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1. Executive summary 

The Fund recognises that transparency and disclosure of its Responsible Investing Policy and activities is 

an important element of being a responsible investor. This is the seventh year that the Fund has published 

its Responsible Investment Annual Report. 

This Report summarises the activities undertaken during 2018/19 by the Fund, its managers and partners 

to meet and support its Responsible Investing Policy.  

Progress and achievements in year: 

 Invested in renewable energy infrastructure funds 

 Carbon and environmental exposure of asset portfolio is more efficient than its benchmark 

 Development of Brunel’s Responsible Investing and Stewardship policies that will be applied to the 

assets they manage on our behalf 

 Cited as leader in LGPS community for its RI Policy development by Unison/ShareAction 2018 

Report 

The Fund defines Responsible Investing as the integration of environmental, social and governance issues 

into its investment processes and ownership practices in the belief this can positively impact financial 

performance. 

Over the year the Fund built on the successful implementation of its RI strategies. Our low carbon passively 

managed assets transitioned to Brunel along with our UK active equity mandate. The global sustainable 

equity mandate seeded by the Fund last year delivered strong absolute returns over the period and 

opportunities were identified, via Brunel Pension Partnership (Brunel), to start investing capital against the 

2.5% commitment to renewable infrastructure made last year. 

The Fund participated through Brunel, its other investment managers and its strategic partners such as 

LAPFF and Climate Action 100+ in a number of high profile engagements. Traction in the Energy sector 

meant an increasing number of companies acknowledged the financial risk of climate change and made 

commitments to improving disclosures and capping emissions in line with industry guidance.   

The Fund participated in 1,843 company meetings and voted on over 25,000 resolutions; we noted an 

increase in environmental related proposals winning investorr support. In the UK market executive 

remuneration and board structure continued to be a focus for shareholder resolutions. 

A critical component of how the Fund engages with and educates its stakeholders on how it delivers 

against policy is through its RI reporting. Enhanced policy coverage, dedicated ESG scoring, ongoing 

carbon analysis and a clear voting and engagement framework as well as access to key industry bodies 

are some of the clear benefits of increasing scale through Brunel. 

More detail on each area is provided within each relevant section of this report. 

 



2. Introduction 

The year to March 2019 saw the financial as well as physical risks of climate change sharply in focus for 

institutional investors. The debate on climate change and balancing fiduciary duty has moved beyond 

setting policy as investors put pressure on asset managers and underlying companies to deliver tangible 

results. High profile support from the Governor of the Bank of England who posits that financial reporting on 

climate change may soon become mandatory and legislation that put the UK on a path to become the first 

major economy to set net zero emissions targets has helped focus the minds of companies and asset 

managers alike.  

The impact is being felt on a global scale. The proposed US Green New Deal has received praise for its 

ambitiousness and keeps pressure on policymakers to make change. Indeed, the effect is already being felt 

at a micro-level where environmental resolutions increasingly dominate AGM agendas and win the support 

of shareholders, forcing companies to concede and take measurable actions to address not just 

environmental issues but social and governance issues too. 

This greater awareness by investors has led to a significant increase in demand for ‘sustainable’ 

investment products.  The past year saw record inflows received by Sustainable Funds which grew by 15% 

in the first 6 months of 2019. Since 2004 Environmental, Social and Governance (ESG) focussed funds 

have grown by 144% (Morningstar, 2019), with most of the growth in the last 4 years. 

 

Source: Morningstar, 2019 

Market innovation has led to increasing complexity of the ESG investor space. ESG definitions vary widely 

and there is no consensus as to what qualifies as a ‘sustainable’ company or indeed whether the term 

‘fossil fuel companies’ should extend to companies beyond the big ‘extractors’. A conflicted asset 

management industry is not the only barrier for investors wishing to access truly sustainable investment 

opportunities. The lack of transparency is pervasive across industry sectors.  A 2019 report published by 

the Transition Pathway Initiative (TPI) assessed the climate performance of 274 of the world’s highest-

emitting publicly-listed companies and found that almost half (46%) did not adequately consider climate risk 

in operational decision-making. A quarter (25%) did not report their own emissions at all, undermining a key 

recommendation of the Taskforce for Climate-related Financial Disclosure (TCFD).  

