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Background 

The Department for Work and Pensions (DWP) is increasing regulation to improve 
disclosure of financially material risks. This regulatory change recognises 
Environmental, Social and Governance (ESG) factors as financially material and 
schemes need to consider how these factors are managed as part of their fiduciary 
duty. The regulatory changes require that schemes detail their policies in their 
Statement of Investment Principles (SIP) and demonstrate adherence to these 
policies in an implementation report. 

Statement of Investment Principles (SIP)  

The Scheme has previously updated its SIP in response to the DWP regulation to 
cover: 

• policies for managing financially material considerations including ESG factors 
and climate change 

• policies on the stewardship of the investments 

The SIP can be found online at the web address here:  

https://www.saur-uk.com/about/ecovert-pension-scheme/.  

There were no changes to the SIP over the reporting year to 5 April 2022. 

Implementation Report 

This Implementation Report is to provide evidence that the Scheme continues to 
follow and act on the principles outlined in the SIP. This report details: 

• actions the Trustee has taken to manage financially material risks and implement 
the key policies in its SIP. 

• the current policy and approach with regards to ESG and the actions taken with 
managers on managing ESG risks. 

• the extent to which the Trustee has followed policies on engagement, covering 
engagement actions with its fund managers and in turn the engagement activity 
of the fund managers with the companies they invest. 

• voting behaviour covering the reporting year up to 31 March 2022 for and on 
behalf of the Scheme including the most significant votes cast by the Scheme or 
on its behalf. 

 

 

 

 

 

Background and 
Implementation 
Statement 
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Summary of key actions undertaken over the Scheme reporting year 

No key actions were undertaken over the Scheme’s reporting year. 

Implementation Statement 

This report demonstrates that the Ecovert Pension Scheme has adhered to its 
investment principles and its policies for managing financially material 
considerations including ESG factors and climate change. 

 

Signed  

Position 

Date 
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Risk / Policy  Definition Policy Actions  

Interest rates 
and inflation 

The risk of mismatch 
between the value of the DB 
Scheme assets and present 
value of liabilities from 
changes in interest rates and 
inflation expectations. 

To invest 100% of the 

Scheme’s assets in UK Gilts.  

There have been no 
changes to the policy over 
the reporting year. 

Liquidity Difficulties in raising 
sufficient cash when 
required without adversely 
impacting the fair market 
value of the investment.  

  

To maintain a sufficient 
allocation to liquid assets so 
that there is a prudent buffer 
to pay members’ benefits as 
they fall due (including 
transfer values). 

There have been no 
changes to the policy over 
the reporting year. 

Market Experiencing losses due to 
factors that affect the overall 
performance of the financial 
markets. 

To safeguard against any 
unrewarded risks, where 
practicable.  

There have been no 
changes to the policy over 
the reporting year. 

Credit Default on payments due as 
part of a financial security 
contract. 

  

To appoint investment 
managers who actively 
manage this risk by seeking 
to invest only in debt 
securities where the yield 
available sufficiently 
compensates the Scheme 
for the risk of default. 

There have been no 
changes to the policy over 
the reporting year. 

Environmental, 
Social and 
Governance 

Exposure to Environmental, 
Social and Governance 
factors, including but not 
limited to climate change, 
which can impact the 
performance of the 
Scheme’s investments. 

To appoint managers who 
satisfy the following criteria, 
unless there is a good 
reason why the manager 
does not satisfy each criteria: 

1. Managers with a 
clear and well 
documented 
responsible 
Investment (‘RI’) 
Policy / Framework 

2. Implemented via 
Investment Process 

3. A track record of 
using engagement 
and any voting 

More details on the ESG 
policy and how it was 
implemented are presented 
later in this report. 

Managing risks and policy 
actions - DB Section 
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rights to manage 
ESG factors 

4. ESG specific 
reporting 

5. UN PRI Signatory 

The Trustee monitors the 
managers on an ongoing 
basis. 

Currency The potential for adverse 
currency movements to have 
an impact on the Scheme’s 
investments. 

Hedge all currency risk on all 
assets that deliver a return 
through contractual income.  

There have been no 
changes to the policy over 
the reporting year. 

Non-financial Any factor that is not 
expected to have a financial 
impact on the Scheme’s 
investments. 

