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FOREWORD
The West Midlands Pension Fund (WMPF) is one of the largest funds within
the Local Government Pension Scheme in the UK. An open defined benefit
pension scheme, the Fund has assets under management in excess of £18
billion and invests for the long-term across a wide range of asset classes to
deliver returns to pay pensions to over 340,000 Fund members within the
West Midlands.
At WMPF we have shown leadership in development of Responsible
Investment (RI) and Stewardship practices – as a founding authority within the
Local Authority Pension Fund Forum (LAPFF) established in the early 1990s
and more recently through early adoption of reporting in line with the
recommendation of the Taskforce for Climate-related Financial Disclosure
(TCFD) since 2017. WMPF is a longstanding advocate of collaborative
engagement and aims to protect and enhance asset values over the long term
through increasing dialogue, transparency, and disclosure. We utilise scale to
influence, build partnerships and demonstrate value for money by integrating
consideration of environmental, social and governance (ESG) factors into our
investment beliefs, strategy, selection and ongoing stewardship practices..
Through our Responsible Investment Framework we support active
stewardship and engagement and seek positive change to protect and
enhance the Fund’s assets, ensuring they deliver the investment returns to
support the payment of members’ pension benefits.
We define the concept of stewardship in line with the Financial Reporting
Council (FRC), in that “Stewardship is the responsible allocation, management
and oversight of capital to create long-term value for clients and beneficiaries
leading to sustainable benefits for the economy, the environment and society”.
This Annual Stewardship Report provides an overview of our approach to
stewardship and our efforts to ensure that WMPF practices stewardship at the
highest level both in our own operations and throughout our investment chain.
It covers each of the 12 principles of the UK Stewardship Code 2020 in
chronological order under four main headlines: Purpose and Governance,
Investment Approach, Engagement and Exercising Voting Rights and
Responsibilities.
Through targeted engagement themes for 2020-2023, we are monitoring
progress against objectives set to ensure action on Climate Change, Sustainable

Food Systems, protection of Human Rights and Responsible Financial
Management. Through dedicated resource, effective partnerships, evolving
risk metrics, engagement and voting throughout our investment chain, WMPF
has developed a strong network of governance and risk management. Aligned
to our wider ambition and action as a responsible employer, we seek to act to
manage carbon emissions and enhance diversity and inclusion for the benefit
of our employees, participating employers, and the pension members
beneficiaries we serve.
WMPF acknowledges the pressing and increasing pace of action on climate
change; with the UN Climate Change Conference of the Parties (COP26
Summit) due to take place in Glasgow in November 2021, this is a critical year
for both corporate and policy makers in accelerating action towards the goals
of the Paris Agreement.
We play an ongoing role in climate change campaigning and through LAPFF,
pledge support for the ‘Say on Climate’ initiative, which encourages all listed
companies to submit a Climate Transition Action Plan to a shareholder vote at
their AGMs. We are actively involved in developing standards for “net zero
investors” through working groups of the Institutional Investors Group on
Climate Change (IIGCC), which aim to define the investment practices, policies
and corporate behaviours required to address climate change.
Through annual review and ongoing development our approach and policies
continues to evolve, as does the network we engage and tools we utilise to
communicate and advocate an increased pace of action by companies,
industries, governments, policy makers and society to build and maintain a
sustainable economy, environment and society.
We are proud of the outcomes and effective actions we have been able to bring
to our first Annual Stewardship Report and expect our approach to continue to
evolve as we continue to engage in collaboration with key partners to drive our
common ambition to build sustainable futures for all.

Rachel Brothwood
Director of Pensions
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INTRODUCTION
In line with our Responsible Investment Framework we adopt a three-pillar
approach to implementation, across selection, stewardship, and reporting
and disclosure. Supporting activities reflect investment beliefs set out in our
Investment Strategy Statement, including the beliefs that
• Investing responsibly is key to ensuring that the long-term value of
WMPF assets are protected and where possible, enhanced
• Engaging as a longterm asset owner reduces risk over time and has
been proven to positively impact investment return
• There is overwhelming evidence that climate change poses both risks
and opportunities for investments.
We adopt a policy of risk monitoring and engagement in order to positively
influence company behaviour and enhance shareholder value. Our
principles of evidence-based decision making and engagement for positive
change extend to our due diligence, appointment, and monitoring of fund
managers.
We believe that we can be more effective by acting collectively and in
partnership, targeting engagement themes and policy matters across
jurisdictions and asset classes, to promote change to deliver sustainable
long-term growth.
Underpinned by our Responsible Investment Framework, we successfully
launched a dedicated Framework and Strategy for Climate Change, in 2019 .
More of WMPF’s investments are now targeted towards those
organisations who are climate-aware, pursue green revenue and have
strength of governance to deliver sustainable businesses and investment
returns which support in meeting pension payments over the long term.
WMPF has already met its preliminary goal of allocating 10-15% of Fund
assets to low carbon and sustainable investments by 2023.

Annual Stewardship Report April 2021 • Introduction

3

WMPF is at the forefront of actions to finance a transition to a low carbon
economy. We recognise the risks associated with climate change and the
potential for these to impact on the long-term value of the Fund investments,
but also the opportunity for investment reward, in line with the Fund’s
fiduciary duty. We aim to invest in opportunities where positive
environmental and social outcomes are expected to correlate with positive
financial performance. In recent years WMPF has:
• Transitioned £2 billion of equity holdings to sustainable & low carbon
investment strategies
• Reduced its total equity carbon intensity by 1/3rd relative to the market
• Increased investment in clean technology by 8% in the last year
• Reduced its weight of exposure to fossil fuel reserves by over 20% in
the last year
Since April 2018, WMPF has extended and strengthened capacity and
resource to support implementation of its Responsible Investment
Framework, through the development of the LGPS investment pool
Company, LGPS Central Limited - our jointly owned FCA-regulated
investment management company.
LGPS Central has supported delivery of WMPF’s Responsible Investment
Strategy by developing a leading approach to RI, requiring all products to
meet and retain a standard for RI-integration and thereby supporting WMPF
in the execution of our own RI policies. RI integration features in the
investment process for all major asset classes and a suite of RI polices are in
place together with an appointed engagement provider to support regular
engagement, monitoring and reporting.
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• Over 70% of WMPF listed equities have been transferred to LGPS
Central pooled funds
• WMPF holds over half of the total assets in LGPS Central pooled equity
funds
• LGPS Central facilitate voting & engagement on the majority of WMPF
equity assets.
WMPF has worked with LGPS Central to develop a climate-aware multifactor equity mandate and following its launch, we have continued to
monitor and seek enhancements to the sub-fund climate credentials, in
partnership with the pool.
Building on analysis undertaken by WMPF in 2019, the LGPS Central pool
has developed a Climate Risk Analysis and Reporting Framework, now
utilised by all eight of the pool’s Partner Funds to monitor Climate Risk
exposure and portfolio resilience.Looking forward, stakeholders should
expect stewardship to acquire increasing prominence across our portfolios.
Along with maximising the financial performance of WMPF investments, we
see both obligation and opportunity in continuing to improve stewardship
activity and we will continue to publish our progress through routine
reporting.
We expect that our Annual Stewardship Report will both inevitably, and
desirably, evolve as ESG tools and data availability advance, and the
understanding of the complex issues, evident in practical and academic
research, improves.

Tom Davies
Assistant Director,
Investment Strategy

Rachael Lem
Responsible Investment
Officer
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OUR ENGAGEMENT THEMES
WMPF has selected four engagement themes for the period to 2023: climate
change; sustainable food systems; human rights; and responsible financial
management.

Climate Change

Human Rights

WMPF adopts an evidence-based approach to climate change and believes
there is overwhelming evidence to support that climate changes poses both
risks and opportunities to WMPF’s investments. It is WMPF’s view that the
scale of these impacts is such that a proactive and precautionary approach is
needed in order to address them. WMPF has a proactive programme of
climate change stewardship, primarily by leveraging its strategic partnerships
and through its support to the Transition Pathway Initiative, the Climate Action
100+ Initiative, and the Institutional Investor Group on Climate Change.

Human rights include civil, political, economic, and social and cultural rights,
such as the right to life, the right to freedom of association or the right to
health. The ability and commitment to remedy human rights issues reflects
the strength of a company’s culture and risk management. Many companies
are reliant upon global supply chains to access labour in low cost regions.
Although no publicly traded companies intentionally support human
trafficking, they can become unintentionally complicit in it by inadequately
overseeing their supply chains. To combat this, companies must remain
vigilant with regard to their suppliers’ hiring policies and practices to avoid
and discourage these conditions in the workplace. This theme includes a
focus on valuing and supporting greater diversity. As a representative of an
asset owner diversity working group, and a member of the 30% club,
WMPF has pressed for greater gender and ethnicity diversity on company
boards. WMPF stewardship work incorporates a drive for wider-ranging
action on equality and inclusion to drive change and increase representation
and involvement by all.

Sustainable Food Systems
A sustainable food system is one that delivers food and nutrition security for
all in such a way that the economic, social and environmental bases for future
generations are not compromised. There has been a shift among consumers
who are increasingly aware of, and concerned by, the climate impacts of the
food they eat and how sustainably it is produced. Not only is climate change
having an impact on the planet, but so are the actions of modern society.
WMPF is very conscious of the damage that single use plastics has on the
environment and is keen to engage alongside partners in highlighting the risks
that single use plastics pose to longer term financial returns.

Responsible Financial Management
WMPF supports the practice of responsible financial management. The
avoidance of tax by some large multinationals has attracted a great deal of
criticism, and small businesses shouldering a heavier tax burden have
struggled to compete. Instead, more companies are now taking a long-term
view that investment in the community and the society in which they operate
by paying taxes will ultimately lead to greater prosperity for the business
too. As governments, companies and global economies look to “build back
better” over 2021, increased focused on financing and reporting
arrangements is expected to increase both to demonstrate action on climate
change and to respond to demands to reconsider social value.
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PURPOSE and
GOVERNANCE

PRINCIPLE 1
•
•
•
•
•

Introducing WMPF
Purpose
Value and Culture
Investment Beliefs
Responsible Investment

under
management
£18.7bn assets
343,000 members
750+ employers

Our Fund
The West Midlands Pension Fund is one of the largest UK Pension Funds
serving in excess of 340,000 public sector employees and more than 750
employers across the West Midlands Region, holding assets under
management of around £18 billion across a diversified portfolio designed to
serve and deliver cashflow in support of our members’ pension benefits.
WMPF has a long-standing history across the West Midlands region. Borne
out of the historic West Midlands County Council, we work on behalf of the
seven District Council Authorities to provide opportunities for members to
plan for a retirement future which serves the needs of individual
circumstance.

Our Purpose
Our core purpose is to ensure that our members receive their pension
benefits when they fall due, but more than that, to ensure our members are
able to plan their retirement with access to information about the benefits
they can receive and the options available to them. Working with our
employers we aim to contribute together for our members’ future through
the effective partnerships we create to support retirement planning.

Stong
Governance

Customer
Focused

Global
Influence

Delivering for
Local People
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Our Values and Culture
As a Fund, we recognise that the world of pensions is a mystery to most,
and the options available at retirement even more so. Through the
engagement, information and support offered, WMPF aims to ensure that
every member can access the options available in planning for and taking
retirement and at key events in their lives, along the way.
In developing our mission statement, we have identified five core themes for
action and through PRIDE we will contribute together in the Partnering of
relationships across our internal teams and wider across the pensions and
investment industries ensuring a Responsible approach to the management
of the benefits we have a duty to protect; through Driving efficiencies in the
process and management of member benefits we will deliver desired
outcomes through active Engagement on key stakeholder issues which help
shape the LGPS together with the our focussed service delivery enabling our
members to make informed decisions at the right time.

Partnering for Success

Responsible Asset Owner, Employer
and Local Community Partner
Investing to Increase Capacity

Delivering Value Added Services
Engage to Improve Outcomes
for Customers

Annual
Stewardship
Stewardship
Code
Report
Reporting
April 2021
2020• •Principle
Principle121
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As a public service pension scheme, the West Midlands Pension Fund is
focussed on delivering value to our customers and stakeholders, ensuring
information and support is available at the right time to enable pension
members to effectively plan for their retirement and to support our
employers in performing their role as they participate in the statutory local
government pension scheme.
Now, more than ever, there is a motivation across the public and our own
member and employers’ appetite to do more to address environmental and
social issues, highlighted through global understanding of the pace and
impact of climate change and through the awareness raised by Black Lives
Matter which have both thrown a spot light on the actions all can take,
including public bodies and employers, to do more to ensure equality,
diversity and inclusion.
As a Pension Fund and global asset owner, we remain committed to
ensuring our customers are educated, informed and engaged about their
retirement income and have the opportunity to plan their retirement
effectively while invoking confidence in our investment approach that aligns
with their beliefs.

“Contributing together to create
sustainable futures for all”
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Our Investment Beliefs
WMPF’s Statement of Investment Beliefs are set out in the Investment
Strategy Statement which underpin WMPF’s approach to investment
strategy and how it is implemented. These beliefs underpin the ISS and
cover:

Financial market beliefs

Responsible investment

WMPF adopts a long-term approach to investing
as its liabilities stretch far into the future but in so
doing seeks to also take a proactive approach to
the management of assets taking into account the
risk/return profile of different investment
opportunities over a range of time periods.

As long-term owners of capital (assets), WMPF
believes that investing responsibly is key to ensuring
the long-term value of the assets in which it invests is
protected and where possible, enhanced. Investing
responsibly and engaging as long-term owners
reduces risk over time and has been proven to
positively impact investment returns. WMPF is
integrating responsible investment into the way it
selects and stewards all assets.

Governance beliefs
WMPF believes having effective
governance structures and policies will
enable rigorous and tested decision
making and will add value to WMPF
over the longer term. Transparency
and cost effectiveness provide key
tenets of being a well governed Fund.

Climate change
Investment strategy
WMPF’s investment strategy will encompass its approach to risk
management, risk tolerance, liquidity and levels of return required to
meet its strategic objectives. WMPF will set its strategic asset allocation
to deliver the long-term returns required to meet its funding needs taking
into account diversification, the requirement to remain agile, risk and
cost of implementation, recognising that risk should be viewed both
qualitatively and quantitively.

WMPF adopts an evidence-based approach to
climate change and believes there is overwhelming
evidence to support that climate changes poses both
risks and opportunities to WMPF’s investments.
WMPF will consider the impact of climate change in
both its asset allocation and individual investments
when making decisions.
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Responsible Investment Approach
Through our Responsible Investment Framework we support active
stewardship, engagement and seek positive change to protect and enhance
WMPF’s assets, ensuring they deliver the returns to support the payment of
members’ pension benefits.

