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Introduction 
On 6 June 2019, the Government published the Occupational Pension Schemes (Investment and Disclosure) 
(Amendment) Regulations 2019 (the "Regulations"). The Regulations require that the Trustees produce an annual 
implementation statement which outlines the following: 

• Explain how and the extent to which they have followed their engagement policy, which is outlined in the SIP. 

• Describe the voting behaviour by, or on behalf of the Trustees (including the most significant votes cast by 
Trustees or on their behalf) during the Scheme year and state any use of the services of a proxy voter during 
that year. 

This document sets out the details, as outlined above. The Engagement Policy Implementation Statement has 
been prepared by the Trustees and covers the Scheme year from 1 April 2020 to 31 March 2021. 

Scheme Stewardship Policy Summary 
The below bullet points summarise the Scheme Stewardship Policy in force over the majority of the reporting year. 

• The Trustees wish to ensure that their influence as a share owner is used to safeguard and raise standards of 
corporate governance and social and environmental management within its investee companies and believes 
that this will ultimately protect the financial interests of the Scheme and its beneficiaries. 

• As part of their delegated responsibilities, the Trustees expect the Scheme's investment managers to: 1) Where 
appropriate, engage with investee companies with the aim to protect and enhance the value of assets; and 2) 
exercise the Trustee's voting rights in relation to the Scheme's assets. 

• The Trustees expect the investment managers to provide details of their stewardship policies and activities and 

will engage where necessary for more information. 

The full SIP can be found here: http://www.pla.co.uk/assets/estuarysipseptember202Ofinal.pdf  

Scheme Stewardship Activity Over the Year 

Training 

At the September 2020 meeting, the Trustees received an update from their investment advisor on latest 
movements in markets and Scheme assets, including the performance and latest available Manager Research 
ratings of the Scheme's investment managers. The environmental, social and governance ("ESG") rating system is 
for buy rated investment strategies and is designed to assess whether investment managers integrate responsible 
investment and more specifically ESG considerations into their investment decision making process. The ESG 
ratings are based on a variety of qualitative factors. Aon's researchers also conduct a review of the managers' 
responsible investment related policies and procedures, including a review of their responsible investment policy, 
active ownership, proxy voting and/or stewardship policies. After a thorough review of the available materials, data 
and policies, as well as conversation with the fund manager, the lead researcher will award an ESG rating (on a 

scale of 1-4), which is subject to peer review using an agreed reference framework. 



Updating the Stewardship Policy 

The Trustees complied with the regulatory requirements to expand the SIP for several policies, such as costs 
transparency and incentivising managers. The Trustees also reviewed and expanded the stewardship policy in 
September 2020. The updated wording in the SIP illustrates how the Trustees recognise the importance of its role 
as a steward of capital, as well as indicating how the Trustees would review the suitability of the Scheme's 
investment managers and other considerations relating to voting and methods to achieve their Stewardship policy. 

Ongoing Monitoring 

The Trustees expect the Scheme's investment managers to take into account corporate governance, social, and 
environmental considerations (including long-term risks posed by sustainability concerns including, but not limited 
to, climate change risks) in the selection, retention and realisation of investments. The Trustees expect the 
managers to exercise their voting rights wherever possible and to promote positive change in the funds and 
companies in which they invest on the Scheme's behalf. 

The Trustees receive regular investment updates from their investment consultant, including on matters relating to 
responsible investment. The Trustees' ongoing monitoring takes different forms, including ad-hoc market updates and 
annual investment risk disclosures. 

Voting and Engagement Activity — Equity and Multi-Asset Funds 

The Scheme invests in the following funds: 

Manager 	 Fund Name 

Legal & General Investment Management ("LGIM") 

Newton Investment Management Limited (Newton") 

All World Equity Index Fund 

Real Return Fund 

  

All managers use the services of respective proxy voting organisations for various services that may include 
research, vote recommendations, administration, vote execution. 

Legal & General Investment Management ("LGIM") 

LGIM make use of the Institutional Shareholder Services ("ISS")'s proxy voting platform to electronically vote and 
augment their own research and proprietary tools to assess ESG considerations, but do not outsource any part of 
the strategic decisions. They have put in place a custom voting policy with specific instructions that apply to all 
markets globally, which seeks to uphold what they consider to be the minimum best practice standards all 
companies should observe. LGIM retain the ability to override any voting decisions based on the voting policy if 
appropriate, for example, if engagements with the company have provided additional information. 