Non-financial matters are 
not considered in the 
selection, retention, or 
realisation of investments. 

There have been no 
changes to the policy over 
the reporting year. 
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Risk / Policy  Definition Policy Actions  

Interest rates The potential for adverse 
interest rate movements to 
have an impact on the 
Scheme’s bond investments. 

The Scheme’s default 

invests in a diverse range of 

assets to mitigate this risk. 

There have been no 
changes to the policy over 
the reporting year. 

Inflation The potential that the 
Scheme’s investments will 
not keep pace with inflation. 

The Scheme’s default 
strategy is expected to 
outperform inflation. 

There have been no 
changes to the policy over 
the reporting year. 

Liquidity Difficulties in raising 
sufficient cash when 
required without adversely 
impacting the fair market 
value of the investment.  

The default invests in daily 
traded pooled funds which 
hold highly liquid assets. 

There have been no 
changes to the policy over 
the reporting year. 

Market Experiencing losses due to 
factors that affect the overall 
performance of the financial 
markets. 

To safeguard against any 
unrewarded risks, where 
practicable.  

There have been no 
changes to the policy over 
the reporting year. 

Credit Default on payments due as 
part of a financial security 
contract. 

  

To appoint investment 
managers who actively 
manage the risk by seeking 
to invest only in debt 
securities where the yield 
available sufficiently 
compensates the Scheme 
for the risk of default. 

There have been no 
changes to the policy over 
the reporting year. 

Environmental, 
Social and 
Governance 

Exposure to Environmental, 
Social and Governance 
factors, including but not 
limited to climate change, 
which can impact the 
performance of the 
Scheme’s investments. 

To appoint managers who 
satisfy the following criteria, 
unless there is a good 
reason why the manager 
does not satisfy each criteria: 

1. Managers with a 
clear and well 
documented 
responsible 
Investment (‘RI’) 
Policy / Framework 

More details on the ESG 
policy and how it was 
implemented are presented 
later in this report. 

Managing risks and policy 
actions - DC Section  
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2. Implemented via 
Investment Process 

3. A track record of 
using engagement 
and any voting 
rights to manage 
ESG factors 

4. ESG specific 
reporting 

5. UN PRI Signatory 

The Trustee monitors the 
managers on an ongoing 
basis. 

Currency The potential for adverse 
currency movements to have 
an impact on the Scheme’s 
investments. 

Hedge all currency risk on all 
assets that deliver a return 
through contractual income.  

There have been no 
changes to the policy over 
the reporting year. 

Non-financial Any factor that is not 
expected to have a financial 
impact on the Scheme’s 
investments. 

Non-financial matters are 
not considered in the 
selection, retention, or 
realisation of investments. 

There have been no 
changes to the policy over 
the reporting year. 

 

 

 

 

 

 

 

 



 

© Isio Group Limited/Isio Services Limited 2022. All rights reserved Document classification: Public  |  8 
 

There were no changes to the SIP over the Scheme year to 5 April 2022. 

 

 

  

Changes to the SIP 
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ESG as a financially material risk 

The SIP describes the Scheme’s policy regarding ESG as a financially material risk. 
This page details how the Scheme’s ESG policy is implemented, while the following 
page outlines Isio’s assessment criteria as well as the ESG beliefs used in evaluating 
the Scheme’s managers’ ESG policies and procedures. The rest of this statement 
details our view of the managers, our actions for engagement and an evaluation of 
the stewardship activity. 

The below table outlines the areas which the Scheme’s investment managers are 
assessed on when evaluating their ESG policies and engagements. The Trustee 
intend to review the Scheme’s ESG policies and engagements periodically to 
ensure they remain fit for purpose. 

Implementing the current ESG policy  

 

Areas for engagement Method for monitoring and 
engagement 

Circumstances for 
additional monitoring and 
engagement 

Environmental, Social, 
Corporate Governance factors 
and the exercising of rights 
and engagement activity 

• Through the manager 
selection process, ESG 
considerations will form 
part of the evaluation 
criteria. 

• The Scheme’s investment 
advisor, Isio, will monitor 
managers’ ESG policies on 
an ongoing basis. 

• The manager has not 
acted in accordance with 
their policies and 
frameworks. 

