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Introduction: 

This statement sets out how, and the extent to which, the Engagement Policy in the Statement of 
Investment Principles (‘SIP’) produced by the Trustees has been followed during the year to 5 April 
2022 (the “Scheme Year”).  This statement has been produced in accordance with The Pension 
Protection Fund (Pensionable Service) and Occupational Pension Schemes (Investment and 
Disclosure) (Amendment and Modification) Regulations 2018, and subsequent amendments, and the 
guidance published by the Pensions Regulator. 

Changes to the investment arrangements during the Scheme Year: 

At the 29 March 2021 Trustee meeting, the Trustees received a presentation from LyondellBasell 
regarding the appointment of a single investment manager for its three UK defined benefit pension 
schemes. LyondellBasell had identified Legal and General (“LGIM”) as its preferred provider due to 
its market leading presence in the UK, strong performance record, commitment to ESG and effective 
stewardship, and its ability to seamlessly support the Trustees if the Scheme needed to purchase 
annuities or similar insurance products. 

The Trustees agreed they were supportive of the proposal in principle, subject to a review of the 
Scheme’s investment strategy and formal advice on the suitability of the proposal for the Scheme 
from their advisers. The Trustees reviewed the Scheme’s investment strategy on 10 May 2021, and 
agreed both the proposed strategy and the appointment of LGIM to manage the Scheme’s assets. 
Implementation was completed in late August 2021. 

The SIP was updated in August 2021 to reflect the revised investment strategy and the appointment 
of LGIM. This statement is based on the relevant versions of the SIP that were in place during the 
Scheme year, which were the SIP dated 11 May 2020 and the SIP dated August 2021.  

This statement is based on the investment portfolio managed by LGIM during the period from 
LGIM’s inception in August 2021 until 5 April 2022. The Scheme’s previous investment manager, 
Charles Stanley & Co. Limited (“Charles Stanley”), produced a statement on behalf of the Trustees 
covering the period October 2020 to September 2021, which covers the relevant part of the Scheme 
Year prior to the transfer of the Scheme’s assets to LGIM.  

 

 

 

Investment Objectives of the Scheme: 



The Trustees believe it is important to consider the policies in place in the context of the investment 
objectives they have set.  The objectives of the Scheme included in the SIPs in place during the 
Scheme Year are as follows: 

The primary objective of the Scheme is to provide pension and lump sum benefits for members on 
their retirement and/or benefits on death, before or after retirement, for their dependants, on a 
defined benefits basis.  

The Trustees' overriding funding principles for the Scheme are as follows - to set the employer 
contribution at a level which is sufficient: 

• To build up assets to take account of future increases to current benefits (accrued and 
when in payment) in accordance with the Scheme Rules; 

• To recover any shortfall in assets relative to the value placed on accrued liabilities over the 
longer term; and; 

• To ensure that there are always sufficient assets of the Scheme (at their realisable value) to 
meet 100% of benefits as they fall due for payment to members. 

Policy on ESG, Stewardship and Climate Change 

The Trustees keep their policies under regular review with the SIP subject to review at least 
triennially. The Scheme’s SIP includes the Trustees’ policy on Responsible Investment and 
Corporate Governance, which includes Environmental, Social and Governance (“ESG”) factors as 
well as stewardship.  This policy sets out the Trustees’ beliefs on ESG and climate change and the 
processes followed by the Trustees in relation to voting rights and stewardship. This was reviewed 
during the Scheme Year in August 2021. 

The following work was undertaken during the year relating to the Trustees’ policy on ESG factors, 
stewardship and climate change, and sets out how the Trustees’ engagement and voting policies 
were followed and implemented during the year. 

Engagement 

The Scheme’s investment performance reports were received by the Trustees on a quarterly basis 
during the year under review and considered in more detail at the Trustees meetings on 11 
October 2021 and 4 April 2022 – these included ratings (both general and ESG specific) from the 
investment consultant. All of the pooled funds remained highly rated during the year where 
relevant (the Trustees acknowledge that the fixed income pooled funds do not have high ESG 
ratings assigned by the investment consultant due to the nature of the asset class).  

The Trustees noted some changes to the sustainability team at LGIM during the year. The Trustees 
were comfortable with the changes and the ratings applied to the funds, and continue to closely 
monitor these ratings and any significant developments at the investment manager.  

When implementing a new fund or manager, the Trustees consider the ESG rating of the 
fund/manager.  For example, ESG and stewardship capabilities were considered as part of the 
manager selection exercise undertaken early on in the Scheme Year. The Trustees noted LGIM’s 
commitment to ESG and effective stewardship. 

The Trustees also challenge the investment manager directly on ESG policies and practices.  The 
Trustees kept LGIM’s capabilities under review during the year and remained comforted it is a 
market leader in ESG matters and uses its scale to change corporate behaviours and drive change.  



LGIM confirmed that it is a signatory to the UK Stewardship Code 2020, following the submission 
and approval of the required reporting to the Financial Reporting Council.  