All World Equity Index Fund over year to 31 March 2021 

Number of resolutions eligible to vote 70,672 

% of resolutions voted on for which the fund was eligible 99.9% 

Of the resolutions on which the fund voted, % that were voted against management 16.0% 

Of the resolutions on which the fund voted, % that were abstained from? 0.8% 

Voting Example  

At an extraordinary general meeting ("EGM") on 18 September 2020, LGIM voting against the resolution to amend 
the directors' remuneration policy proposed by Pearson. This resolution sought shareholder approval to grant a co-
investment share award, an unusual step for a UK company; if this resolution was not passed the proposed new 
Chief Executive Officer ("CEO") would not take up the role. Many shareholders were keen for the company to 
appoint a new CEO but were not happy with the plan being proposed. Shareholders were not able to vote 
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separately on the two distinct items and felt forced to accept a less-than-ideal remuneration structure for the new 
CEO. 

LGIM spoke with the Chair of the Board earlier in 2020 on the Board's succession plans and progress for the new 
CEO. LGIM discussed the shortcomings of the company's remuneration policy. LGIM also spoke with the Chair 
directly before the EGM and relayed their concerns that the performance conditions were weak and should be re-
visited to strengthen the financial underpinning of the new CEO's award. LGIM also asked that the post-exit 
shareholding requirements were reviewed to be brought into line with LGIM's expectations for UK companies. In 
the absence of any changes, LGIM took the decision to vote against the amendment to the remuneration policy 

The outcome of the vote was that 33% of shareholders voted against the co-investment plan and therefore, by 
default, the appointment of the new CEO. Such significant dissent clearly demonstrates the scale of investor 
concern with the company's approach. It is important that the company has a new CEO, a crucial step in the 
journey to recover value; but key governance questions remain which will now need to be addressed through 
continuous engagement. 

The vote was deemed significant on the basis that Pearson has had strategy difficulties in recent years and is a 
large and well-known UK company. Given the unusual approach taken by the company and LGIM's outstanding 
concerns, this vote was deemed to be significant. 

Engagement  

LGIM has a six-step approach to its investment stewardship engagement activities, broadly these are: 

1. Identify the most material ESG issues 

2. Formulate the engagement strategy 

3. Enhancing the power of engagement 

4. Public Policy and collaborative engagement 

5. Voting 

6. Reporting to stakeholders on activity 

More information can be found on LGIM's engagement policy here: https://www.Igim.com/landg-
assets/Igim/_document-library/capabilities/Igim-engagement-policy.pdf  

Engaqement Example  

An example of LGIM's engagement at the firm level was with Proctor and Gamble ("P&G") which was held by the 
fund. P&G uses both forest pulp and palm oil as raw materials within its household goods products. A key issue 
identified was that the company has only obtained certification from the Roundtable on Sustainable Palm Oil for 
one third of its palm oil supply, despite setting a goal for 100% certification by 2020. Furthermore, two of their 
suppliers of palm oil were linked to illegal deforestation. 

Following a resolution proposed by another stakeholder, Green Century Capital Management, that P&G should 
report on their effort to eliminate deforestation in their supply chain, LGIM engaged with P&G, Green Century and 
with the Natural Resource Defence Counsel to fully understand the issues and concerns. 

From this engagement, LGIM decided to support the resolution as, although P&G introduced a number of 
measures to ensure their business does not contribute to deforestation, LGIM felt P&G was not doing as much as it 
could. LGIM has asked P&G to respond to the Carbon Disclosure Project Forests Disclosure and continue to 
engage on the topic and push other companies to ensure more of their pulp and wood is from Forest Stewardship 
Council certified sources. 

More detail on this stewardship example can be found here: https://www.Igim.com/landg-assets/Igim/_document-
library/capabilities/cg-quarterly-report.pdf  
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Newton Investment Management Limited ("Newton") 

Votinq  

Newton employ a variety of research providers that aid them in the vote decision-making process. They use ISS for 
the purpose of administering proxy voting (notification and lodgement of votes), as well as its research reports on 
individual company meetings. Only in the event where we recognise a potential material conflict of interest do they 
follow the voting recommendations of ISS. 