It is in this crowded and complex area that Avon continues to build on the progress it has made in 

decarbonising its portfolio, constructively engaging with its investee companies and, more recently, 
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leveraging the collective expertise of Brunel to ensure the framework that surrounds ESG-based 

investment decision making stands up to scrutiny.  Avon was proud to be counted as a leader in the LGPS 

community for RI policy development in Unison’s recent report entitled “Responsible Investment in the 

LGPS” https://www.unison.org.uk/content/uploads/2019/04/UNISON-ShareAction-LGPS-responsible-

investment-final-report-319_2.pdf 

 

Key RI Milestones: 

 

3. Responsible Investment Policy 

In recognition of the changing landscape with respect to ESG issues as well as broader industry 

developments the Fund periodically reviews its Responsible Investment Policy. The last review was 

undertaken in 2016, advised by Mercer. The current policy can be found in Appendix 1. The Fund will be 

undertaking a full investment strategy review in 2019, where managing the risks and opportunities relating 

to climate change will be covered in detail and following this the policy will be updated. In addition, assets 

now invested via Brunel portfolios are subject to Brunel’s rigorous RI and Stewardship policies. 

The foundations of the Fund’s approach to RI are its RI Principles which are set out below:  

 We are a long-term investor, with liabilities stretching out for decade to come, and seek to deliver long-

term sustainable returns. 

 The identification and management of ESG risks that may be financially material is consistent with our 

fiduciary duty to members. 

 ESG issues are integrated at all stages of the Fund’s investment decision-making process, from setting 

investment strategy to monitoring the Fund’s investment managers. 

 We recognise that climate change is one of the ESG factors that pose a long-term financial risk. 

 We seek to identify innovative and sustainable investment opportunities, in-line with our investment 

objectives. 

  We apply evidence-based decision-making in the implementation of our approach to RI. 

 We have a duty to exercise our stewardship and active ownership responsibilities (voting and 

engagement) effectively by using our influence as a long-term investor to encourage responsible 

investment behaviour 

https://www.unison.org.uk/content/uploads/2019/04/UNISON-ShareAction-LGPS-responsible-investment-final-report-319_2.pdf
https://www.unison.org.uk/content/uploads/2019/04/UNISON-ShareAction-LGPS-responsible-investment-final-report-319_2.pdf


 We recognise the importance of collaboration with other investors in order to achieve wider and more 

effective outcomes. 

 We aim to be transparent and accountable by disclosing our RI policy and activity. 

Further detail on how our policy is being delivered is covered throughout this report. 

4. Strategic Developments 

The strategic focus for the Fund during 2018/19 was the transition of assets to Brunel. The assets 

transitioned to date not only benefit from Brunel’s dedicated RI and Stewardship policies but allow Avon, as 

a client of Brunel, to access best-in-class analytics and reporting capabilities to better inform and support 

investment decision making. The contribution made by Brunel to our investment strategy is discussed in 

detail below. 

Awareness of climate change and the implications for pension funds in terms of the risk to asset values as 

the world transitions to a low carbon economy increased markedly during the year.   As a result, the Fund 

received numerous requests from both members and campaigners to divest from investments in fossil 

fuels.  In addition a number of the Fund’s employers declared a climate emergency and are developing 

strategies to address the issue.  The Committee has committed to consider the option to divest from fossil 

fuels in its strategic review, due to be completed in 1Q20.  This issue is complex and requires to be 

considered within the wider investment objective and strategy to ensure that the risk to the Fund’s assets is 

managed efficiently, that the full range of solutions and opportunities are explored and it continues to use 

its power as a shareholder effectively.  

The strategic review of asset allocation and implementation may lead to further changes in our RI strategy. 

The Fund’s current RI strategies are summarised in the below table:  

 

 

 

 

UK SRI Equities 

 

> £195m / 4% of Fund assets 

> Excludes controversial sectors including alcohol, 
tobacco, armaments and nuclear power 

> Invests in companies that are actively managing, and 
providing solutions to,  environmental and scoial risks 

 

 

Passive Low Carbon Equities 

 

> £521m / 11% of Fund assets 

> Managed by Brunel 

> Employs a ‘reduced weighting’ approach 

> Seeks to replicate returns of parent index (MSCI 
World) with minimal deviation 

> Lower carbon footprint than exclusionary indices 

Global Sustainable Equities 

 

> Appointed in 2018, with initial £10m allocation 

> ESG factors aligned with UN SDGs used to assess 
investee companies on case-by-case basis   

> Inclusionary approach with no automatic restrictions 

> High conviction portfolio focussing on structural 
growth drivers such as preventative healthcare and 

financial inclusion companies 

Renewable Infrastructure 

 

> 2.5% (£115m) commitment to Renewable 
Infrastructure projects in 2017 

> Managed by Brunel 

> Covers investments in clean energy (wind and 
solar), social infrastructure projects  and clean energy 

facilitators e.g. electricity storage solutions 

ESG Strategies 



(i) Brunel 

Over time Brunel will manage all the fund’s assets under our pooling arrangement.  As such, their RI and 

Stewardship policies will determine how the Fund’s RI Policy is implemented and monitored.  Over the year 

Brunel developed policies to guide its appointed investment managers with respect to voting, engagement 

and RI more generally. Brunel policy is informed by its investment beliefs and its clients’ policies and 

priorities together with regulations and statutory guidance.  