Responsible Investment Framework:
Investment
Strategy
Statement
Responsible
Investment
Framework
Regulations
Climate Change
Stewardship Code
Voting Principles

Disclosure

Through our investment strategy we aim to meet the long term liabilities of
WMPF through effective management of assets, responsive to the changing
markets in which we invest, acknowledging our fiduciary duty through the
application of our Responsible Investment framework and the continued
engagement and campaign on behalf of our members ensuring our
stewardship of assets supports effective action and change in behaviour.
WMPF’s investment strategy continues to evolve in response to investment
and economic outlook and WMPF’s employer and liability profile. Our drive
for return to support in meeting the cost of pension benefits is supported by
governance arrangements which ensure active stewardship, engagement on
key environmental, social and corporate governance issues and
implementation through cost-effective investment vehicles.
Action to assess, monitor and manage the financial risks associated with
climate change will continue to progress, together with further integration of
responsible investment beliefs into the day-to-day management of Fund
investments.
As a member of the Employer’s Network for Equality and Inclusion (ENEI)
we will increase actions to support equality, diversity and inclusion (EDI)
within WMPF and the organisations we work with as well as building on the
initial work to champion climate change initiatives within our own
organisation.
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PRINCIPLE 2
• Fund Governance Structure
• Stewardship Resourcing
Governance
City of Wolverhampton Council is the LGPS Administering Authority for the
West Midlands Pension Fund. Within its constitution, the Council has
delegated responsibility for the Pensions Fund to the Pensions Committee.
WMPF is governed by the Pensions Committee which sits as the
decision making body, setting strategy and policy as to how WMPF is
managed. The Pensions Committee delegates the day-to-day running of the
Pension Fund to the Director of Pensions who in turn delegates to her Senior
Management Team and officers.
The Local Pensions Board, made up of equal member and employer
representatives, sits in an advisory role to the pension fund, supporting the
good governance of the scheme. Throughout 2020, the Local Pensions Board
has overseen investment governance including developments and changes to
WMPF’s Responsible Investment Framework and Climate Change
Framework and Strategy and ongoing stewardship activity. The Board has
also had a focus on member engagement ensuring WMPF had a wide reach
across its differing member and employer base and communicates its
responsible investment activity and action on climate through online, event
and written communications.

Corporate
Information

Pensions
Committee

Director of
Pensions

Local Pensions
Board

Investment
Advisory Panel

Officers of the
Fund

WMPF’s Investment Committee is responsible for the day-to-day
management and oversight of assets including implementation of the
Investment Strategy Statement (ISS), including asset allocation, and
Responsible Investment Framework. Following the creation of LGPS
Central in 2018, the pool and pool company provide investment products,
analysis and advice to support implementation of the ISS and RI Framework.
Effective governance is key to ensuring the quality of service delivery our
customers have come to expect and the governance structure at WMPF has
been created to provide assurance to our stakeholders and governing bodies
with opportunity afforded at every level to obtain specialist, skilled and
professional advice.
More information on the governance of WMPF can be found in our
Governance Compliance Statement and in our Investment Strategy
Statement.
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Our People
WMPF believes that by investing in its people it empowers them to increase
skills, facilitate career development and helps them to progress their role in
the organisation.
WMPF has 175 employees split across Investments and Finance, Benefit
Operations, Pension Services and Governance and Corporate Services. In
2020, 28 new employees joined the organisation, bringing with them an
array of skills and abilities gained from experience working in a range of
sectors and organisations.
We believe that continuous effective learning and development benefits the
individual and the organisation and contributes to the overall delivery of the
Fund’s objectives. This year we enhanced our People Strategy through the
development of our Employee Training Policy and Fund Trainee and
Graduate Program, building knowledge and skills for the future. We
encourage and support employees to study for professional exams,
including the Investment Management Certificate (IMC), Charted Financial
Analyst (CFA), and provide access to on the job learning through engaging
in a wide range of events and seminars.
WMPF’s commitment to its people was showcased in our achieving Gold
accreditation in Investors In People, February 2020, the assessor noting:

175
179
16
28

full time employees
graduate program
applications
internal promotions
new colleagues

• People enjoy working for WMPF and engagement levels are high, values
and ethical practices underpin what WMPF stands for.
• People are involved in championing change and are given opportunities to
engage with strategic and operational projects and programmes.
”The assessment of your organisation was an extremely positive experience.
From the start of the assessment and throughout, people were positive and
had good things to say about you as their employer and about how they
enjoyed working for you. Staff said that it’s ‘great’ to work for your
organisation” IIP assessor, February 2020
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Inclusion and Opportunity
We are an equal opportunities employer offering inclusion in our success as
we grow and succeed.
As a member of the Employers Network for Equality and Inclusion (ENEI) we
aim to:
• Ensure colleagues feel they are treated equally and fair regardless of age,
disability, race, religion, gender and sexual orientation
• Develop our approach to being a more diverse and inclusive workforce
which allows us to develop experiences and viewpoints to see issues in a
different way and create solutions to business challenges

GENDER BALANCE OF
WMPF
Male
Female

26%
74%

AGE
20 and under
21 – 30
31 – 40
41 – 50
51 – 60
61 and over

LENGTH OF SERVICE

ETHNICITY

57
52
10
25
30

White
Asian
Not Stated
Mixed
Black

Less than 2 years
2 years – 5 years
5 years – 10 years
More than 10 years
More than 20 years

2%
32%
25%
15%
24%
3%

72%
16%
6%
3%
3%

Figures based on those employed in full time
permanent positions at WMPF as at March 2021
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Stewardship Resourcing
WMPF has a longstanding commitment to responsible investment (RI). Through
our investment strategy we aim to meet the long term liabilities of WMPF through
effective management and flexibility of assets, responsive to the changing markets
in which we invest, acknowledging our fiduciary duty through the application of
our Responsible Investment framework and the continued engagement and
campaign on behalf of our members ensuring our stewardship of assets supports
effective change in company behaviour.
Either directly or through Fund management arrangements, WMPF aims to put its
responsible investment beliefs into practice through actions taken both before the
investment decision (which we refer to as the selection of investments) and after
the investment decision (the stewardship of investments).
WMPF is aiming for full integration of responsible investment principles
throughout investment strategy, process and monitoring, with evidence of
increasing use of environment, social and governance (ESG) risk factors in
decision making throughout the investment value chain.
WMPF aims to be transparent to its stakeholders through regular, high quality
disclosure. Disclosures are made quarterly through Pension Committee meetings,
regular updates to WMPF’s website and annually through WMPF’s Annual Report and
Accounts and the Climate Related Disclosure Report. Together these ambitions yield
WMPF’s three RI pillars: Selection, Stewardship and Transparency and Disclosure.

EOS at Federated Hermes
LGPS Central’s stewardship efforts are supplemented by global engagement and
voting services provided by EOS at Federated Hermes (EOS).

Responsible Investment

Selection

Stewardship

Engagement

Voting

Transparency & Disclosure

LGPS Central Limited
Since April 2018, WMPF assets have transitioned into the LGPS investment pool,
and pooled vehicles created by LGPS Central Limited. The pool company has
developed a leading approach to RI, requiring all products to meet and retain a
standard for RI-integration and thereby supporting WMPF in the execution of their
individual RI policies. RI integration features in the investment process for all
major asset classes. A suite of RI polices are in place together with an appointed
engagement provider to support regular engagement, monitoring and reporting.
LGPS Central has a dedicated in house stewardship resources. Going into 2021, the
RI&E Team consists of an Investment Director, Stewardship Manager and two IMC
qualified analysts, both of whom are working toward their CFA certificate in ESG.
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Engagement Through Partnerships
WMPF’s strategy is to engage with its investee companies and other key
stakeholders through partnerships. WMPF aims to protect and increase
shareholder value by engaging on a range of financially material ESG
investment factors. A significant part of WMPF’s engagement programme is
implemented through LGPS Central and EOS at Federated Hermes (via a
contract held by LGPS Central Ltd) and through partnerships including the
Local Authority Pension Fund Forum (LAPFF), Principles for Responsible
Investment (PRI), Institutional Investors Group on Climate Change (IIGCC),
Climate Action 100+ (CA100+) and the Transition Pathway Initiative (TPI).
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PRINCIPLE 3
• Conflicts of Interest
• Conflict Management
Wolverhampton City Council as the Administering Authority has adopted the
national standard on Code of Conduct together with the Nolan Principles on
Public Life for its elected councillors who sit on the WMPF Pensions
Committee as the decision making body (with equivalent codes for our
regional representatives).
In line with the requirements of the Public Service Pensions Act, the WMPF
Local Pensions Board has adopted (and readopts each year) a Code of
Conduct for its membership (created on the same principles as that for
elected councillors).
Officers of WMPF, as employees of Wolverhampton City Council comply
with their contracted terms of employment which includes principles on
values and behaviour.
All of these Codes include requirements to declare interest in matters being
discussed and decided, with Pensions Committee and Local Pension Board
register of interests published each year (or when changed) on the
Administering authority’s website.
Officers who hold politically restricted posts (those generally more senior
officers) are also required to declare interests to the Admin Authority’s
Monitoring Officer each year. The rules of bias, whether actual or perceived
are included and applied in these processes.
Although not FCA regulated, WMPF adopts the FCA’s approach on
managing personal interests with an adopted process for declaring and
managing personal dealing with any Fund officers. Such deals are required
to be reported to WMPF’s compliance team with restriction on the timings of
dealing to prevent any perceived insider knowledge.
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WMPF’s Governance Compliance Statement summarises the
composition, representation, process for nomination and voting on WMPF’s
governing bodies, together with roles, duties and the standards of conduct
and training required which aid in supporting effective transparency as well
as identification and management of conflicts of interest.

Conflicts of Interest
The Public Service Pensions Act 2013 defines a conflict of interest as a
financial or other interest which is likely to prejudice a person’s exercise
of functions.
The Pension Regulator’s Code of Practice requires LGPS Funds to have a
conflict of interest policy which sets the controls for managing actual and
potential conflicts in order to satisfy itself that no such conflicts exist in its
governing bodies.
In addition, the Localism Act 2011 imposes a responsibility on all elected
Councillors to declare and register pecuniary and non-pecuniary interests.
Actual conflicts are not permitted within the LGPS as it is unlikely these
can be managed appropriately to prevent the conflict from having an
impact. Anyone who has an actual conflict will therefore be excluded
from the decision-making process; only potential conflicts can
be managed.
The rules governing Local Government Authorities require all persons
appointed to any Committee to declare any interest which amounts to a
conflict of interest in a matter to be discussed. This requirement applies to
WMPF’s Pension Committee and Local Pension Board and Officers, with
the responsibility for monitoring and ensuring this compliance allocated
to WMPF’s Head of Governance on behalf of the Monitoring Officer for
the Council.
A conflict of interest may arise when Local Pensions Board members must
fulfil their statutory role of assisting the scheme manager in securing
compliance with the scheme regulations, other legislation relating to the
governance and administration of the scheme and any requirements
imposed by the regulator or with any other matter for which they are
responsible in their other roles which bring to the Board as employer or
member representative, whilst also potentially having a separate personal
interest (financial or otherwise), the nature of which gives rise to a possible
conflict with their statutory role.

A conflict can also include bias (actual or perceived). It does not include a
financial or other interest arising merely by virtue of that person being a
member of the scheme or any connected scheme.
When attending meetings of either the Pension Committee or the Local
Pension Board, persons sitting as a member of those groups must sit with
the pure aim and consideration of paying pension benefits for members and
as a member of WMPF’s Governing Body. Members of the Committee and
Pension Board must “leave their day job at the door” and must sit in the
capacity of their representation (i.e. member/employer representative,
Scheme Manager). This is reinforced in the Governing Bodies’ induction
session at the commencement of their role with WMPF.
Opinions may be expressed during the meeting which reflect the
representative group (as this is the main purpose of having representation
on the Governing Bodies), however decisions must be taken in the interests
of all members and in the best interest of WMPF.
WMPF manages conflicts of its asset managers in line with regulated processes.

Conflicts of Interest Management
The effective management of conflicts of interest is a key component of our
due diligence process of all of our asset managers, service providers and
stewardship provision. We expect our managers to have robust controls and
procedures in place around conflict management and to demonstrate
commitment to managing conflicts fairly.
As a matter of course and part of WMPF’s annual induction and training
programme, members of WMPF’s governing bodies receiving training and
records are reviewed and updated to ensure accurate recording and
compliance with the code of conduct including policies to support
management of conflicts of interest.
WMPF employees have no element of renumeration linked to performance,
selection or their work with WMPF’s investment providers and advisers.
Employees are required to declare and obtain pre-clearance for personal
dealing and any potential conflict arising during procurement exercises.
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WMPF takes a three- stage approach to managing conflicts of interests:
• Identify
• Monitor
• Manage
Where a Member of our Governing Bodies has a conflict of interest they are
required to declare the interest on their register and at the meeting at which
the matter in which they have an interest is determined.
WMPF Code extends this obligation further and requires members to
declare an interest where that interest relates to a family member or close
associate also.
Conflicts of Interest Example: Voting
Conflicts of interest can arise during the voting season. This can for
instance be the case where a proxy voting provider also provides other
services to corporates or where they have pension schemes as clients
whose sponsor company they engage with and provide voting
recommendations on.
We expect our proxy voting providers to be transparent about conflicts of
interest and to implement measures to ensure they implement appropriate
measures to manage these conflicts such as Chinese walls, conflicts
management policies and conflicts registers. As from Q1 of 2021, EOS at
Federated Hermes – LGPS Central’s external voting and engagement
provider – applies an enhancement to its service to further improve
transparency by informing voting clients of potential significant conflicts of
interest when EOS provides voting recommendations. One such conflict
would be when EOS recommends a vote in relation to clients’ sponsor
companies, and specific assurance of EOS’ independence in assessing this
stock is needed.

Members who have an actual conflict of interest will be prevented from
participating in the discussion and vote on the matter being considered with
the requirement to announce the interest at the start of the meeting (even if
already declared on the register of interests). Members must then withdraw
from the meeting and not remain in the room while the matter is discussed.
WMPF is aware of the policies and process in places to manage conflict
of interest within LGPS Central and oversees adherence to these through
its compliance monitoring programme. Monitoring of engagement and
voting activity, relative to guidance provided by WMPF’s industry partners
and LGPS Central’s appointed engagement and voting provider, forms part
of this framework.

EOS has a publicly available Stewardship Conflicts of Interest Policy.
EOS conflicts are maintained in a group conflicts of interest policy and
conflicts of interest register. As part of the policy, staff report any potential
conflicts to the compliance team to be assessed and, when necessary, the
register is updated. The conflicts of interest register is reviewed by senior
management on a regular basis.
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PRINCIPLE 4
•
•
•
•

Risk Management
Risk Horizon
Climate Risk
Industry Partnerships and Standards

Access
Risk

Risk Management
“The West Midlands Pension Fund is committed
to developing and implementing a risk
management and assurance framework which
provides a systematic and consistent approach
to the management of risks which have the
ability to threaten the delivery of WMPF’s
strategic objectives”
WMPF has an operational risk policy that defines a coherent and consistent
approach to its operational risk management. WMPF’s ongoing
development of its strategic risk register ensures that we have a
comprehensive fund wide methodology that uses a common risk
understanding throughout all service areas enabling a consistent approach
by risk owners and controllers at all levels.