The Trustees’ investment consultant had requested, on behalf of the Trustees, details of relevant 
engagement activity for the period from LGIM. LGIM engaged with companies on a wide range of 
different issues including ESG matters such as climate change, social and financial inclusion, and 
board structure. LGIM provided the following examples: 

Environmental  

LGIM engaged with BP’s senior executives on six occasions in 2021 as they developed their climate 
transition strategy to ensure alignment with Paris goals. Following the constructive engagements 
with the Company, LGIM are pleased to learn about the recent strengthening of BP’s climate 
targets, announced in a press release on 8 February 2022, together with the commitment to 
become a net-zero company by 2050 – an ambition LGIM expect to be shared across the oil and 
gas sector as we aim to progress towards a low-carbon economy.  

Social 

Global credit bureau Experian has an important role to play as a responsible business for the 
delivery of greater social and financial inclusion. LGIM have engaged with the company on several 
occasions in 2021 and are pleased to see improvements made to its ESG strategy, encompassing 
new targets, greater reporting disclosure around societal and community investment, and an 
increasing allocation of capital aligned to transforming financial livelihoods. The latter includes the 
roll-out of Experian Boost, where positive data allows the consumer to improve their credit score, 
and Experian Go, which is hoped to enable access for more people. The company also launched 
the United for Financial Health project as part of its social innovation fund to help educate and 
drive action for those most vulnerable. 

Governance 

LGIM has a longstanding policy advocating for the separation of the roles of CEO and board chair. 
According to LGIM, these two roles are substantially different, requiring distinct skills and 
experiences.  

Microsoft had recently re-combined its chair and CEO roles, having separated them for several 
years. Engagement with the company has been fruitful over the years, and LGIM conveyed their 
disappointment at this governance change. Given the company did not engage in prior 
shareholder consultation regarding this appointment, LGIM also voted against the lead 
independent director and nomination committee chair.  

In 2021, LGIM voted against 390 director elections globally, based on their concerns on the 
combination of the roles of chair and CEO. In the US alone, LGIM voted against some 240 directors 
for holding a combined role of chair/CEO, and supported 34 shareholder proposals to appoint an 
independent board chair. 

While progress may have slowed in recent years, LGIM anticipate the demands of the COVID-19 
pandemic and shifting societal expectations of companies will result in more boards separating the 
two roles in the natural course of transitions. LGIM will continue to push for a split in the roles at 
the top of the board. 

Voting Activity 



The Trustees have delegated their voting rights to the Scheme’s investment manager. Where 
applicable, the investment manager is expected to provide voting summary reporting on a regular 
basis, at least annually. The Trustees do no use the direct services of a proxy voter. The Trustees 
have not actively challenged LGIM on its voting activity. 

The Trustees had equity exposure through the following LGIM funds during the relevant period; 

• UK Equity Index Fund 
• North American Equity Index Fund 
• Europe (ex-UK) Equity Index Fund 
• Japan Equity Index Fund 
• Asia Pacific (ex-Japan) Developed Equity Index Fund 

The table below highlights key metrics as to how LGIM has exercised the voting rights and/or 
engagement activity on behalf of the Trustees covering the period 1 April 2021 to 31 March 2022 
(LGIM are unable to provide part year data). LGIM have confirmed that they take into account the 
criteria provided by the Pensions & Lifetime Savings Association (PLSA) guidance when 
determining significant votes, which includes, but is not limited to, high profile votes with high 
client and/or public scrutiny, significant interest from clients for a particular vote, and sanction 
votes as a result of a direct or collaborative engagement. 

Fund Votable 
meetings 

Total 
votable 

proposals 

No. of proposals 
voted on behalf 

of investors 

Participation 
rate 

% votes against 
management 

UK Equity Index 772 10,813 10,811 99.98% 6.9% 
North America Equity Index 663 8,181 8,160 99.74% 29.5% 
Europe (ex-UK) Equity Index 549 9,447 9,428 99.80% 17.1% 
Japan Equity Index 512 6,109 6,109 100.00% 13.3% 
Asia Pacific (ex-Japan) Developed 
Equity Index 

499 3,457 3,456 99.97% 26.4% 

 

 

 

 

Investment Manager Performance and Fees 

The investment performance reports were received by the Trustees on a quarterly basis during the 
year under review, and considered in more detail at the Trustees’ meetings on 11 October 2021 
and 4 April 2022. Over the 3 year period to 31 March 2022, the Scheme returned 4.3% p.a. (net of 
fees). 

Since the appointment of LGIM, the Trustees have reviewed the performance of both the overall 
investment strategy and each of the underlying funds against suitable benchmarks. The Trustees 
did not draw any concerns around the performance of the investment manager.  

The Trustees periodically review investment manager fee levels to ensure the Scheme achieves 
value for money. Over the Scheme Year, there were no changes to the remuneration 
arrangements with LGIM. However, investment management fees were a key criteria within the 



investment manager selection exercise undertaken during the Scheme Year, resulting in lower fees 
under the new arrangements for the Scheme going forward.  

 