Newton's voting decisions are approved by either the deputy chief investment officer or a senior investment team 
member. Newton make all voting decisions other than in the event of a material potential conflict of interest, which 
is the only circumstance in which Newton may register an abstention. 

Newton's head of Responsible Investment is responsible for the decision-making process when reviewing meeting 
resolutions for contentious issues. In place of a uniform proxy voting policy, Newton prefer to take into account a 
number of considerations: a company's individual circumstances, their investment rationale, engagement activities, 
guidelines and best practices. 

Real Return Fund over year to 31 March 2021 

Number of resolutions eligible to vote 1307 

% of resolutions voted on for which the fund was eligible 99.2% 

Of the resolutions on which the fund voted, % that were voted against management 14.6% 

Of the resolutions on which the fund voted, % that were abstained from? 0% 

Voting Example  

In August of 2020, Newton voted against management of LEG Immobilien AG. The vote was against the proposed 
pay arrangements due to their lack of alignment with performance. The executive long-term compensation scheme 
was entirely cash-based, and although this was indicated to be performance-linked, no disclosures were provided 
on performance targets. The outcome of the vote came to 22.2% against approval of the proposed policy. Newton 
believe that it is likely that the company will seek to address concerns in an effort to avoid similarly high opposition. 

Newton categorise a significant vote as those where over 20% of votes were in opposition to the resolution. 

Engagement Policy  

Newton consider engaging for information and change to be equally legitimate activities. 

When considering a company for investment, Newton will undertake an ESG quality review, this is done alongside 
detailed research undertaken by their global sector analysts. The ESG quality review considers current ESG 
scores, and forecast ESG scores and Newton engage with companies prior to determining these scores and 
suitability for inclusion in their investment strategies. 

■ Current ESG scores represent the company's present exposure and management of ESG risks and 
opportunities. 

■ Forecast ESG scores represent a potential score in three to five years' time and gives an indication of ESG 
momentum. This takes into consideration historical ESG performance, the ambition of new strategies, Newton's 
engagement plans, the likelihood of management execution, and the changing environment the company will 
operate in. 

The ESG scores assist the investment teams with an overview of material ESG risks and opportunities facing 
potential investment companies. 

Newton have found it more effective to raise areas identified for engagement following the initial investment. These 
are a key feature within their priority matrix. Newton also prioritise companies based on their securities which an 
analyst will assess according to the materiality of issues to be raised and likelihood of success. Newton prioritise 



engagement based on areas that are a current focus for them e.g. climate change, cobalt mining. Reactive 
engagement is often at the company's request and includes subjects such as executive pay, guidance on reporting 
and ESG factors. 

Enqaqement Example  

An example of engagement took place in 2020 with Alcon involving corporate reporting. Following the company's 
demerger Newton sought more detailed reporting in relation to ESG policies, priorities, practices, targets and 
performance and also better alignment of executive pay arrangements with the long-term interests of shareholders. 

The engagement was led by Newton's head of Responsible Investment. Newton held an engagement meeting with 
a variety of individuals from the company that represented legal, general counsel, company secretary, investor 
relations and human resources. 

The engagement achieved Newton's first two objectives of raising the issues and setting-out expectations. In 
relation to the third objective, being the company to enact changes, Newton consider this to be partially achieved 
given the enhancements that the company has made to its reporting of ESG matters; which Newton expect to be 
developed further during 2021. 

Newton have no plans to escalate the engagement further given outcomes of initial discussions, though expect to 
continue engaging with company should they retain an invested interest. 

Voting and Engagement Activity — Fixed Income 
The Scheme also invest in a Fixed Income fund managed by PIMCO. While Equity managers may have more direct 
influence on the companies they invest in, Fixed Income managers are also increasingly influential in their ability to 
encourage positive change. 

The following example demonstrates the engagement activity being carried out on behalf of the Scheme over the 
year. 

PIMCO — Diversified Income Fund 

At the firm level, PIMCO incorporates material ESG factors into the investment research process to better assess 
issuer risks. In ESG dedicated portfolios, PIMCO implement an additional ESG scoring system which considers 
how an issuer fairs against its peers regarding ESG momentum and chooses to invest in the issuers who score well 
in this ("ESG issuers"). 