Identify
Risk

Risk
Management
Process

Control
Risk

Review
Controls

Through embedding a culture of:
YOU (fund employees completing day-to-day activities and processes to
achieve objectives, working with the Second Line of Defence to continually
improve controls)
WE (Governance and oversight functions providing assurance over
existing controls and working with the First Line to continually improve
and strengthen controls)
US (Our achievements, independent assurance, accreditations and external
assessments demonstrating the effectiveness of WMPF’s controls).
WMPF has instilled the risk management process as working practice across
all service areas driven by the goals and ambitions of our Corporate Plan.
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The Coronavirus Pandemic in 2020
At the end of 2019/20 the coronavirus pandemic meant that all employees
moved to working wholly from home and introduced changes to systems
and processes to maintain service delivery.
For our own employees, we assessed the impact and risk of Covid with
wellbeing and safety being at the heart of our priorities and focus,
ensuring we could maintain service delivery for our customers. We also
reached out to all our services providers and investment managers to
ensure continuity of service and operational standards.
WMPF took steps to ensure it minimised the effect of Covid-19 on the
delivery of its priority financial and administrative services. These included:
• paying members’ benefits
• retirement processing
• bereavement services, as well as any administrative functions required
to support these
• any processes needed to ensure benefits are accurate
These steps included amending existing operating procedures to transition
services to enable increased electronic working while ensuring vigilance
for potential increases in fraud and pension scams.
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WMPF also took significant steps to ensure the ongoing management and
stewardship of Fund assets, overseeing heightened investment and
stewardship risks including:
• Additional monitoring activity and discussion with WMPF’s investment
advisers to support defensive portfolio positioning
• Seeking assurance and dialogue with fund managers and key service
providers on their ongoing ability to manage Fund assets and
investigate emerging issues and risks
• Targeted action and engagement on assets, with investment
managers and companies who were expected or known to have been
severely impacted by the pandemic
Through a programme of monitoring and engagement WMPF has sought
and obtained information and assurance on short and medium term risks
and has the actions in train to protect and mitigate long term financial loss
to WMPF.
The pandemic has thrown a spotlight and focus on the increase in action
and pace required to address social inequality and climate change which
are welcomed by WMPF and in line with the objectives of WMPF’s
Responsible Investment Framework. There has been a notable increase
in collaboration and engagement during the year, enabled in part through
use of virtual meeting platforms and WMPF will continue to champion
and support effective and targeting use of finite resources for gains in
collaborative and timely stewardship activity.
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Risk Horizon
The West Midlands Pension Fund is part of an open defined benefit
pension scheme, investing member and employer contributions to pay
pensions over the long term. Membership continues to grow and
pensions are projected to be payable many decades into the future, with
contribution income currently above the level of benefits payable out each
year. WMPF is able to take a long term view of investment and risk,
including those in relation to environment, social and governance factors.
However, we also recognise the important of risk budgeting and
monitoring, horizon scanning for emerging financial, regulatory and
operational changes on which short to medium term action will aid in
supporting and enhancing the longer term value of WMPF’s assets.
Some risks, their severity in nature and impact and the ability to make
changes to mitigate risk, through ongoing stewardship and engagement
activity, will take a period of time to emerge and resolve and can change,
particularly as a result of developing global policy and local regulation
and government-backed financial incentives for change. WMPF has
established a set of stewardship engagement themes for 2020-2023 to
enable a targeting programme of activity on key areas of concern to
develop and produce results. Individual company engagements and the
associated risks are considered on a case by case based but within
WMPF’s overarching principle and belief in engagement over divestment
for long term positive change and wider social and environmental benefit.
Although some plans had to be put on hold during 2020, a number of key
changes continued to shape the LGPS and the pensions industry with the
enactment of regulatory change and the evolving demand for informed
pension choices.

We continue to ensure that:
• Implications for risk are highlighted at the right levels within WMPF
• We share best practices to establish a common understanding of risks
across all levels with WMPF
• Actions and controls are closely monitored to ensure mitigation of risks
It is through this approach that we have identified a number of key drivers
that will shape our service delivery over the course of the next 1 – 5 years.

Drivers for Change
Regulatory Change and
Incresed Oversight
of Reporting

•
•
•
•

McCloud Judgement
Good Governance
Statutory Guidance
Cyber Risk

Supporting
Members

•
•
•
•

Pension Dashboards
Pension Scams
Complexity in Scheme Rules
Increased demand for Self Service

Funding and Cost
Management

As we move into the next phase of change we continue to monitor these
developments and prepare to respond effectively.
It is now more important than ever to have the best possible
understanding of the world around us and that we review, prioritise,
scrutinise and adapt effectively. WMPF’s risk management framework
supports us in doing this with ongoing review and challenge through an
effective assurance program.

Investment
Management

Resourcing
and Skills

• Employer Funding Flexibilities
• Post Covid Austerity
• Climate Change
• Stewardship
• Responsible Investment
• Pooling
• Growing complexity in scheme rules
• Competition in the market for talent
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Climate Change Risk
“Action is needed at an increasing pace to meet
the challenges that climate change brings to us
all, WMPF included”
Events this year have reinforced more than ever the importance of strong
governance, responsible investment practice, and the need for a
proactive response to climate change.
WMPF is mandated to meet clear financial targets – including maximising
the risk adjusted return for WMPF, enabling the secure delivery of benefit
payments. As a long-term responsible investor we believe that investing
responsibly is key to ensuring that the long-term value of the assets in
which we invest is protected and where possible, enhanced. In pursuit of
this we favour an evidence based approach, support action for asset
owners to achieve net zero and set our objectives accordingly.

Climate Change Framework and Strategy
WMPF has taken a holistic approach to climate change risk, looking at
potential impact across both investment and funding strategies, the
impact on sectors and particular asset categories. The four-year
framework was set in 2019 to run to 2023 but will be reviewed in more
detail a year early, during 2021, in response to the increased pace of
regulatory change and global action, together with the progress made by
WMPF in meeting climate targets set in 2019.
WMPF acknowledges the pressing and increasing pace of action on
climate change by all individuals, policy makers, corporates,
governments, and institutional investors; with the UN Climate Change
Conference of the Parties (COP26 Summit) due to take place in Glasgow
in November 2021. This is a critical year for both corporate and policy
makers in accelerating action towards the goals of the Paris Agreement.
We expect that our Climate Change Framework will both inevitably, and
desirably, evolve as climate related financial tools and data availability
advance, and the understanding of the complex issues, evident in
practical and academic research, improves.
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Climate Related Financial Disclosure
In December 2020 WMPF published its first separate stand-alone TFCD
report to further enhance transparency and disclosure around our
approach to climate risk management and demonstrate progress against
targets set in 2019. WMPF was also pleased that its TCFD report was
used as a case study example at the Accounting for Sustainability
conference in December 2020.
Climate Change Investment
In line with WMPF’s fiduciary duty, WMPF aims to invest in opportunities
where positive environmental and social outcomes are expected to
correlate with positive financial performance. Since 2019 WMPF has:
• Transitioned £2 billion of equity holdings to sustainable & low
carbon investment strategies
• Reduced its total equity carbon intensity by 1/3rd relative to
the market
• Increased investment in clean technology by 8% since 2019
• Reduced its weight of exposure to fossil fuel reserves by over
20% since 2019
Looking forward, stakeholders should expect to see climate
considerations acquire increasing prominence across our portfolios.
Along with maximising the financial performance of WMPF, we see
both obligation and opportunity in continuing to improve the climate
credentials of WMPF and we will continue to publish our progress
through routine reporting.

Climate Change Beliefs
• WMPF believes there is overwhelming evidence to support the fact
that climate change is impacting on the environment and that this will
have longer term consequences for WMPF’s financial returns if not
managed.
• Climate change has the potential to impact the funding level of the
pension fund through impacts on employer covenant, asset pricing,
and longer-term inflation, interest rates and life expectancy.
• We believe that a transition to a low carbon economy is essential and
that carefully designed and targeted government and company
policies can ensure a just transition for workers and communities, with
substantial economic and social benefits. In addition, public finance
will be important as a cross cutting mechanism to invest in human
capital and inclusive growth.
• WMPF will collaborate with other investors to campaign for positive
changes to policy both nationally and at a company level to bring
about change aligned to the Paris accord of 1.5 to 2.0 degrees
scenarios.
• WMPF will adopt a focused climate change policy which will be
monitored and measured to ensure that WMPF is delivering against
policy targets set within its climate change policy.
• In order to assess progress for WMPF towards a lower carbon
economy it is essential for WMPF to measure its climate risk
exposure at regular intervals.
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Attendance and Contributions to Industry
Dialogue, Partnerships and Building of Standards
WMPF plays an ongoing role in climate change and good corporate
governance campaigning. Through its own work and partnerships with
LGPS Central and LAPFF, WMPF has undertaken collaboration with peer
investors and industry initiatives – a critical component to engagement,
giving a stronger voice and more leverage. Industry initiative participation
can serve several purposes: access to data, research, and tools available
to members; influence further development of these initiatives; encourage
market uptake of new standards/benchmarks as appropriate.
An overview of initiatives that WMPF is an active member of, which
includes a brief assessment of the efficiency of the initiative and
outcomes during 2020, is included below.

Organisation/Initiative Name

About the organisation/initiative

Efficiency and Outcomes

Principles for Responsible Investment

WMPF is a signatory of the UN PRI which seeks to
set out investment principles and actions that
investors can take across a range of responsible
investment activities including climate change.

PRI continues as a bearer of good practice for
responsible investment. WMPF has been a member
of PRI since 2011.

WMPF is a member of the IIGCC which is a leading
global investor membership body and the largest one
focusing specifically on climate change.

IIGCC’s corporate engagement and policy
engagement programmes are both highly
value-adding to WMPF’s work on climate change.
It has a clear purpose and seems attentive to
member needs and input. IIGCC engages broadly
with stakeholders, for example the International
Energy Agency in regard to the Net Zero
Scenario and the need for that to include price
projections to at least 2040.

(PRI)

IIGCC
(Institutional Investor Group on Climate Change)

IIGCC help define the investment practices, policies
and corporate behaviours required to address climate
change.
During 2020, the WMPF Responsible Investment
Officer was appointed to the Net Zero and Climate
Solutions Working Groups.

In the 2020 assessment WMPF achieved A+/A
across all metrics.
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Organisation/Initiative Name

About the organisation/initiative

Efficiency and Outcomes

Cross-Pool RI Group within LGPS

Collaboration group across the LGPS pools (and
Scotland recently). Includes funds and pool
operators. WMPF RI Officer is a member of the
group and the LGPS Central Stewardship Manager
is Vice Chair of the group.

This is a good forum to allow discussion between
like-minded investors, who operate in the same
regulatory environment and with similar
expectations from Clients and beneficiaries, on RI
topics of interest and/or urgency (e.g. MHCLG’s
work to introduce TCFD aligned reporting across
LGPS Pools and Funds).

FRC Investor Advisory Group

Influence new policies and standards on
governance, stewardship, reporting and audit
matters. LGPS Central’s Director of RI&E was a
member of the Investor Advisory Group.

On behalf of WMPF, this has been a useful
opportunity for LGPS Central to discuss and provide
input to the FRC, in particular in the development
and lead up to implementation of the Stewardship
Code 2020.

The TPI is a global, asset-owner led initiative which
assesses companies' preparedness for the
transition to a low carbon economy. Rapidly
becoming the go-to corporate climate action
benchmark. WMPF supports the TPI, created for
the global investor community and which
collectively has $22.8trn AUM.

TPI is a highly useful tool that LGPS Central uses
directly to inform engagement and voting on behalf
of WMPF. We view very positively TPI’s close
collaboration with CA100+ during 2020 in the roll-out
of the Benchmark Framework which will allow
evaluation of company progress against Paris
alignment on key parameters (targets, actions,
disclosures).

Investor group engaging both UK listed equities and
increasingly companies abroad, on gender diversity.

This forum has a clear target and allows for
discussion, learning and direct engagement with
like-minded peers on an ongoing critical governance
issue. During 2020, a sub-set of 30% Club Investor
Group members, including LGPS Central (on behalf
of WMPF), has engaged in the Japanese market.

(Financial Reporting Council)

Transition Pathway Initiative
(TPI)

30% Club Investor Group
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Organisation/Initiative Name

About the organisation/initiative

Efficiency and Outcomes

LAPFF

WMPF is a founding member of LAPFF. LAPFF
conducts engagements with companies on behalf of
local authority pension funds.

LAPFF has conducted engagements that are
complimentary to WMPF’s engagement themes, for
instance in reaching out to companies during 2020
on human rights.

(Local Authority Pension Fund Forum)

The Director of Pensions is a member of the
Executive Committee.

A loud investor call for corporate accountability for
human rights was issued following Rio Tinto’s
explosion of culturally significant caves at Juukan
Gorge in Western Australia.
Aided by the work of LAPFF investor engagement
with communities has ramped up, in part stemming
from investor outrage at the Juukan Gorge tragedy
and the tailings dam collapses in Brazil, and in part
in recognition of the role affected communities play
in ensuring that investee companies create strong,
resilient investment propositions.

Climate Action 100+
(CA100+)

WMPF is member of Climate Action 100+ an
investor initiative launched in 2017 to ensure the
world’s largest corporate greenhouse gas emitters
take necessary action on climate change. More than
500 investors with over $47 trillion in assets
collectively under management are engaging
companies to: curb emissions; improve governance;
and strengthen climate-related financial disclosures.

This is a robust, targeted and strong investor
collaboration which WMPF views as highly value
adding relative to climate change risk management.
The 2020 CA100+ Benchmark Framework embeds
structure and rigour to assessments of companies
against a Paris trajectory.
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Organisation/Initiative Name

About the organisation/initiative

Efficiency and Outcomes

Pensions and Lifetime Savings Association

The PLSA’s mission is to help everyone achieve a
better income in retirement. It works to get more
people and money into retirement savings, to get
more value out of those savings and to build the
confidence and understanding of savers.

Investing for Good Initiative

The PLSA bring together the industry parties to
raise standards, share best practice and support its
members. It works collaboratively with members,
government, parliament, regulators and other
stakeholders to help build sustainable policies and
regulation which deliver a better income in
retirement.

2020 has brought continued regulatory and policy
change for both private and public sector schemes.
The PLSA continues to guide members through the
maze and shine a light on how best to take climate
risk and opportunity into account in their investment
decisions.

(PLSA)

WMPF’s Director of Pensions is an appointed
member of the PLSA’s Policy Board.

Climate change poses a systemic risk to nearly all
businesses and all sectors. It will impact the value of
scheme investments and, ultimately, that of
individuals' retirement savings

The PLSA have a library of practical support for
members on climate change and ESG issues,
including guidance on trustee duties, help on
incorporating ESG into scheme's investments and
guidance and templates for Implementation
Statements.
The PLSA are providing thought leadership on the
way forward. After speaking to more than 80
delegates, representing some 60 funds directly and
many hundred more indirectly, in a series of virtual
roundtables in summer 2020, they have identified
some key recommendations to overcome the many
tricky obstacles that prevent pension funds investing
for a carbon-constrained future.

New Standard for Plastic Pellet Pollution

Creation of the first industry specification to prevent
plastic pellet pollution (which poses serious threat to the
ecosystem and potentially also a health threat to people).

Project formally launched in June 2020 with LGPS
Central as co-sponsor. At the start of 2021, an
expert group had drafted an industry standard
specification which has been out for consultation.
The overarching goal of this project is to help
companies achieve and maintain zero pellet loss
across their pellet handling operations.
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PRINCIPLE 5
• Policies and Assurance
• Review Process
“The West Midlands Pension Fund is committed
to developing and implementing a risk
management and assurance framework which
provides a systematic and consistent approach
to the managements of risks which have the
ability to threaten the delivery of WMPF’s
strategic objectives”

Fund Policies
All WMPF’s policies relevant to Investment and Investment Stewardship are
reviewed and approved by WMPF’s Pensions Committee on an annual basis,
with more in-depth review on a triennial basis to coincide with WMPF’s
actuarial valuation, investment strategy review and refresh of climate change
scenario analysis. Reviews aim to capture developing initiatives and WMPF’s
response to emerging industry standards and best practice.
WMPF’s Responsible Investment framework has been developed in the
context of relevant regulations, statutory guidance and the advice of the
Law Commission. Under the framework, WMPF applies a three-pillar
approach to implementation: Selection, Stewardship and Reporting &
Disclosure. This document sets out the overarching framework for
Responsible Investment; supporting practical application of the Climate
Change Strategy and Framework, Statement of Alignment with the UK
Stewardship Code and Voting Principles.