 

 

 

 

 

 

 

 

 

 

 

 

Implementing the current 
ESG policy and approach  
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Areas of assessment and ESG beliefs 

Risk 
Management 

1. ESG factors are important for risk management and can be financially material. 
Managing these risks forms part of the fiduciary duty of the Trustee. 

2. The Trustee believes that ESG integration leads to better risk adjusted 
outcomes and want a positive ESG tilt to the investment strategy. 

Approach / 
Framework 

3. The Trustee wants to understand how asset managers integrate ESG within 
their investment process and in their stewardship activities. 

4. The Trustee believes that sectors aiming for positive social and environmental 
impacts may outperform as countries transition to more sustainable economies. 
Where possible the investment strategy will allocate to these sectors. 

5. The Trustee will consider the ESG values and priority areas of the stakeholders 
and sponsor and use these to set ESG targets. 

Voting & 
Engagement 

6. ESG factors are relevant to all asset classes and, whether equity or debt 
investments, managers have a responsibility to engage with companies on ESG 
factors. 

7. The Trustee believes that engaging with managers is more effective to initiate 
change than divesting and so will seek to communicate key ESG actions to the 
managers in the first instance. 

8. The Trustee wants to understand the impact of voting & engagement activity 
within their investment mandates. 

Reporting & 
Monitoring 

9. ESG factors are dynamic and continually evolving, therefore the Trustee will 
receive training as required to develop their knowledge. 

10. The Trustee will seek to monitor key ESG metrics within their investment 
portfolio to understand the impact of their investments. 

Collaboration 11. Asset managers should sign up and comply with common codes and practices 
such as the UNPRI & Stewardship code. If they do not sign up, they should have 
a valid reason why. 
 

12. Asset managers should engage with other stakeholders and market 
participants to encourage best practice on various issues such as board 
structure, remuneration, sustainability, risk management and debtholder rights. 
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As the Scheme invests via L&G, we requested a summary of engagements by 
category for the 12-month period to 5 April 2022 from L&G. 

L&G were only able to provide engagement data for a limited number of funds 
covering the 12 months to 31 March 2022, therefore the below data is for the period 
31 March 2021 to 31 March 2022. 

 

DB Section 

Fund name Engagement summary Commentary 

L&G Over 5 Year 
Index-Linked Gilt 
Fund 

No data available. L&G are currently unable to produce engagement 
data for property, government bonds and cash funds. 
We are working with them to ensure that this data is 
available in future. 

L&G All Stocks 
Gilt Index Fund 

No data available. 
 

See previous commentary. 

 

DC Section 

Fund name Engagement summary Commentary 

L&G Retirement 
Income Multi-
Asset Fund 

Total engagements: 640 
 
Environmental: 316 
 
Social: 206 
 
Governance: 309 
 
 

L&G’s investment and stewardship team’s work 
together to incorporate ESG issues in decision 
process, from research and engagement to product 
development. L&G aim to engage directly with 
individual companies with the L&G Stewardship 
team also engaging with other asset owners on a 
wide range of ESG-related themes.  

L&G provide an annual Active Ownership Report 
setting out the firm’s approach to stewardship and 
activities during the year. Further to this and on a 
quarterly basis, L&G disclose case studies of voting 
and engagement activities undertaken and/or 
concluded. 

Engagement  



 

© Isio Group Limited/Isio Services Limited 2022. All rights reserved Document classification: Public  |  12 
 

L&G Ethical 
Global Equity 
Index Fund 

Total engagements: 344 
 
Environmental: 161 
 
Social: 128 
 
Governance: 167 
 

See previous commentary. 

L&G Multi-Asset 
Fund 

Total engagements: 654 
 
Environmental: 317 
 
Social: 223 
 
Governance: 318 
 

See previous commentary. 

L&G Cash Fund No data available. L&G are currently unable to produce engagement 
data for property, government bonds and cash funds. 
We are working with them to ensure that this data is 
available in future. 
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As the Scheme invests via L&G, the manager has provided details of their voting 
actions including a summary of the activity covering the reporting year to 5 April 
2022. L&G also provided examples of any significant votes. 

L&G were only able to provide voting actions for the 12 months to 31 March 2022, 
therefore the below data is for the period 31 March 2021 to 31 March 2022. 

This section is required for equity and multi asset funds only and therefore no DB 
funds are included. 

