ‘Excellent’ or higher and EPC A+. This strategy addresses growing occupier demand for modern, efficient warehouse spaces in key locations. 

In 2025, the fund commenced construction of a new 115,225 sq. ft unit at the Blackthorne Point estate in Poyle. The unit is pre-let to DHL on a 15-year lease at a rent of £25.00/sq. ft and, as per the Fund’s minimum requirements, the development is targeting EPC A+ and BREEAM ‘Excellent’ ratings, as well as on-site solar PV (c.250 kWp). As part of the development, the power supply to the site is being upgraded to ensure the new unit will not be powered by fossil fuels and can also service electric vehicle charging infrastructure, thereby supporting DHL’s net zero ambitions to occupy climate-neutral buildings and electrify their first and last mile delivery fleet. Moreover, attenuation tanks are being installed to improve the asset’s resilience to surface water flooding. 
The project is expected to complete in Q3 2026, and will further improve the fund’s ESG metrics, including increasing the proportion of assets rated EPC A+ from 12% to 17%.

They stated that the GRESB benchmark Assessment 2025 results  had the GRESB score increase from 79/100 to 83/100, enviromental score 46/62, full marks for social, 19/20 for governance against a benchmark of 4/11, and a net zero carbon target year of 2040.


6. Taskforce on Climate Related Financial Disclosures
As stated in the introduction to this implementation statement, the board chose to try to collect initial data
and reports from the fund managers in relation to the TCFD recommendations and the information disclosed
here will assist the board to develop its investment and stewardship policy and strategy with regard to climate
change.

The corporate trustee directors asked the fund managers to
• supply their responses to the TCFD recommendations on governance, strategy and risk management;
and
• complete the new PLSA carbon emissions template.

6.1 Carbon disclosure metrics
[image: ]
Source: Investment managers. Data as at 31 October 2025 (or closest date where data is available).

6.2 Portfolio alignment metrics

L&G High Yield Bond Fund – 3.1°C
L&G Global Equity (50:50) Fund – 2.5°C
M&G Sustainable Total Return Credit Fund – 2.4°C
L&G All Stocks Index-Linked Gilts – 2.1°C
Royal London Multi-Asset Credit Fund – 2.0°C

Source: Investment managers. Data as at 31 October 2025 (or closest date where data is available).


7. Conclusion 
The Trustee is pleased to have been able to report the decisive actions taken during this period on the matters of climate change and stewardship, but expresses concern about the rolling back of commitments and policies on the part of several equities managers across the three schemes governed by this Trustee board including, in the BSRS, Newton Asset Management. The trustee applauds L&G in resisting this trend. 

Following preparatory training, adopting a commitment to net zero by 2050 or sooner and having regard to the advice of the scheme's investment adviser, the Trustee began divesting from some funds and investing in new funds across all three pension schemes governed by the Trustee board, with assistance and recommendations from the investment advisor. 

In doing so the Trustee was also able to resolve two longstanding problematic areas with regard to global warming and stewardship. 

The first was the inclusion of Petroleos Mexicanos as the largest issuer in the L&G High Yield Bond Fund. The Trustee had raised this issue with L&G repeatedly over several reporting periods with no action from the fund manager. The issue was not about L&G including oil companies in their fund, but the inclusion of this particular company in the light of its business plans and its ESG risk rating by Sustainalytics as "52.6: severe risk", placing it at number 217 out of 294 oil and gas producers, and 14,930 out of their 'global universe' of 15,131. The fund had had an implied temperature alignment of 3.3c.

The disinvestment from this fund and move to the M&G Sustainable Total Credit Fund will therefore help the BSRS to progress towards its net zero target. The Trustee was very pleased to hear from L&G that they had finally dropped Pemex from the fund because the fund now adheres to the L&G Future World Protection  List which incorporates UNGC Violators, in which Pemex is listed.

The second long-running problem had been the continued refusal of Newton Asset Management to enter into discussion about the Trustee's concerns on voting issues, a refusal that they continued in this reporting year.  

The Trustee was very concerned at the weakening of Newton's voting policy in several areas, including climate change and trade union recognition/human capital management, and the exclusion of the 2024 governance principles on diversity from their 2025 policy.  The Trustee could find no mention in Newton's 2025 voting season report of trade unions, labour, equality, women, race or ethnic minorities, or pensions. 

The Trustee hopes that disinvestment from this fund and move to the M&G Sustainable Total Credit Fund will result in a better discussion and more influence in future over the stewardship of these assets. 

This year's SIP implementation statement indicates again why it is so important that fund managers honour their clients' voting policies, or if they will not do so, that pension funds use their own voting policies to try to hold them to account. This report again shows that because the fund managers are not following the Trustee's voting policy they had been voting in contradictory ways, with one voting for a resolution and another voting against, for example L&G voting against the election of six of the 10 directors at Alphabet while Newton supported them all.  

The Trustee's consistent engagement with fund managers over our priority issues over several years has led to welcome progress on the fund managers aligning more closely with the Trustee's policy,  particularly on diversity, The Trustee reported previously that it had adopted its stewardship engagement priorities across the three pension schemes that it governs all of which have a common scheme sponsor, and following its engagement with four equity fund managers on the issue of ethnic minorities on boards all had included ethnic minorities on boards as a voting policy with some voting against the chair of the nomination committee at companies failing on this policy issue. This meant that shareholder votes of more than £2.5-trillion could now be used to vote against companies that are failing to meet their Parker Review targets. 

The rolling back of fund managers' commitments particularly on environmental and social issues, no doubt as a reaction to political developments in the United States,  demonstrates why pension trustees should have greater power to have their policies followed by their asset managers including in pooled funds. 

However, the engagement with the Trustee's asset managers responsible for fixed income and property has again produced useful information and served to hold them to account.

The Trustee concludes that this active engagement with, and holding to account of, our fund managers has continued to prove to be of value even in these challenging times. 
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