Policy review during 2020/21 included:
• Review and update of WMPF’s investment beliefs including those in
support of responsible investment and climate change
• Development of WMPF’s engagement themes for 2020-2023,
incorporating themes on Human Rights and Responsible Financial
Management in response to elected member feedback and
correspondence received from WMPF beneficiary members
• Refresh of voting principles to reflect developing engagement themes,
collaborative initiatives and investment beliefs.
In addition to the setting of policy and investment parameters for WMPF,
Committee will regularly review the performance of investment pool operator
company, LGPS Central Limited, in terms of service delivery, product
development and the wider pool in progress towards meeting the investment
pooling objectives to deliver increased capacity to invest with strong
governance and enhanced returns.
LGPS Central Limited has established its own Responsible Investment
Framework and Voting Principles in consultation with Funds including the
West Midlands Pension Fund. Development and proposed changes to these
policies are discussed as part of an annual review cycle. Recent changes
include greater focus on action to support diversity and inclusion and increase
disclosure of action on climate change, in keeping with the ambitions of
investor-led collaborations both WMPF and pool company support, such as
Climate Action 100+.
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Assurance
Effective governance is key to ensuring the quality of service delivery and
Fund management our customers and stakeholders have come to expect.
The governance and reporting structure at WMPF has been created to
provide assurance to our stakeholders and governing bodies with
opportunity afforded at every level to obtain specialist, skilled and
professional advice.
WMPF’s Investment Risk and Assurance Framework, incorporates
integrated responsible investment, and whilst in ongoing development, is
aiming to link the emerging expectations and areas of focus from The
Pensions Regulator and LGPS governing bodies (including the Scheme
Advisory Board), with WMPF’s routine monitoring and controls. This will
strengthen risk management and identify areas for service development
while ensuring ongoing compliance with statutory requirements.
WMPF created its ‘House of Governance’ to provide assurance to
stakeholders on the management and administration of pension benefits.
With the Foundations built on regulation and statutory guidance, the Pillars
strengthening practices and processes through administration and record
keeping, continuous improvement in KPIs, accountability and openness and
transparency, and the Roof of Assurance borne out of WMPF’s Three Lines
of Defence.
The internal audit function of the City of Wolverhampton Council routinely
reviews WMPF’s risk, policies and internal controls, including those in
relation to responsible investment and stewardship.

LGPS Central and Engagement and Voting Services Provider Assurance
On behalf of WMPF, LGPS Central has carried out assurance controls of
investment operations during the reporting year. These controls include
testing of the accuracy of RI data and implementation of RI processes in
relation to LGPS Central’s voting policy, voting implementation, and
accuracy of voting data. In addition to the assurance controls, LGPS Central
carries out quarterly internal quality controls of engagement and voting data
before this is shared with West Midlands for reporting and disclosure
alongside Quarterly Stewardship Reports.
LGPS Central’s external stewardship provider, EOS at Federated Hermes,
has its voting process independently assured on an annual basis. Services
and assurance provided include proxy voting by EOS on behalf of the West
Midlands Pension Fund, on assets held outside of LGPS Central pooled
vehicles, in accordance with agreed voting principles.

Review Process
During March 2021 WMPF engaged the services of a third party
Stewardship provider to undertake gap analysis on WMPF’s stewardship
process and policies. The analysis mapped WMPF’s stewardship activities
reporting to the 12 principles of the 2020 UK Stewardship Code. The gap
analysis provided an indication of areas where WMPF is likely to meet the
standard expected of the Code as well as identifying areas where more
could be done to develop or enhance compliance.
During 2021 WMPF will be utilising this feedback to continue to develop
practices to meet the enhanced standards set by the new code.
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INVESTMENT
APPROACH

PRINCIPLE 6
• Fund Membership
• Sustainable Futures
• Member Communication
Our Membership and Employer Profile
Membership Base

343,000+
Total Scheme Members

113,644
Contributing Members

West Midlands Pension Fund is part of the Local Government Pension
Scheme and is administered by the City of Wolverhampton Council on
behalf of all local authorities in the West Midlands and other employers who
have members in WMPF. Membership of WMPF is available to all local
government employees including non-teaching staff of schools and further
and higher education corporations in the West Midlands region together
with employees of scheduled and admitted bodies.

114,474
Deferred members

106,142
Pension Members

750+
Active scheme
employers
Active

113,644

Deferred

114,474

• Active members, who are currently employed by one of
WMPF’s employers

Pensioner

106,142

• Deferred members, who worked for a scheme employer in the past
and are entitled to receive a pension from WMPF in the future

Above figures as at 31/03/21

There are three categories of members within the West Midlands Pension
Fund with membership split roughly one third across each category.

• Pensioners, who are receiving their pensions
Employers

Employer Pages

Member Pages

WMPF has in excess of 750 employers split across a number of employer
categories. The majority of our employers are now academies, local
authority schools which have converted to academy status, with the
majority of membership and liabilities being attributable to the seven
metropolitan district councils.
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Investment Time Horizon

“The West Midlands Pension Fund is
the second largest of the regional
funds administered as part of the
Local Government Pension Scheme
(England & Wales), funded to
provide defined pension benefits
to its members”

“WMPF takes a long-term approach to
investing as its liabilities stretch into the
future”
The investment strategy of WMPF is set and implemented in
accordance with the Investment Strategy Statement incorporating WMPF’s
investment beliefs. The core objectives are to:
• achieve target investment returns
• ensure the solvency of WMPF
• enable the payment of pensions to members over the long term

Scheme Structure
The Local Government Pension Scheme is a statutory public
service scheme providing defined benefits to its members based on
their earnings and service*. The Scheme is administrated locally
through regional pension funds in England, Wales and Scotland and
through a single fund in Northern Ireland. Benefits are funded by
member contributions and investment earnings, and are
guaranteed by statute, meaning that member’s pensions are
not affected by WMPF’s investment performance or
market conditions**.

WMPF adopts a long-term approach to investing, recognising the opennature of the Scheme, ongoing benefit accrual and pension liabilities
developing over many decades to come. In recognising the extended period
of future pension payments falling due, WMPF seeks to also take a proactive
approach to the management of assets taking into account the risk/return
profile of different investment opportunities over a range of time periods†.
Funding Strategy Statement
How solvency and risks will be
managed given Fund liabilities

Employer Covenant Monitoring
The financial capacity of
employers to meet their liabilities

* The scheme is a defined benefit arrangement with a final salary element for
service accrued prior to 1 April 2014 and career average revalued earnings
(‘CARE’) benefits accruing on and after this date.
** Contributions are made by active members of WMPF in accordance with the
LGPS Regulations 2013 and range from 5.5% to 12.5% of pensionable pay for the
financial year ending 31 March 2020. In addition to employee contributions,
employers' contributions are paid as set based on triennial actuarial funding
valuations. The valuation in relation to 2019/20 contribution rates was conducted
at 31 March 2016. Employer contribution rates during 2019/20 ranged from
10.2% to 44.7% of pensionable pay (Annual Report, 2020).

Investment Strategy Statement
How WMPF assets will be
invested, balancing risk and return

†

LGPS regulations require administering authorities to prepare and maintain an Investment
Strategy Statement (‘ISS’) . The ISS outlines WMPF’s investments objectives and investment
beliefs, identifies the risks WMPF faces and outlines how these risks are controlled/mitigated.
The ISS is supported by WMPFing Strategy Statement (FSS) and WMPF’s employer covenant
monitoring framework. Together these ensure an integrated approach to funding and
investment strategy and risk management supporting WMPF in meeting the regulatory
funding requirements.
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Creating a Sustainable Future for Our Members
Not more than five years ago, pensions were often dismissed as something
to think about at the end of working life. With renewed motivation, the focus
has now shifted to ensure pension funds work with individuals throughout
their working life to provide an income in retirement which ensures a good
standard of living.
Our core mission is to ensure that our members receive their pension
benefits when they fall due, but more than that, to ensure our members are
able to plan their retirement with access to information, guidance and
support about the benefits they can receive and the options available to
them.
For our employers we seek to work in partnership aligned to mutual service
delivery, to ensure they are able to fulfil their responsibilities to WMPF, are
aware of their evolving pension liabilities and provide a valued service for
their members.
We recognise the value in engagement with our partner organisations, be it
other LGPS Funds, service providers or industry bodies and the need to
continue to be alert and proactive to change.
We engage early to inform debate and work in collaboration to achieve
good outcomes for WMPF and wider LGPS.
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Communicating with Our Members
As a public service pension scheme, the West Midlands Pension Fund is
focussed on delivering value to our customers and stakeholders, ensuring
information and support is available at the right time to enable pension
members to effectively plan for their retirement.
WMPF continues to evolve its customer engagement annual plan and
member support which now includes both member and employer webinars.
The Customer Engagement Plan is tracked monthly and published on
WMPF’s website. The plan provides an overview of the methods and timing
of WMPF’s communication and engagement with our various stakeholders.
Since the onset of the Covid-19 pandemic WMPF has continued with its
regular communication which includes, amongst other activities:

1 Communicating with scheme members

• regularly updating our website content and design

2 Communicating with prospective members

• producing quarterly newsletters for employers

3 Member self-service

• producing annual newsletters, bespoke to our membership categories

4 Communicating with member’s representatives

• providing both members and employers with a variety of face-to face
support, webinars and events including our Mid-Year Review and
Annual General Meeting

5 Communicating with participating employers

Through the Be Pensions Smart campaign and developing member selfservice toolkit, WMPF seeks to inform members of the Local Government
Pension Scheme of their pension savings options and to engage and support
all in planning for retirement. Our objectives this year extend to focus more
on raising awareness of risks to pension saving, supporting members on the
potential pitfalls of fraud and scams.

7 Customer Engagement Strategy

6 Communicating with prospective employers

We believe societal influences also shape the level of interest individuals
have with their pension provider and have seen an increase in interest from
our members on how their pensions are invested and our programme of
active stewardship. We aim to tailor our information and engagement to life
events. This proves the most effective way to engage and facilitate
understanding and positive action.

BE PENSION SMART!
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Customer Satisfaction
WMPF prides itself on delivering communications of a high standard,
ensuring it is well placed to deal with changes and developments in the
new financial year. WMPF regularly collects feedback from its customers
at all events held throughout the year, as well as following contact with
customer services and issue of benefit information.

Events

Communication Through the Coronavirus Pandemic
In a year in which many organisations were forced to come to a standstill
and reduce service, we have adapted and been able to build new offerings
to support our members and employers through uncertain times.
Information and support services have moved online, our new employer
hub has launched and although the demand and need for face-to-face
engagement is still there, we have been able to provide a lifeline to many
at a time of great need and unfortunately, personal loss. Our increasing
need for technology and systems to develop to increase service
accessibility, develop working efficiencies and enhance controls has come
to the fore, with a focus on supporting and protecting our employees and
customers as they interact with WMPF and their pension savings.

COVID-19 FAQs

Employer Feedback

Customer Feedback

Excellent 54%
Good
44%
Satisfactory 2%

AGM Feedback

Very satisfied
46%
Satisfied
44%
No view expressed 6%
Not satisfied
4%
MYR Feedback

Excellent 64%
Good
30%
Satisfactory 6%

Exellent
Good

57%
43%

Corporate Plan 2021 – 2026
Our Corporate Plan for 2021-2026 has been developed following an
unprecedented year for WMPF, our members and employers. In
developing our Corporate Plan we have engaged with our People and
Stakeholders and have taken stock of the world in which we operate to
identify challenges, opportunities and risk which may determine our path
over the next one to five years. We have seen an appetite to continue to
adapt WMPF’s approach in how we engage, communicate and support.
With demand across all channels of delivery, there is greater opportunity
to reach our customers. We will continue to develop our people and
working environment to provide timely, accessible and cost-effective
services. Recognising the growing complexity and interest in pension
saving and how the contributions we collect are invested for the future,
we recognise and embrace the opportunity for collaboration with our key
stakeholders for mutual benefit.

Annual
Stewardship
Stewardship
Code
Report
Reporting
April 2020
2021 • Principle 6
3

39

PRINCIPLE 7
• RI Integrated Status
• ESG Integration and Engagment
• Integration of Climate Risk
Investment Strategy and Mandates
The West Midlands Pension Fund has taken responsible asset allocation into
account within the development of investment strategy and investment
mandates designed to support the implementation of investment strategy.
WMPF aims to invest in opportunities where positive environmental, social
and governance outcomes are expected to correlate with positive financial
performance. This has included focused investments in a Global Equity Low
Carbon Factor Fund, Sustainable Global Equity mandates, renewable
infrastructure and applying green standards on its direct property
investments. Together and alongside the ongoing portfolio-wide selection
and stewardship activity, these asset allocations and new strategies have
significantly increased exposure to lower carbon and sustainable strategies
over the past few years.
Mandate design and manager selection (where undertaken directly) has
set criteria for managers to undertake and report a programme of active
engagement with underlying companies, provide ESG metrics, with
investment principles and process tested for alignment with WMPF’s
investment beliefs, including those in relation to responsible investment
and climate change. Appointed managers are PRI signatories and adhere
to the UK Stewardship Code.

Furthermore, an initial assessment of WMPF’s exposure to climate-related
risks was carried out in 2017 by an external provider to understand the
extent to which WMPF was exposed to risks under a range of climate
scenarios and led to the development of WMPF’S Climate Change
Framework and Strategy. In 2020 WMPF again engaged an external expert
to assess progress against the 2017 assessment, also reflecting on changes
to WMPF’s strategic asset allocation (SAA) which were developed and
agreed in 2020. All asset classes were reviewed within 2°C, 3°C, and 4°C
scenarios.
This assessment found that the new SAA further enhanced the WMPF’s
position under 2-degree scenario. The analysis will be used as an input to
our future approach to climate risk.
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RI Integrated Status on new investment funds
Our pooling company, LGPS Central Ltd develops and monitors all new
pooled investment funds to meet a set standard for Responsible Investment
Integrated Status (RIIS) from concept and through lifespan of WMPF. The
LGPS Central Investment Committee approves and reviews each product's
RIIS status(es) and its continued application over time. The proposal and
ongoing application of RIIS is co-sponsored by LGPS Central’s Director of
Responsible Investment & Engagement and the relevant Investment Director.
By requiring co-sponsoring, LGPS Central ensures that Responsible
Investment & Engagement is an integrated process, not a siloed affair.
An RIIS proposal will be approved by the Investment Committee if and only
if the committee is satisfied that the combination of processes, techniques,
activities and reporting achieve, in a manner suitable to the asset class,
product, or mandate in question, LGPS Central’s agreed responsible
investment aims. These are: (1) primarily, to support the LGPS Central’s
investment objectives; (2) secondarily, to be an exemplar for RI within the
financial services industry and raise standards across the marketplace.
RIIS criteria to be met will typically include:
• Responsible investment beliefs relevant to the asset class or
mandate in question
• Relevant RI related documentation that supports the decision
to invest, e.g. policies and procedures at external managers
or co-investors
• Fund managers factor RI and ESG into their selection of
portfolio assets
• RI reviews are carried out by WMPF managers at regular
intervals (usually quarterly)
• Stewardship responsibilities are carried out thoroughly
(engaging with companies, shareholder voting, manager
monitoring, industry participation)
• Fund managers are transparent in their reporting to clients and
the wider public
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RI Integrated Status Example: Private Equity
We believe that responsible investment is supportive of risk-adjusted returns
over the long term, across all asset classes. The RI-integrated Status
approach for Private Equity (funds) is broadly split into three components:
Selection, Stewardship and Transparency & Disclosure.
• Selection: RI is integrated into due diligence on a 5-pillar scoring
framework that covers: Policy, People, Process, Performance and
Transparency & Disclosure. If a fund is considered high risk, either due
to its sector or geographical location, a more rigorous due diligence
assessment is conducted. The findings of the due diligence report are
considered as part of the Company’s Private Markets Investment
Committee approval process, with additional ESG disclosure agreed by
side letter, on appointment, as required.
• Stewardship: Ongoing RI monitoring of Private Equity funds is
undertaken on a biannual basis, or more frequently where risks are
flagged. There is an established ‘traffic light’ system to monitor fund
investments, which includes a specific traffic light for RI&E. In addition,
annual reviews re-examine the RI&E processes of WMPF and provide
an opportunity to identify improvements and feedback on areas we
believe require enhancements.
• Transparency & Disclosure: RI is included in quarterly performance
reports received and reviewed by the West Midlands Pension Fund.