 

DC Section 

Fund name Voting summary Examples of significant votes Commentary 

L&G Retirement 
Income Multi-
Asset Fund 

Meetings eligible to 
vote at: 10,487 
 
Resolutions eligible 
to vote on: 105,728  
 
Resolutions voted: 
99.8% 
 
Votes with 
management: 
80.0% 
 
Votes against 
management: 
19.3% 
 
Abstained from 
voting: 0.8% 
 

Mitsubishi UFJ Financial Group, Inc. 
– Amend Articles to Disclose Plan 
Outlining Company's Business 
Strategy to Align Investments with 
Goals of Paris Agreement. 

L&G voted for this resolution. 

A vote in favour of this shareholder 
proposal was warranted as L&G 
expects companies to be taking 
sufficient action on the key issue of 
climate change. While they 
positively note the company’s 
recent announcements around net-
zero targets and exclusion policies, 
L&G think that these commitments 
could be further strengthened, and 
they believe the shareholder 
proposal provides a good directional 
push. 

American Tower Corporation – 
Elect Director Pamela D.A. Reeve. 

L&G voted against this resolution. 

The company is deemed to not 
meet minimum standards with 
regards to climate risk management 
and disclosure. 

L&G’s Investment 
Stewardship team 
manage the voting and 
engagement across all 
funds, leveraging all 
possible capital to 
maximise effectiveness. 

L&G produce an annual 
Active Ownership report 
to summarise how they 
have worked towards 
creating sustainable value 
for clients. 

Voting (for equity/multi 
asset funds only) 
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L&G Ethical 
Global Equity 
Index Fund 

Meetings eligible to 
vote at: 1,122 
 
Resolutions eligible 
to vote on: 15,778  
 
Resolutions voted: 
99.9% 
 
Votes with 
management: 
83.2% 
 
Votes against 
management: 
16.5% 
 
Abstained from 
voting: 0.3% 

Apple Inc. – Report on Civil Rights 
Audit. 
 
L&G voted for this resolution. 
 
A vote in favour was applied as L&G 
supports proposals related to 
diversity and inclusion policies as 
they consider these issues to be a 
material risk to companies. 
 
Microsoft Corporation – Elect 
Director Satya Nadella. 
 
L&G voted against this resolution. 
 
L&G expects companies to separate 
the roles of Chair and CEO due to 
risk management and oversight. 

See previous commentary. 

L&G Multi-Asset 
Fund 

Meetings eligible to 
vote at: 8,843 
 
Resolutions eligible 
to vote on: 88,741 
 
Resolutions voted: 
99.8% 
 
Votes with 
management: 
78.7% 
 
Votes against 
management: 
20.5% 
 
Abstained from 
voting: 0.8% 

Recruit Holdings Co., Ltd. – Amend 
Articles to Allow Virtual Only 
Shareholder Meetings. 
 
L&G voted against this resolution. 
 
A vote against this proposal was 
warranted because whilst Japanese 
companies are able to hold virtual 
meetings using temporary 
regulatory relief (without amending 
articles) for two years, the passage 
of this proposal will authorise the 
company to hold virtual meetings 
permanently, without further need 
to consult shareholders, even after 
the current health crisis is resolved. 
The proposed language fails to 
specify situations under which 
virtual meetings will be held, raising 
concerns that meaningful exchange 
between the company and 
shareholders could be hindered, 
especially in controversial situations 
such as when shareholder proposals 
are submitted, a proxy fight is 
waged, or a corporate scandal 
occurs. 
 
NextEra Energy, Inc.– Elect Director 
James L. Robo. 

L&G voted against this resolution. 

L&G has a longstanding policy 
advocating for the separation of the 
roles of CEO and board chair. These 
two roles are substantially different, 
requiring distinct skills and 
experiences. 

See previous commentary. 
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www.isio.com 

Isio Service Ltd is authorised and regulated by the Financial 
Conduct Authority FRN 922376. 

Document classification: Public 

This report has been prepared for the sole benefit of the Trustee of the 
Ecovert Pension Scheme and based on their specific facts and 
circumstances and pursuant to the terms of Isio Group Limited’s services 
contract. It should not be relied upon by any other person. Any person who 
chooses to rely on this report does so at their own risk. To the fullest extent 
permitted by law, Isio Group Limited accepts no responsibility or liability to 
that party in connection with the Services. 