PIMCO state that for non-ESG dedicated portfolios, like the PIMCO Diversified Income fund the Scheme is 
invested in, there is no explicit objective to actively engage with ESG issuers on sustainability practices. However, 
the fund might benefit from the intensive engagement work pursued in the ESG dedicated portfolios, given that 
issuers may be held in both strategies. 

An example of a firm level engagement was by PIMCO's engagement specialist and credit team, who met with the 
Chief Financial Officer and Treasurer of Aercap to learn more about the company's ESG performance, given the 
company did not publish a sustainability report. The company have now agreed to move towards sustainability 
reporting which PIMCO will monitor. 

LGIM Active Corporate Bonds 

LGIM's engagement polices were previously stated in an earlier section in this statement. 

In Summary 
Based on the activity over the year by the Trustees and their service providers, the Trustees are of the opinion that 
the stewardship policy has been implemented effectively in practice. The Trustees note that most of their applicable 
investment managers were able to disclose evidence of voting and engagement activity. 



The Trustees expect improvements in disclosures over time in line with the increasing expectations on investment 
managers and their significant influence to generate positive outcomes for the Scheme through considered voting 
and engagement. 
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Aon plc (NYSE:AON) is a leading global professional services firm providing a broad range of risk, 
retirement and health solutions. Our 50,000 colleagues in 120 countries empower results for clients by 
using proprietary data and analytics to deliver insights that reduce volatility and improve performance. 

Copyright © 2021 Aon Solutions UK Limited. All rights reserved. aon.com. Aon Solutions UK Limited is authorised 
and regulated by the Financial Conduct Authority. Registered in England & Wales No. 4396810. Registered office: 
The Aon Centre I The Leadenhali Building 1 122 Leadenhall Street I London I EC3V 4AN. This document and any 
enclosures or attachments are prepared on the understanding that they are solely for the benefit of the addressee(s). 
Unless we provide express prior written consent no part of this document should be reproduced, distributed or 
communicated to anyone else and, in providing this document, we do not accept or assume any responsibility for any 
other purpose or to anyone other than the addressee(s) of this document. In this context, "we" includes any Aon 
Scheme Actuary appointed by you. To protect the confidential and proprietary Information included in this document, 
it may not be disclosed or provided to any third parties without the prior written consent of Aon Solutions UK Limited. 

Disclaimer 

This document and any enclosures or attachments are prepared on the understanding that it is solely for the benefit 
of the addressee(s). Unless we provide express prior written consent, no part of this document should be 
reproduced, distributed or communicated to anyone else and, in providing this document, we do not accept or 
assume any responsibility for any other purpose or to anyone other than the addressee(s) of this document. 
Notwithstanding the level of skill and care used in conducting due diligence into any organisation that is the subject of 
a rating in this document, it is not always possible to detect the negligence, fraud, or other misconduct of the 
organisation being assessed or any weaknesses in that organisation's systems and controls or operations. 

This document and any due diligence conducted is based upon information available to us at the date of this 
document and takes no account of subsequent developments. In preparing this document we may have relied upon 
data supplied to us by third parties (including those that are the subject of due diligence) and therefore no warranty or 
guarantee of accuracy or completeness is provided. We cannot be held accountable for any error, omission or 
misrepresentation of any data provided to us by third parties (including those that are the subject of due diligence). 
This document is not intended by us to form a basis of any decision by any third party to do or omit to do anything. 

Any opinions or assumptions in this document have been derived by us through a blend of economic theory, 
historical analysis and/or other sources. Any opinion or assumption may contain elements of subjective judgement 
and are not intended to imply, nor should be interpreted as conveying, any form of guarantee or assurance by us of 
any future performance. Views are derived from our research process and it should be noted in particular that we can 
not research legal, regulatory, administrative or accounting procedures and accordingly make no warranty and 
accept no responsibility for consequences arising from relying on this document in this regard. Calculations may be 
derived from our proprietary models in use at that time. Models may be based on historical analysis of data and other 
methodologies and we may have incorporated their subjective judgement to complement such data as is available. It 
should be noted that models may change over time and they should not be relied upon to capture future uncertainty 
or events. 

Aon Solutions UK Limited's Delegated Consulting Services (DCS) in the UK are managed by Aon Investments 
Limited, a wholly owned subsidiary, which is authorised and regulated by the Financial Conduct Authority. 
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