LGPS Central’s Monitoring of Managers’ ESG
Integration and Engagement
LGPS Central require external equity and fixed income fund managers to
complete a quarterly ESG questionnaire. Some disclosure items are "by
exception" (for example alerting us to changes in ESG process or personnel)
and others are mandatory.
LGPS Central receives quarterly data from external fund managers on the
number of engagements undertaken and the weight in portfolio. LGPS
Central sets expectations regarding the volume and quality of engagement,
and assesses climate risk including portfolio carbon footprint, and exposure
to oil, gas and coal producers.
In order to send a unique voting signal to investee companies LGPS Central
votes its shares - whether externally or internally managed - according to
one set of Voting Principles. Whilst the ultimate voting decision rests with
LGPS Central, we have a procedure through which we capture intelligence
and recommendations from external fund managers. See further detail on
LGPS Central’s monitoring of external managers under Principle 8.
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Integration of Climate Change Risk
During the course of 2020, LGPS Central conducted an in-depth climate risk
assessment for West Midland Pension Fund . This developed further the
climate risk analysis West Midlands Pension Fund undertook over 2017/18
and aided in informing progress in delivering on the targets set in WMPF’s
2019 Climate Change Framework and Strategy. The combination of bottom
up & top down analysis undertaken has informed strategic asset allocation,
mandate design, engagement themes and risk monitoring. The top-down
work is at the asset-allocation level and considers the financial
consequences in terms of outlook for Fund investment return, given
plausible climate change scenarios. The bottom-up analysis is at the
company/asset level and considers carbon risk metrics such as portfolio
carbon foot printing, exposure to fossil fuel reserves, carbon risk
management, and investments in clean technology.
The 2020 Climate Risk Report aided WMPF’s production and publication of
its first stand-alone TCFD report in December 2020. LGPS Central’s work
has also provided independent review of WMPF’s governance and strategy
in relation to climate change and provided recommendations and
information to support risk management and monitoring through a suite of
metrics, thereby supporting WMPF in ensuring consideration of the four
disclosure pillars recommended by TCFD. To the right is a summary of the
methods used to assess financially material climate-related risks and
opportunities.
Climate risk will continue to be assessed on an annual basis, with scenario
analysis every three-years. 2021 review will explore how metrics have
changed in the past year, as investment strategy and implementation has
continued to evolve and progress against the Climate Stewardship Plan.

Section
Governance

Analysis
A review of WMPF’s documentation from the perspective
of climate strategy setting and issue recommendations on
how the WMPF could improve its governance of climaterelated risk.

Strategy

Using the services of Mercer, assessment of the extent to
which the WMPF’s risk and return characteristics could
come to be affected by a set of plausible climate scenarios.
This includes an estimation of the annual climate-related
impact on returns (at fund and asset-class level), and
climate stress tests (to explore the potential impact of a
sudden climate-related price movement).

Risk
Management

A Climate Stewardship Plan which identifies the areas in
which stewardship techniques could be leveraged to
further understand and manage climate-related risks within
the portfolio. The plan includes plans to engage both
individual companies and fund managers.

Metrics &
Targets

A bottom-up carbon risk metrics analysis at the company
and portfolio level. For the most part, four types of carbon
risk metric are utilised: portfolio carbon footprint, fossil fuel
exposure, weight in clean technology and climate risk
management (via the Transition Pathway Initiative).
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PRINCIPLE 8
• Asset Manager Monitoring
• Manager Engagement
Asset Manager Monitoring
Either directly or through Fund management arrangements, WMPF aims
to put its responsible investment beliefs into practice through actions taken
both before the investment decision (which we refer to as the selection of
investments) and after the investment decision (the stewardship of investments).
WMPF is aiming for full integration of responsible investment principles
throughout investment strategy, process and monitoring, with evidence
of increasing use of ESG risk factors in decision making throughout the
investment value chain. WMPF aims to be transparent to its stakeholders
through regular, high quality disclosure. Disclosures are made quarterly
through Pension Committee meetings, regular updates to WMPF’s website
and annually through WMPF’s Annual Report and Accounts and the Climate
Related Disclosure Report. Together these ambitions yield WMPF’s three RI
pillars: Selection, Stewardship and Transparency and Disclosure.

Responsible Investment

Selection

Stewardship

Engagement

Voting

Transparency & Disclosure
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Selection
WMPF aims to be aware of and monitor financially material RI issues in the
context of investment and manager selection, whether this is through
directly appointed external managers, or funds managed by LGPS Central
Ltd. WMPF extends this principle of ‘engagement for positive change’ to the
due diligence, appointment and monitoring of fund managers across all
asset classes.
Due Diligence
WMPF collects the following information from each manager before they
are appointed where applicable to the asset class:
• Copy of their RI or stewardship policies (or equivalent) which articulates
how RI factors, whether stemming from research, stewardship activities
or other sources, are integrated into their investment process.
• Case studies or examples of where RI issues have influenced an
investment decision.
• Information on the process for integrating any third-party RI data into
their company financial models, investment strategies and portfolio
construction.
• Fee transparency and evidence of disclosure, noting commitment to
sign-up to the LGPS Code of Transparency as a condition of
appointment.
• RI reporting format, incorporating both quantitative and qualitative risk
assessment.
• Whether they are a signatory of the UN-backed Principles for
Responsible Investment (PRI) and UK (or other) Stewardship Code.
In 2019, WMPF led on the development of a Global Sustainable Equities
Framework for the LGPS Central Pool. Working with LGPS Central and
external advisers in the manager selection process, five managers were
appointed to the framework, each of whom were able to demonstrate true
integration of sustainability in their investment processes. Three managers
have since been appointed to manage assets for WMPF in 2020.

Appointments
WMPF assesses the RI capability of a Fund manager as a factor within each
of the people, process and performance categories. In its decision to appoint
a Fund manager, WMPF takes a balanced consideration of all relevant
factors including RI. However, WMPF will pay particular attention to
adherence to relevant soft regulatory codes depending on the market in
which it invests.
In practice, this means WMPF is willing to hire a fund manager at an early
stage of developing its RI approach so long as there is a demonstrable RI
commitment and a willingness to improve in their approach over a short and
defined time period. In alignment with the guiding principle on “Engagement
and Collaboration”, WMPF believes that there is added value in working
with managers to develop their approach.
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Monitoring
External fund managers are monitored in order to ensure the ongoing
application and efficacy of their approaches to RI and stewardship.
In 2019, LGPS Central launched its All World Equity Climate Multi Factor
Fund, which incorporates three climate change considerations in the
construction of the underlying benchmark and portfolio: carbon emissions,
fossil fuel reserves and green revenues. The fund was designed to take into
account the risks associated with climate change and at the same time
achieve superior returns over the long-term. Since launch, WMPF alongside
other investors has worked with LGPS Central and the benchmark provider
to further improve the climate credentials of the underlying portfolio.
Enhancements to the portfolio construction process were developed in 2020
and implemented in 2021 resulting in significantly improved carbon
emissions (versus a standard market capitalisation index), reduced fossil fuel
exposure and increased exposure to green revenues; all above and beyond
those already achieved from the original fund design and methodology.
Managers report on a regular basis to both WMPF and LGPS Central in
respect of how engagement activities have been discharged during the
period in review. In 2020, LGPS Central’s external managers conducted 203
direct engagements with companies held in the Global Equity Active MultiManager Fund and Emerging Equity Market Active Multi-Manager Fund
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Manager Engagement

In Q4 2020 BMO conducted an engagement with a large multinational consumer goods
company on potential forced labour risks in supply chains connected to the Xinjiang Uyghur
Autonomous Region. BMO have asked the company to conduct enhanced due diligence for
operations in high risk regions where standard auditing procedures may not suffice. The
engagement forms the start of a targeted programme by BMO addressing human rights risks in
the supply chains of fifteen multinational companies.

In Q3 2020, Schroders initiated a large-scale engagement with over 20 companies on their
political lobbying. The sectors of the companies covered in the engagement include Financials,
Technology, and Pharmaceutical. The engagement was initiated following research on political
lobbying and its relationship to companies’ financial performance coupled with the rise in
shareholder resolutions focusing on political lobbying. Schroders explained the reporting
expectations, which focus on transparency and alignment, that they expect these companies
to adhere to.

On the whole, engagement undertaken by LGPS Central’s external managers in 2020 has been
comprehensive and robust. These managers are all long-term investors with sizeable positions
in their highest conviction portfolio holdings, giving them excellent access to company
management which they used effectively to drive company change. There were a few
occasions where the level of engagement disclosure was unsatisfactory, or where the link
between an engagement and subsequent investment decision-making was not clear. In these
instances, fund managers were marked down during our traffic lights rating review and LGPS
Central discussed its concerns in the quarterly meetings.
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An example of this occurred in Q2 2020 when LGPS Central downgraded two parts of the traffic
light score of one manager from level three (green) to level two (amber). LGPS Central asked
for assurances regarding the consistency of ESG integration across the portfolio, as the
manager appeared confident in pre-prepared examples of ESG analysis, but less so in the
companies that LGPS Central had selected. It was also unclear how the outcomes of recent
engagements had been incorporated back into investment decision-making. Six months later,
LGPS Central has now reinstated part of this score. After initiating a two-way dialogue LGPS
Central was able to attain a much better understanding of how the manager’s engagement
outcomes feed back into portfolio construction. LGPS Central still is not fully comfortable with
the explanation of ESG analysis and will continue to press the manager during quarterly
discussions. Anything that is not adequately addressed during these quarterly meetings will be
scrutinized as part of LGPS Central’s in-depth annual manager review.

LGPS Central views engagement with fixed income issuers as fully possible and value accretive
in fixed income investing, both via information gains and via the potential to influence company
management. LGPS Central tests this during the initial due diligence process when selecting and
onboarding managers. The pool looks for evidence of robust issuer engagement and any
manager unable to provide this is marked down. Following on from the selection process, LGPS
Central continues to monitor engagements undertaken by fixed income managers during
quarterly monitoring meetings. LGPS Central seeks to determine whether the manager is
successfully enacting the level of engagement that was pitched, and challenge accordingly their
response seems unsatisfactory. These discussions subsequently feed into LGPS Central’s
internal manager scoring system.

The engagement conducted by LGPS Central’s fixed income managers in 2020 is assessed as
rigorous and effective. One of the Emerging Market Debt managers, M&G, have developed an
enhanced engagement process. This includes a Climate Engagement Priority 100 list which is
selected according to a multitude of factors including: contribution to total emissions; likelihood
of achieving change; size and materiality of holding; and position as a leader/laggard relative to
the wider industry. This high-quality stewardship gives LGPS Central confidence in M&G’s ability
to effectively manage the climate-related risks the portfolio may be exposed to.
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ENGAGEMENT

PRINCIPLE 9
• Engagement
Engagement with Issuers
WMPF believes that effective management of financially material
environmental, social and governance risks will support WMPF’s
requirement to protect and enhance investment returns over the long term.
WMPF seeks to integrate responsible investment factors into the
investment process across all relevant asset classes. WMPF aims to exercise
all voting rights it holds and seeks engagement with companies as part of its
voting and engagement strategy to add value to WMPF.
Engagement versus Exclusion

“Investee companies with robust governance
structures should be better positioned to handle
the effects of shocks and stresses of future events”
There is risk but also opportunity in holding companies that have weak
governance or financially material exposure to environmental, social and
governance risk factors. Thus, WMPF prefers to adopt a policy of risk
monitoring and engagement in order to positively influence company
behaviour and enhance shareholder value, influence that would be lost
through a divestment approach. WMPF extends this principle of ‘engagement
for positive change’ to the due diligence, appointment and monitoring of
external fund managers and the development of their RI approach.
WMPF believes and has evidenced that it will improve its effectiveness by
acting collectively with other like-minded investors because it increases the
likelihood that it will be heard by the company, fund manager or other relevant
stakeholder compared with acting alone. WMPF will continue to monitor the
success of both its individual but also collective engagement with investee
companies, managers, policy makers and other relevant stakeholders.
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Voting
Where practical, WMPF aims to vote in every single market in which it invests
in alignment with corporate governance best practice guidelines. In the
interests of sending a consistent signal to investee companies, WMPF utilises
its investment pool company, LGPS Central, and their appointed a third- party
provider for analysis of governance issues and executing its proxy voting
rights across all markets in which it invests.
At the present time, WMPF believes that the advantage of a consistent signal
outweighs the inherent disadvantages to disconnecting the voting function
from the investment and engagement decisions of external fund managers.
Research and Engagement Through Partnerships
WMPF’s strategy is to engage with its investee companies and other key
stakeholders through partnerships. A significant part of WMPF’s research
and engagement programme is supported by and implemented through
partnerships including the Principles for Responsible Investment (PRI), the
Local Authority Pension Fund Forum (LAPFF), EOS at Federated Hermes
(via a contract held by LGPS Central Ltd), Institutional Investors Group on
Climate Change (IIGCC) and, Cross Pool RI Working Group the UK Pension
Fund Roundtable.
Company Engagement
WMPF’s approach includes bottom-up engagement – which targets
improvements on specific issues at individual companies – and top-down
engagement – which identifies particular themes of long-term economic
significance and of relevance for stakeholders. WMPF will, either directly,
collaboratively or through specialist service providers or fund management
arrangements:
• Hold constructive dialogue with investee companies
• Encourage the disclosure by companies of RI issues
• Participate in the development of public policy on RI issues
• Disclose and maintain a policy for identifying and managing conflicts of
interest with the aim of taking all reasonable steps to put the interests of
WMPF’s beneficiaries first.

Annual
Stewardship
Stewardship
Code
Report
Reporting
April 2020
2021 • Principle 9
3

51

Stewardship Theme Engagements:
Progress and Outcomes

Australia and New Zealand

Developed Asia

EOS engaged with 35 companies
over the last year.

EOS engaged with 121 companies
over the last year.

“Through our engagement partnerships WMPF
engaged with more than 1,000 companies on
material ESG related issues in the course of 2020”
Engaging our Portfolio Companies
Through LGPS Central Limited, WMPF utilises EOS’ global engagement
team to further our stewardship ambitions at the companies in which we
invest. During 2020, EOS engaged with 757 companies in WMPF’s
portfolios on a range of 1076 environmental, social, governance, strategy,
risk and communication issues and objectives. EOS’ holistic approach to
engagement means that it typically engages with companies on more than
one topic simultaneously.

Environmental
Social and Ethical
Governance
Strategy, Risk
& Communication

26.6%
6.1%
61.2%
6.1%

Environmental

22%

Social and Ethical

20.9%

Governance

37.7%

Strategy, Risk
& Communication

19.4%

Global

Emerging Markets

Europe

EOS engaged with 757 companies over the last year.

EOS engaged with 66 companies
over the last year.

EOS engaged with 151 companies
over the last year.

Environmental

23.7%

Social and Ethical

19.1%

Governance

40.4%

Strategy, Risk
& Communication

16.8%
Environmental

24.9%

Environmental

21.7%

Social and Ethical

12.4%

Social and Ethical

19.9%

Governance

40.0%

Governance

41.4%

Strategy, Risk
& Communication

22.7%

Strategy, Risk
& Communication

17.0%
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North America

Environmental

Social and Ethical

EOS engaged with 269 companies
over the last year.

Environmental topics featured in 32%
of engagements over the last year.

Social and ethical topics featured in
20% of engagements over the last year.

Environmental

25.5%

Climate Change

Social and Ethical

17.8%

Forestry and Land Use

Governance

40.1%

Pollution and Waste Management

Strategy, Risk
& Communication

16.6%

Supply Chain Management
Water

76.5%
2.9%

Bribery and Corruption

3.6%

Conduct and Culture

14.6%

Diversity

21.7%

4.9%

Human Capital Management

21.5%

4.1%

Human Rights

28.0%

Labour Rights

7.2%

Tax

3.4%

11.6%

UK

Governance

Strategy, Risk and Communication

EOS engaged with 115 companies
over the last year.

Governance topics featured in 32% of
engagements over the last year.

Strategy, Risk and Communication topics featured
in 16% of engagementsover the last year.

Environmental

23.1%

Board Diversity, Skills and Experience

23.5%

Audit and Accounting

Social and Ethical

24.1%

Board Independence

13.9%

Business Strategy

Governance

40.2%

Executive Remuneration

43.9%

Cyber Security

Strategy, Risk
& Communication

12.6%

Shareholder Protection and Rights

14.6%

Integrated Reporting and Other Disclosure

25.7%

Risk Management

21.6%

Succession Planning

4.1%

7.4%
39.3%
6.0%
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Engaging on Issues Common and Relevant to WMPF as
Part of the LGPS
WMPF is a founding member of the Local Authority Pension Fund Forum
(LAPFF) and WMPF’s Director of Pensions is currently LAPFF’s Honorary
Treasurer. LAPFF is the UK’s leading collaborative shareholder
engagement group encompassing 82 local authority pension funds and
seven investment pools from across the country with combined assets of
around £300 billion. WMPF is an active participant in LAPFF’s engagement
programs. Membership of LAPFF provides WMPF with:
• independent research and advice on the RI risks of companies to inform
further stakeholder engagement
• advice on the governance practices of companies
• a forum to engage with companies to improve governance practices.
On behalf of WMPF LAPFF issued a select number of voting alerts during
the year to escalate engagements with companies where engagement has
been ineffective to date, or where companies have failed to engage at all.
Alerts were chosen to reflect engagement priorities of the Forum and
comprised climate, employment standards, and human rights topics.

WMPF Stewardship Themes 2020 – 2023
WMPF is aware that the range of potential engagement themes is
substantial. A focused approach is preferred to ensure engagement
efforts are targeted effectively.
Reflecting on a range of potential themes, the following were
recommended and approved for the 2020 – 2023 as being key
priorities for WMPF:
• Climate Change
• Sustainable Food Systems
• Human Rights
• Responsible Financial Management
WMPF reports developments and progress against each theme to
Pensions Committee on a quarterly basis.

LAPFF 2020 Annual Report

In response to feedback and developing market practice, engagement
progress and outcomes are now more routinely reported to WMPF as part
of the quarterly and annual engagement and monitoring reports prepared
by LGPS Central and LAPFF and are incorporated into WMPF’s own
monitoring and reporting framework.
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Climate Change
Stewardship strategy: Engagement is done through key collaborative
initiatives including Climate Action 100+ (CA100+), Institutional Investor
Group on Climate Change (IIGCC) and the Transition Pathway Initiative
(TPI).
Measures of success: We assess progress against the underlying
objectives of the CA100+ engagement project, and against improvements
on TPI scores for management quality and carbon performance.
Our aims are:
• For LGPS Central on behalf of WMPF, to lead or be in the focus group
of at least three CA100+ company engagements over the next year.
• To see improvements on TPI scores for management quality in
key engagements.
• To see improvements on TPI scores for carbon performance in
key engagements.
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Engagement Highlights
• During 2020 WMPF, in conjunction with LGPS Central, Climate Action
100+, IIGCC and the TPI, undertook 10 live climate related
engagements (eight of which are Climate Action 100+ companies).
• We have seen progress during the reporting year through the setting
of net-zero by 2050 ambitions and initial steps to set short- and
medium-term targets aligned with long-term ambition. There is also
progress among the majority of these companies in partially or fully
including Scope 3 emissions in target-setting.
• Voting implemented on our behalf by LGPS Central is, whenever
possible and in line with WMPF’s preferred approach and climate
change commitment, engagement-led and aligned to expectations of
the Paris Agreement. More specifically and in step up of approach
agreed for 2021, if a company is assessed by the TPI’s Management
Quality Framework to be at a level 2 or below (where 4 is maximum
score), LGPS Central will consider voting against the company Chair,
and other relevant directors or resolutions. Ahead of the 2021 voting
season, LGPS Central expresses a heightened expectation in that
companies should be above a level 3 in TPI’s Management Quality
Framework.
• As evidenced through the CA100+ Benchmark Framework
assessments (published in March 2021), most companies are still in the
early stages of the shift to a net zero economy. In particular, there are
gaps in aligning capital expenditure plans with net-zero ambitions and
in linking delivery of climate targets with remuneration. Climate policy
lobbying also remains an area of concern, where most companies
need to improve processes and transparency around how they ensure
alignment with their own climate positions and the advocacy done on
their behalf through industry associations.

Climate Change Engagement Case Study
During 2020, LGPS Central (on behalf of WMPF) continued engagement
with audit committees of companies with high exposure to climate change
risks. The initiative is a satellite to the CA100+ engagement project and
supports the overall goals of CA100+.
In November 2019, letters went to three oil and gas majors – BP, Shell and
Total – asking for assurances that key financial disclosures to shareholders
take due account of all risks, including climate change. If climate risk is not
taken into account, the longevity and value of assets held by the company
may be over-estimated, which could lead to capital being misdirected.
The investor group, led by Sarasin & Partners, published a statement in
June 2020 welcoming a recent announcement by BP that the company will
lower long-term oil and gas price assumptions used in financial statements
to reflect a decarbonising world. The group commended BP for this move
and the statement also positively acknowledges the fact that Shell and
Total have similarly lowered their oil and gas price assumptions used in
their 2019 audit accounts.
The companies in question are willing to engage on the subject and this
positive momentum has been harnessed during 2020 through a broader
engagement based on a set of Investor Expectations for Paris-aligned
Accounts. These expectations were communicated by letters to 36
energy, material, transportation companies in November of 2020.
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Plastic Pollution
Stewardship strategy: Through LGPS Central we will leverage investor
collaboration opportunities for instance through the PRI Plastics Working
Group and Investor Forum’s Marine Plastic Pollution project. Voting will as
far as possible be engagement led, and we will consider co-filing or
supporting shareholder resolutions that relate to better risk management
(reduce plastic use, reduce plastic waste, increase recycling, invest in
relevant research and development).
Measures of success:
• We aim for positive interactions at senior levels of target companies
and acknowledgement of plastic as a business risk, along with
commitments to strategies or targets to manage those risks.
• We aim to lead or be part of at least three plastics-related company
engagements over the next financial year.
• We aim to support investor expectations – e.g. as expressed by the
PRI Working Group – in dialogue with companies.

Engagement Highlights

“With increasing attention from governments to
the negative impacts of plastic use and
consumers calling for less harmful alternatives,
investee companies in the plastic value chain are
exposed to increasing regulatory risks,
environmental risks, reputational risks and the
risk of missing out to market developments”
• Six live engagements during the reporting year with an objective of
engaging and supporting progress for companies in a ‘plastics
transition’ - to reduce, re-use and replace fossil-fuel based plastics.
• 1-2 meetings have been held with each of the companies in the course
of 2020 with an overall high level of receptiveness to investor
concerns.
• Collaborative engagement through a sub-group of the PRI Plastic
Working Group, led by Dutch investors Achmea Investment
Management and Actiam.
• Direct engagement has been combined with “knowledge sharing”
events hosted by PRI Plastic working group where some of the
companies have taken part.
• Sector-specific expectations have been developed by the broader PRI
working group and engagement will continue with the six companies
during 2021 based on these.
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Case study
In 2020 LGPS Central engaged a US-based industrial packaging company.
The company has seen a greater interest from its customer base for
sustainability in the last 4-5 years and as a result, is expanding its postconsumer resin (PCR) products, capabilities and technologies.
PCR plastics are recycled materials from existing polyethylene
terephthalate (considered safe and is represented on water bottles as a
safe option) and other plastics. Demand for PCR is greater among
customers in Europe than in North America and the Company is actively
educating its customers both on the quality and safety of recycled products
and on emissions impacts for specific products.
In all these engagements, the investor group would like to see ambitious
targets for reduction, re-use and replacement of plastic and clear Key
Performance Indicators (KPIs) and timelines for how targets can be
achieved. The aforementioned Company is currently going through a KPI
setting procedure and we encouraged them to integrate relevant KPIs on
sustainability progress in executive remuneration. The Company seems to
welcome further investor input to the KPI setting process, and the group
will continue dialogue to discuss the development of targets and what
progress is being made against those.
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Human Rights: Social Media
Stewardship strategy: We will leverage investor collaboration
opportunities for instance the New Zealand Super-led coalition aimed at
eliminating terrorist and violent extremist content online. Voting will as far
as possible be engagement led, and we will consider co-filing or
supporting shareholder resolutions that relate to better risk management
on social media content control and human rights risks.
Measures of success:
• We aim for positive interactions at senior levels of target companies
and acknowledgement of the above-mentioned risks faced by many
tech companies.
• We aim to lead or be part of at least three engagements with tech
companies over the next financial year.
• We aim to support benchmarks such as Ranking Digital Rights, the
Workforce Disclosure Initiative and a potential new SASB standard on
social media content control.

Engagement Highlights
• Six live engagements
• WMPF is part of two collaborative initiatives: one focusing on social
media content control, and one addressing human rights more broadly
• Big tech companies have initially been hard to engage due to the
founder/owner governance structure of most of these companies and
a seeming inclination to ignore minority shareholders’ voices
• The social media content control engagement project led by the New
Zealand Crown-owned investors, has garnered impressive investor
support from 102 financial institutions including West Midlands
Pension Fund and LGPS Central since inception in March 2020
• In the face of Covid-19 and a highly polarised US presidential election
November 2020, the social media content control engagements
garnered momentum through pressure from advertisers and other
stakeholders (including World Federation of Advertisers) on harmful
content including hate speech and aggression

Please refer to the Human Rights section in Principle 10 for case
study examples.
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Responsible Financial Management
Stewardship strategy: We will leverage investor collaboration
opportunities for instance through PRI Tax Investor Working Group and a
newly initiated Tax Roundtable (led by NBIM (Norway) and APG
(Netherlands)). Voting will as far as possible be engagement led, and we
will consider co-filing or supporting shareholder resolutions that relate to
better risk management (through tax policy, board oversight, country-bycountry reporting).
Measures of success:
• We aim for positive interactions at senior levels of target companies
and acknowledgement of lack of tax transparency as a business risk,
along with commitments to strategies or targets to manage those risks.
• We aim to lead or be part of at least three tax-related company
engagements over the next financial year.
• We aim to support investor expectations – as expressed by the GRI tax
standard and the UK Fair Tax Mark – in dialogue with companies.

Engagement Highlights
• Six live engagements.
• LGPS Central has formed a collaboration with four other European
investors which is a sub-group to a broader Tax Roundtable led by
Norges Bank Investment Management and APG.
• Group has sought engagement with companies across technology,
telecommunications, finance and mining sectors where a low effective
tax rate was an initial concern with several of these.
• Engagements have been initiated through letter outreach and
subsequent meetings with five out of six companies.
• Key asks: Board oversight of tax policy and risk assessment; disclosure
of tax strategy and policy; robust management of tax related risks,
including preferably a country-by-country tax disclosure; link between
company’s purpose, sustainability goals and tax strategy; engagement
with tax policy makers and other stakeholders.
• Alongside direct engagement, the broader Tax Roundtable is
developing a set of Tax Transparency expectations that amalgamate
expectations set by individual investors.
• Engagement will continue with all companies, bar one, which is
considered a best practitioner, and may be expanded in scope. The level
of tax transparency is generally low across companies and sectors.
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Case study
In conversation with a US-domiciled software and services company,
LGPS Central, on behalf of WMPF, and fellow investors discussed the
Company’s approach to tax and how it defines and manages tax related risks.
The Company established a Global Corporate Income Tax Matter Policy in
2019 and we were told that the Board stays closely involved and asks
questions around tax risk through its Audit Committee. The investor group
probed the Company on its tax strategy for digital products and the use of
foreign jurisdictions with lower tax rates. It is generally concerning if
companies appear to utilise aggressive tax planning strategies.
While the company we engaged assured investors that it is not seeking tax
havens, we would like to see that more clearly articulated in both policy
and practice. The Company has a subsidiary incorporated in Ireland, but
which is tax resident in another jurisdiction paying zero tax. This raises
some ‘red flags’ from the outset and does not appear to be in line with
OECD’s Base Erosion and Profit Shifting Framework.
The investor group will seek further clarification from the Company on the
underlying realities and whether we might expect a change in tax practices
under the newly established tax policy.
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PRINCIPLE 10
• Collaborative Engagement
• Collaboration Examples
Collaborative Engagement to Influence Issuers
Responsible investment and implementation of our Climate Change
Framework and Strategy has remained a priority throughout 2020, together
with continuing to build collaborative partnership arrangements to support
implementation of this and our wider investment strategy.
Our engagement network and commitments have broadened over the year as
we look to increase collaboration for global influence and continue active
stewardship in partnership to drive an increased pace of change, calling out
where action is needed to protect human rights and increase responsible
financial management. Sustainability and long-term resilience are themes which
flow through our investment strategy, engagement priorities and corporate
agenda.

“WMPF believes working collaboratively with
other investors will deliver improvements to
the way in which companies are managed and
the provides the opportunity to influence
wider policy which could impact on the long
term returns to WMPF”

We recognise the value in engagement with our partner organisations, be it
other LGPS Funds, service providers or industry bodies and the need to continue
to be alert and proactive to change. We engage early to inform debate and work
in collaboration to achieve good outcomes for WMPF and wider LGPS.
During 2020 engagement through LAPFF and LGPS Central has contributed to
changing company responses to climate change, developing industry standards
to tackle the impact and risk of plastic pollution and challenge the global action to
protect and ensure the safe use of our online spaces. WMPF has also continued
to respond and act on a number of specific social and human rights issues,
supporting initiatives to tackle workforce practices, modern slavery and the use
of controversial weapons, engaging with members, policy makers and
interested campaign groups during the year.
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Participation in Collaborative Engagement
Climate Change
Climate Action 100+
WMPF has been an active member of Climate Action 100+ (CA100+) since
its inception.
CA100+ engages 161 companies across the globe that are responsible for
80% of industrial carbon emissions globally. The project is currently being
ramped up through a Benchmarking initiative asking companies to set an
explicit target of net-zero emissions by 2050, and to provide verifiable
evidence that this will be achieved in the short, medium and long term.
Through LGPS Central, WMPF is actively involved in leading and/or
supporting eight CA100+ engagements across mining, oil & gas, industrial
technology, and integrated energy sectors. All companies have set a highlevel ambition of being net-zero by 2050, with varying remits in scope.
We are pleased to note that two of the eight companies engaged directly
(Glencore and Royal Dutch Shell) have made the decision to allow
shareholders an advisory vote on their respective Climate Transition Plans.
While neither company has fully disclosed strategies to achieve Paris
goals across all scopes and over relevant time horizons (2025, 2036 and
2050), they have taken key steps that can set each company, respectively,
on a Paris trajectory.
In the case of Glencore, we will particularly encourage clear and
ambitious short-term targets that align with their 40% GHG emissions
reduction target across all scopes by 2035, and net-zero by 2050. We will
also push the company to provide more information on their climate policy
lobbying activities, both directly and indirectly through industry
associations, giving shareholders assurances that misalignment will be
addressed in a robust manner.
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Institutional Investors Group on Climate Change
WMPF is currently actively involved in developing standards for “net zero
investors” through working groups of the Institutional Investors Group on
Climate Change, which aim to define the investment practices, policies and
corporate behaviours required to address climate change.
Launched in May 2019, IIGCC’s Paris Aligned Investment Initiative looks at
how investors can align their portfolios to the goals of the Paris
Agreement. Fund Officers are currently involved in two of the working
groups.
Climate solutions working group:
• Assess methodologies that capture relative impact of climate solutions
investment, such as methodologies for calculating avoided emissions.
• Aims to identify and address barriers, provide insight to best practice,
and build expertise, in relation to scaling up investment in climate
solutions.
Net zero working group:
• To support IIGCC members to implement net zero commitments and
use the Net Zero Investment Framework
• Top-down portfolio-level target setting
• Bottom-up company and sector-level alignment analysis

Net Zero Investor Framework
The framework was released for consultation to the
wider investment community in September 2020 ahead
of being published in 2021. It provides a common set of
recommended actions, metrics and methodologies through
which investors can maximise their contribution to
achieving global net zero global emissions by 2050.
Its primary objective is to ensure investors can decarbonise
investment portfolios and increase investment in climate
solutions, in a way that is consistent with a 1.5°C net zero
emissions future.
An ‘investment strategy’ led approach, supported by concrete targets
set at portfolio and asset level – combined with smart capital
allocation, and engagement and advocacy activity – ensures investors
can maximise their impact in driving real-world decarbonisation.
The Framework is intended to be adopted and implemented by investors
following its finalisation. More detail on this process will be shared
by the IIGCC in coming months and will help build momentum
in the run-up to the UN COP 26 climate talks.
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All Party Parliamentary Group Just Transition Inquiry
Stewardship responsibilities include identifying and responding to systemic
market risks and promoting a well-functioning financial system. To help
member funds meet these obligations, the Forum engages policymakers
and parliamentarians, including through an All Party Parliamentary Group
(APPG) on Local Authority Pensions that LAPFF established.
This year the APPG, chaired by Clive Betts MP, heard from, among others,
the Minister for Pensions and Financial Inclusion, Guy Opperman MP, who
outlined pensions legislation he was putting through parliament to address
the systemic risks of climate change and of broader ESG issues.
Through the APPG the Forum made the case for addressing climate risk
and suggested that the scale of the challenge required government,
investors and other stakeholders to work together. Councillor McMurdo,
addressing the APPG, backed the government’s legislative efforts and
made the case for mandatory reporting, which was lacking in the Financial
Conduct Authority’s (FCA) proposed rule change for listed companies.
Through the APPG LAPFF has made the case for addressing systemic
risks and the government has been consulting on Taskforce for Climaterelated Financial Disclosure (TCFD) reporting for companies and investors.
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Sustainable Food Systems
Deforestation

“WMPF recognises the crucial role that tropical
forests play in tackling climate change,
protecting biodiversity and ensuring ecosystem
services, which again has an impact on economic
development and the stability and wellfunctioning of capital markets”
This year, on behalf of WMPF, LAPFF has given greater focus to the
importance of preventing deforestation in order to stem climate change.
Longer term collaborative engagement with palm oil producers and refiners
has been around the promotion of sustainable palm oil to prevent widescale clearcutting of palm forests. More recently, LAPFF has participated in
engagement, led by Storebrand in collaboration with 33 other investors
representing $4.6 trillion, focusing specifically on Brazil to exert pressure on
agribusiness and lawmakers. LAPFF and fellow investors expect Brazilian
authorities to halt and reverse deforestation while allowing investors access
to data to monitor progress. The Brazilian government acknowledges the
urgency in reducing illegal deforestation, however actions taken so far have
been inadequate and the rate of deforestation in the Amazon is sadly
continuing to increase.

Plastic Pellet Industry Standard
Plastic pollution is a very serious global issue, with billions of plastic pellets
or “nurdles” making their way into the natural environment each year. This
poses a serious threat to the ecosystem and is potentially also a health
threat to people.
Through LGPS Central, WMPF is collaborating with the Investor Forum,
peer investors and other stakeholders including Marine Scotland, the
British Plastics Federation and the British Standards Institute to sponsor
and create the first industry specification to prevent plastic pellet pollution.
The new specification, a so-called Publicly Available Specification (PAS),
will set out measures to prevent plastic pellet leakage and help companies
demonstrate good practice in pellet loss prevention across their supply
chains. The overarching goal of this PAS is to help companies achieve and
maintain zero pellet loss across their pellet handling operations. After 9
months of preparation, an expert group proposed a plastic pellet PAS
which went out for consultation during Q1 of 2021.
Influencing corporate practices on a theme across industries is a powerful
engagement tool and we will use the plastic pellet PAS as a direct reference
in engagement with relevant industries including plastics manufacturers,
transportation, retailing and recycling organisations once it is made public.

We will continue this important engagement, harnessing what appears to
be a joint view from both sides that the forest is more valuable standing
than destroyed.
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Human Rights
Modern Slavery Engagement
In March 2020, WMPF became a signatory of the Modern Slavery
Engagement Project, co-ordinated by Rathbones Bothers PLC. The
initiative sought investors to co-sign letters to a group of 25 FTSE 350
companies who have failed to meet the minimum reporting standards of
the Modern Slavery Action, Section 54. The minimum standard is that
companies over a certain size (turnover of more than £36 million per year)
must post a modern slavery statement on their website and have a
process in place by which the statement is: approved by the board; signed
by a director; and is reviewed annually. Rathbones carried out a similar,
but smaller engagement project last year, reaching out to four FTSE100
companies with the same request.
Mental Health Initiative
In April 2020 WMPF became a signatory of the CCLA FTSE 100 Mental
Health initiative, backed by signatories representing £2.2 trillion in assets
under management. The initiative was devised to encourage FTSE 100
constituent companies, as the UK’s largest listed business, to protect their
employee’s mental health during the extraordinary working environment
caused by Covid-19.
A combination of obligatory remote working, social isolation, quarantine,
bereavement and pending recession could have unanticipated mental
health consequences for a great number of people. This is a unique time
for workplace mental health, with no historical parallel from which to
learn. Thus far CCLA has received a large number of holding emails and
12 detailed responses.

Social Media Companies

“With technology dominating daily lives, the need
for good governance has led to significant
opportunities for institutional investors”
In 2020, WMPF, alongside LGPS Central, joined a collaborative
engagement initiative led by the New Zealand Superfund, aiming for social
media companies (Facebook, Twitter and Alphabet) to strengthen controls
around the live streaming and distribution of objectionable content
(documented in the Fund's January 2020 RI Pensions Committee paper).
As a direct response to a specific governance-level request by the
Superfund, Facebook has updated the charter of its Audit & Risk
Oversight Committee to explicitly include review of content-related risks
that violate its policies, and it will move not just to monitor or mitigate
such abuse, but to prevent it. Facebook noted its appreciation of the
Superfund’s constructive dialogue. Alphabet has also recently
strengthened the mandate of its Audit committee to explicitly include
oversight of civil and human rights-related risks. The Superfund hopes
that Twitter will follow suit.
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Responsible Financial Management
Engagement through EOS at Federated Hermes
Executive remuneration continues to be a topical issue and, against the
backdrop of the coronavirus pandemic, decisions on how to reward
executives have been thrown into sharp focus. During the quarter, EOS
looked for appropriate reductions to salaries and incentive pay and for
boards to use their judgement to ensure executives were not being
unduly insulated from the impacts of the crisis where others were not.
EOS opposed pay proposals where they did not believe appropriate
adjustments had already been made, such as at JPMorgan, Chase & Co,
Disney and Delta Airlines.
EOS has continued to make the case for switching to simpler pay
schemes based on long-term time-restricted stock, as the crisis exposed
the limitations of schemes reliant on stock options or ‘performancebased’ schemes for which boards struggled to set meaningful targets.
Underpinning this, EOS has applied its normal voting policy guidelines
that seek to address excessive pay and problematic pay structures
around the world.
EOS has been engaging with Tesco since 2014. Following recent
correspondence with Tesco’s board, EOS were pleased with the changes
made to the company’s culture and processes, particularly for financial
reporting and audit, risk management and enhanced transparency. EOS
was satisfied with the effectiveness of the company’s response to the
coronavirus pandemic; improved risk management processes enabled a
quick operational response, whilst the company’s culture enabled swift
decision-making.
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PRINCIPLE 11
• Asset Manager Escalation
• Escalation Outcomes
Asset Manager Escalation
Escalation is a key component of Stewardship. If engagement with an asset
manager is unsuccessful, WMPF may consider filing a shareholder resolution,
using our voting power to replace unresponsive directors, or underweighting
or divesting. WMPF may also be eligible to participate in certain individual
and class action securities litigation.
Engagement and Escalation through LAPFF
Each year the Forum engages with hundreds of companies, often directly
with company chairs.
When company dialogue is too slow, LAPFF escalates its engagements.
This escalation may include voting recommendations to members for company
AGM proposals to directly promote change or filing shareholder resolutions
with companies to progress action on a given issue. To leverage engagement
outcomes, the Forum often works with other asset owners and managers.
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Escalation Outcomes
LAPFF

Say on Climate Initiative

Representing solely LGPS asset owners directly in holdings-based
engagements with companies and other stakeholders and developing and
pursuing LAPFF’s own agenda not only makes the Forum’s approach
unique, but all the more effective. In 2020 LAPFF saw significant changes
at companies, such as improved worker engagement at Sports Direct and
National Express, a new Chair at Ryanair, a change to the senior executive
team at Rio Tinto, significant climate commitments at Shell, BP,
ArcelorMittal and others stemming either directly from LAPFF
engagement or, more often, through collaborative engagements between
the Forum and other stakeholders, including the companies themselves.

WMPF is aligned with LAPFF’s support for the Say on Climate Initiative.
As the Paris Agreement reached its five-year anniversary in December 2020,
LAPFF has pledged support for the ‘Say on Climate’ initiative, which
encourages all listed companies to submit a net zero Climate Transition Action
Plan to a shareholder vote at their AGMs.
Companies’ failure to manage their climate risk remains a key threat to
shareholder value yet only 0.5% of the 40,000 listed companies globally have
set validated targets in line with the Paris Agreement goal of 1.5°C, and of
those that do, only 8% include any form of interim target.
Such plans provide shareholders with transparency of how
the companies they own plan to succeed in the transition
to net zero. The subsequent annual vote gives
shareholders a voice on the adequacy of the
action and puts in place a mechanism for
ongoing dialogue

ArcelorMittal
During the reporting year LAPFF continued its engagement with
ArcelorMittal as part of the Climate Action 100+ initiative. An issue raised
consistently in meetings with company representatives has been around
the use of hydrogen in steelmaking to decarbonise the process. It was
thus welcome to hear that the company will be producing its first steel
with hydrogen from renewables in 2020 in Europe.

WMPF believes asset owners and managers should
incorporate ‘Say on Climate’ into their investment and
voting policies, and where investee companies do not
voluntarily put an action plan to shareholders for
approval, consider filing or co-filing ‘say on
climate’ resolutions.

The announcement during the year that the company will reduce CO2
emissions by 30% by 2030 in Europe was later followed by the setting
of an objective for the group as a whole to be carbon-neutral by 2050.
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Barclays Bank

Black Rock

On behalf of WMPF, LGPS Central filed a shareholder proposal led by
ShareAction at Barclays Bank in January 2020.

BlackRock is one of the world’s largest companies. LAPFF met with
Larry Fink, CEO and Sandy Boss, the new Global Head of Investment
Stewardship and other BlackRock representatives in September 2020 to
discuss BlackRock’s approach to investment stewardship and its
‘reinvigorated’ approach to engagement and voting. Larry Fink noted that
in his conversations with other leaders he had observed a pronounced
change in attitude in understanding why stakeholder capitalism is
important. His 2020 letter identified climate change as a defining factor in
companies’ long-term prospects and due to feedback and support from
investor clients noted his voice would be even louder on climate in his
2021 letter. When engaging on climate, BlackRock is looking for
companies to have a strategy aligned with a 1.5 degree scenario, focuses
attention through voting on director elections on this alignment, and is
seeing investment flows following these dialogues on climate risk
management. LAPFF was able to share examples of the wide range of
engagement undertaken on behalf of member interests and expressed a
willingness for ongoing discussions on the areas explored.

“Barclays should disclose targets to phase out the provision of finance to
companies in the energy and utility sector that are not aligned with the
Paris Agreement climate change goals”
January 2020: The investor group held multiple meetings with senior
management of the company during the first part of 2020, as well as directly
with the Chair of Barclays Board.
May 2020: Barclays announced an ambition to become a “net-zero bank”
covering emissions across Barclays’ own operations and those of its clients.

Outcomes
LGSPSC welcomed the bank’s decision to join the Partnership for Carbon
Accounting Financials (PCAF), its development of a methodology to measure
and reduce greenhouse gas emissions that covers its capital market activities,
and its setting of emissions reduction targets for energy and power & utilities
portfolios
Although LGPS Central at the time of filing held only a minority share of 0.05%
of the company, that shareholding allowed the pool to take strong shareholder
action on behalf of WMPF that spurred constructive dialogue and clear, positive
outcomes at Barclays
More broadly, this engagement can be a conduit to engagement across the
banking sector and help raise the bar for climate risk management in that sector

Concerns
Some concerns remained such as the bank’s exposure to fossil fuel assets,
including coal and oil sands.
April 2021: Barclays has not updated its position on these fuels since it
announced its net-zero ambition. Engagement will continue to address this.
LGPS Central is keen to see further evidence that all of Barclays’ lending
activities, including those that bear the most climate risk, will be addressed with
Paris agreement urgency.

Repsol
December 2019: Repsol became the first oil and gas company to commit
to a net-zero emissions goal, supported by a decarbonisation pathway
with interim targets.
2020: together with the co-lead for the company under Climate Action
100+, EOS, on behalf of WMPF and LGSP Central, submitted a statement
to the company’s annual meeting.
We congratulated Repsol on its net-zero commitment and asked whether
the low oil price and the coronavirus pandemic would have a material
impact on the climate strategy. We were reassured that the company
reaffirmed its commitment.
The engagement between EOS, the broader Climate Action 100+
engagement group and Repsol continues to advance, now with a focus on
implementation of the net-zero pathway.
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RIGHTS and
RESPONSIBILITIES

PRINCIPLE 12
•
•
•
•

Voting Expectations
Voting Strategy
2020 Voting Activity
Resolution Outcomes

Asset Manager Voting Expectations
WMPF’s Voting Expectations, or Voting Principles, have been developed in
alignment with the relevant statutory guidance. The Voting Principles apply to
those assets where WMPF holds the voting rights. Where voting rights are
executed by external managers on behalf of WMPF (for instance, in pool
mandates, including those operated by LGPS Central, or where WMPF has
delegated authority) WMPF has reviewed and is satisfied with the voting.
Since April 2018, WMPF’s voting rights have been executed by LGPS Central
Limited, following its adoption of a leading approach to responsible investment
and stewardship, aligned to the principles established by the West Midlands
and other partner funds.
Voting Procedures
WMPF engages a proxy research provider, EOS at Federated Hermes,
through LGPS Central Limited to analyse and provide advice relating to
WMPF’s voting opportunities, consistently with WMPF’s policies. EOS also
executes WMPF’s votes through the relevant intermediaries.
WMPF and LGPS Central have an active securities lending programme. To
ensure that WMPF is able to vote all its shares at important meetings, it has
worked with service providers to establish procedures to restrict lending for
certain stocks and recall shares in advance of shareholder votes.
WMPF and LGPS Central (where relevant) monitors the meetings and
proportion of the securities on loan, and will restrict and/or recall lent stock
in select circumstances, with due consideration to the advantages of voting
the shares versus the cost implications of recalling or restricting the loan of
the stock.
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WMPF’s voting decisions are arrived at through a collegiate approach,
incorporating the views of Fund officers as appropriate, LGPS Central, fund
managers, research teams and advisers, to form an evidenced-based view on
the company in question. WMPF’s votes are executed in compliance with its
Conflicts of Interest policy.
Voting Disclosure
WMPF’s disclosure of its Voting Principles, and its voting outcomes,
supports WMPF’s ambition of full transparency. With regards to voting
outcomes, disclosures are made in three formats:
• A report summarising WMPF’s voting activities is provided on a
quarterly basis to WMPF’s Pensions Committee.
• WMPF’s annual report includes disclosures on voting, as well as
other aspects of RI, consistently with the statutory guidance.
• WMPF discloses its voting decision for every resolution at every
eligible company meeting via WMPF website. Each of these
disclosures is available to the public.
Voting Principles
Our Voting Principles describe the broad parameters WMPF will consider
before casting its votes. At a high level we expect companies to:
• Adhere to essential standards of good governance for board composition
and oversight
• Be transparent in their communication with shareholders
• Remunerate executives fairly
• Protect shareholder rights and align interests with shareholders
• Promote sustainable business practices
In situations where companies are faced with a market-wide crisis that
causes unprecedented disruption, uncertainty and challenges to their
business models, operations, workforce and finances – such as the
Coronavirus pandemic – LGPS Central, on behalf of WMPF, will consider
applying a more flexible voting approach.

In such instances LGPS Central would issue WMPF with a document explaining
how they may deviate from our Voting Principles, on what issues and relative
to which sectors (if different sectors are affected differently).
Voting to Reinforce Engagement
As far as possible, we aim to use voting to reinforce and promote ongoing
engagements, whether carried out directly through LGPS Central, through
collaborative initiatives or through our external stewardship provider EOS at
Federated Hermes. This means that we regularly raise issues concerning
environmental sustainability, including climate change, and broader social
issue like human rights risk oversight and management through our voting.
Many votes against management concern good governance (board
composition, board oversight and skill sets, remuneration etc.) – these votes
are often an expression of underlying concerns with lack of expertise and
or/oversight at board level on issues like climate change or human rights. We
also know that strong governance increases the likelihood of companies
dealing well with environmental and social risks. During April – June 2020
(high voting season) many ESG-related shareholder proposals got very strong
or even majority support.
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Voting Strategy
Ensuring that Voting Principles are Applied
LGPS Central has set up a structure whereby EOS at Federated Hermes
provide them with voting recommendations based on our Voting Principles
which are input on the ISS voting platform prior to the vote deadline. The voting
recommendations are then cast as voting instructions if there is no further
intervention, except in the case of share-blocking votes.
LGPS central currently hold approximately 2,600 companies through its ACS
equities funds. With this voting structure, we have reasonable certainty that
votes are cast according to LGPS Central Voting Principles across a voting
universe that under no circumstance could be checked manually at each
individual company level. In minority cases where a company we are engaging
and/or that LAPFF has issued a voting alert for falls outside EOS’ main
engagement, we may consult ISS research directly.
Voting Watch List
In order to prioritise which companies should be monitored LGPS Central have
established a "Voting Watch List". Annually, this list consists of approximately
50 companies.
Votes at these companies will be given particular scrutiny ahead of the AGM.
While it is not feasible to attend all these companies’ AGMs, LGPS Central aim
to attend AGMs virtually (if permissible) for core Climate Action 100+
engagements and for any company with which they have filed a shareholder
resolution.
Watch List companies are a combination of larger holdings across LGPS
Central’s equity universe and/or core engagement companies. The Voting
Watch List serves a further purpose, in allowing LGPS Central to test whether
its votes are generally cast in alignment with our Voting Principles.
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Interaction with EOS at Federated Hermes:
• LGPS Central share the Voting Watch List with EOS ahead of each voting
season, who will provide more detailed analysis to substantiate their voting
recommendations for companies on the list ahead of the AGM.
• LGPS Central seek ad-hoc interactions/meetings with EOS in regard to
core holdings or key engagements, where either they or we would like
further input from the other ahead of a vote.

Interaction with external managers:
It is LGPS Central’s intention to capture intelligence and recommendations
from active equity fund managers relative to key holdings and/or contentious
voting issues:
• At a minimum, LGPS Central’s Stewardship Manager will hold one
voting-related meeting with each external manager annually ahead of
the voting season.
• External Managers will be kept up to date on any changes to LGPS
Central/WMPF’s Voting Principles, and LGPS Central/WMPF will be kept
appraised of changes to the managers’ voting approach and/or policy
• LGPS Central will share with each external manager its Voting Watch List
with an explicit incentive to communicate their views on companies on this
list that are held in their respective portfolios.
• The Stewardship Manager may reach out on an ad-hoc basis in cases
where they would like to elicit views on contentious issues in core holdings
or key engagements that can supplement views from EOS.
WMPF has an ambition for voting consistently across its portfolio and for
voting to be in line with its own voting principles, with practice continuing to
evolve as these develop. WMPF periodically reviews voting outcomes
relative to policy objectives through consideration of voting alerts and
recommendations received from LGPS Central, EOS, LAPFF and wider
industry partnerships such as CA 100+, together with supporting engagement
activity and progress. This informs development of WMPF’s own policy and
framework and response to consultations on the development of the policies
and principles developed for voting by LGPS Central, on behalf of WMPF.
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2020 Voting Activity
During the last year, WMPF voted on 34,145 resolutions at 2,736 meetings. At
1,683 of those meetings, we opposed one or more resolutions, while at 10
meetings, we abstained. We voted with management by exception at 76
meetings and supported management on all resolutions at 967 meetings.

Global

Australia and New Zealand

We voted at 2,736 meetings (34,145) resolutions over the last year

We voted at 117 meetings (683) resolutions over the last year

Total meetings voted in favour

35.3%

Total meetings voted in favour

40.2%

Meetings where voted against
(or voted against AND abstained)

61.5%

Meetings where voted against
(or voted against AND abstained)

59.8%

Meetings where abstained

0.7%

Meetings where voted with
management by exception

4.4%

Developed Asia

Emerging Markets

We voted at 785 meetings (8,456) resolutions over the last year

We voted at 292 meetings (3,204) resolutions over the last year

Total meetings voted in favour

38.6%

Total meetings voted in favour

33.9%

Meetings where voted against
(or voted against AND abstained)

60.5%

Meetings where voted against
(or voted against AND abstained)

64.0%

Meetings where abstained

0.1%

Meetings where abstained

1.0%

Meetings where voted with
management by exception

0.8%

Meetings where voted with
management by exception

1.0%
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Europe
We voted at 520 meetings (7,946) resolutions over the last year
Total meetings voted in favour

34.2%

Meetings where voted against
(or voted against AND abstained)

63.3%

Meetings where abstained

0.6%

Meetings where voted with
management by exception

1.9%

North America
We voted at 594 meetings (7,132) resolutions over the last year
Total meetings voted in favour

15.7%

Meetings where voted against
(or voted against AND abstained)

77.9%

Meetings where voted with
management by exception

6.4%

UK
We voted at 428 meetings (6,629) resolutions over the last year
Total meetings voted in favour

57.7%

Meetings where voted against
(or voted against AND abstained)

37.1%

Meetings where abstained

0.7%

Meetings where voted with
management by exception

4.4%
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Global

Australia and New Zealand

We voted against or abstained on 320 resolutions over the last year

We voted against or abstained on 1 resolutions over the last year

Board Structure

47.8%

Board Structure

28.5%

Remuneration

25.6%

Remuneration

59.3%

Shareholder Resolution

8.3%

Shareholder Resolution

7.7%

Capital Structure and Dividends

8.8%

Capital Structure and Dividends

4.5%

Amend Articles

1.2%

Audit and Accounts

6.0%

Poison Pill/Anti-Takeover

0.5%

Other

1.8%

Developed Asia

Emerging Markets

We voted against or abstained on 8 resolutions over the last year

We voted against or abstained on 102 resolutions over the last year

Board Structure

68.4%

Board Structure

51.6%
12.1%

Remuneration

4.7%

Remuneration

Shareholder Resolution

1.5%

Shareholder Resolution

Capital Structure and Dividends

9.2%

Capital Structure and Dividends 17.4%

Amend Articles

1.0%

Amend Articles

3.6%

Audit and Accounts

7.1%

Audit and Accounts

14.1%

4.2%

Poison Pill/Anti-Takeover

1.0%

Poison Pill/Anti-Takeover

0.2%

Other

0.1%

Other

3.8%
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Europe
We voted against or abstained on 25 resolutions over the last year
Board Structure

36.9%

Remuneration

31.7%

Shareholder Resolution

4.8%

Capital Structure and Dividends 15.1%
Amend Articles

1.0%

Audit and Accounts

5.7%

Poison Pill/Anti-Takeover

0.3%

Other

4.5%

North America

UK

We voted against or abstained on 57 resolutions over the last year

We voted against or abstained on 29 resolutions over the last year

Board Structure

44.8%

Board Structure

40.3%

Remuneration

32.4%

Remuneration

50.9%

Shareholder Resolution

21.4%

Shareholder Resolution

0.9%

Amend Articles

0.3%

Capital Structure and Dividends

2.2%

Audit and Accounts

0.8%

Amend Articles

1.3%

Other

0.3%

Audit and Accounts

1.6%

Poison Pill/Anti-Takeover

2.8%
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Resolution Outcomes
The 2020 voting season saw many companies in the US and Europe opt
for virtual shareholder meetings against the backdrop of COVID 19.
While the virtual format posed fresh challenges for companies and
investors alike, it is clear that the attention to material ESG issues remains
high on investors’ agenda and many ESG-related shareholder proposals
got very strong or even majority support. The majority of shareholder
proposals that we voted for (against managements’ recommendation)
were on environmental and social & ethical issues.
At the start of voting season 2020, LGPS Central provided WMPF with a
briefing on the application of LGPS Central’s Voting Principles in light of
the health pandemic disruptions. Below is an overview of elements where
flexibility was applied and examples:

LGPS Central COVID 19 voting approach

Examples of votes reflecting COVID approach

An intention to be supportive of hybrid AGMs and of companies that
facilitate additional shareholder events with the board of directors

On our behalf, LGPS attended and asked questions at three virtual shareholder meetings;
Honeywell Inc, Citigroup Inc and Glencore.
EOS attended and asked questions at 24 virtual shareholder meetings, including Deutsche
Bank, BP, Google owner Alphabet, Novartis, Amazon and Facebook, up from nine in
2019. EOS made statements for nine companies and asked live questions at six meetings,
submitting questions in advance for others.

Director elections – we will consider voting “For, by exception”
directors that we might otherwise have opposed for reasons of poor
corporate governance (tenure, diversity, over-boarding, etc)

In some circumstances LGPS Central was more supportive of the re-election of those
directors who we believed were criticalto short-term crisis management, while continuing to
communicate our longer-term governance concerns. For example, at Morrisons and
UniQure, we supported re-election of Board directors by exception, while communicating
concerns about persistent poor board gender diversity. At Ocado Group we also voted for by
exception while emphasising our concern around board independence and potential conflicts
of interest arising from the company secretary also being an executive director, an unusual
arrangement for a FTSE 100 company.
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LGPS Central COVID 19 voting approach

Examples of votes reflecting COVID approach

Remuneration – we welcome announcements already made by
companies making downward adjustments to executive pay and will keep
a close eye on pay awards especially at companies expecting the brunt of
the crisis to be borne by shareholder capital or by the company’s own
human capital

LGPS Central opposed pay proposals where we did not believe appropriate adjustments
had already been made in terms of “sharing the pain” felt by stakeholders, including
employees, customers, suppliers and the public – such as at JPMorgan Chase & Co,
Disney and Delta Airlines.

Engagement priorities including climate-relating voting – where there
are no indications of imminent financial distress, we will continue to vote
against companies performing poorly on climate risk, notably those
companies in our engagement set; we will consider voting “For, by
exception” at companies currently performing poorly but where there is
a reasonable prospect of positive engagement over the longer term

LGPS Central Voting Principles reference the Transition Pathway Initiative (TPI) management
scoring pathway as a benchmark against which management of climate change risks and
opportunities for larger and more exposed companies are assessed.

Overall, LGPS Central voted, on our behalf, against 35% of pay proposals, compared with
37% in 2019 across investee companies.

We voted against management during 2020 voting season where we remained concerned
about the low level of climate ambition following engagement, such as at Yanzhou Coal
Mining, Apache and China Shenhua Energy
For companies with indications of imminent and severe financial distress (such as in the
airline and shipping sectors), or where we believed there was a reasonable prospect of
positive engagement on climate change over the longer term, we voted For, by exception.
We took this approach at Ovintiv, Diamondback Energy, Berkshire Hathaway, Ameren
Corp and Lufthansa, amongst others.
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