Brunel’s RI policy (Appendix 2) details how it aims to deliver stronger investment returns over the long term 

and protect its clients’ interests by contributing to a more sustainable and resilient financial system, which 

supports sustainable economic growth. Brunel is a signatory of the UN-backed Principles for Responsible 

Investment (UNPRI) and aligns its practices and processes to the UNPRIs six principles and definition of 

RI1. RI is central to how Brunel fulfil its objective of delivering sustainable, long-term investment returns and 

expects appointed managers to assess ESG risks and opportunities as part of their wider evaluation of 

investment risk and return objectives as opposed to treating them as a stand-alone concern.  However, 

Brunel is not an ethical investor2. 

Brunel’s Stewardship Policy sets out their overall approach to engagement and voting on a range of issues 

including climate change, human and natural capital, company boards, executive remuneration and audit. 

Being an active, responsible owner is essential to Brunel’s ability to identify risks and opportunities in its 

investment portfolios. Brunel does not consider a top-down approach to disinvestment to be an appropriate 

strategy for its clients, instead opting to assess the merits of each investment on a case-by-case basis.  

Brunel set engagement objectives linked to six priority themes: 

 Climate change 

 Cost and tax transparency 

 Human capital and diversity 

 UK policy framework 

 Cyber security 

 Supply chain management 

These themes are kept under review for appropriateness by a group representing the 10 underlying client 

funds. 

Collaboration is core to how Brunel delivers its outcomes. Brunel’s key affiliations are detailed in the table 

at Appendix 3.  These partnerships assist in integrating best practice guidance into investment decision 

making; the Transition Pathway Initiative (TPI) for instance is used in Brunel’s Stewardship Policy, where 

Brunel will vote against management where a company has not at least reached Level 2 of the TPI 

framework3. A glossary of key industry bodies and initiatives can be found within Appendix 2. 

Implementation is supported by Hermes, a dedicated proxy voting and engagement overlay provider. 

Hermes adopt a holistic approach to engagement by developing a 3 year plan outlining key priorities that 

are aligned with client requirements and reviewed annually. Hermes’ current areas of focus are detailed in 

the below chart: 

                                                           
1
 Responsible investment is an approach to investing that aims to incorporate environmental, social and governance 

factors into investment decisions, to better manage risk and generate sustainable, long-term returns 
2
 Ethical investment is an investment approach determined by an investors specific views, usually based on a set of 

values. These values can take precedence over financial considerations 
3
 Companies’ management quality is assessed against a series of indicators and placed on one of five levels (0= 

unaware of climate change as a business issue; 1= acknowledge climate change as business issue; 2= building 
capacity; 3= integrated in operational decision-making; 4= Strategic assessment) 

https://www.brunelpensionpartnership.org/stewardship/stewardship-policy/


 

 

Source: Hermes EOS 2019-2021 engagement objective and plan 

Further information on how Hermes discharged their voting and engagement duties are found in section 5: 

Engagement and section 6: Voting. 

Truevalue Labs were appointed by Brunel to enhance ESG reporting and support objective investment 

decision making for Brunel portfolios. TrueValue Labs analyse positive and negative sentiment across large 

public data sets to determine ESG scores, which can then be assigned to underlying holdings within a 

portfolio. The resulting metrics demonstrate how companies are responding to ESG considerations by 

highlighting improving or deteriorating scores over various time frames. 

Utilising TruCost’s market leading carbon and environmental analytics, Brunel undertakes carbon foot 

printing and fossil fuel exposure analysis for each listed equity portfolio and publishes aggregated carbon 

metrics in an Annual RI and Stewardship Report.  This year Brunel co-ordinated the TruCost carbon 

analysis of the Avon equity portfolio, which covered both assets transitioned to Brunel and assets yet to 

transition to Brunel.  Details of the analysis and outcomes can be found at section 7.  

5. Engagement  

One of our key RI beliefs is that we have a duty to exercise our stewardship and active ownership 

responsibilities effectively by using our influence as a long-term investor to encourage responsible 

investment behaviour. In order to achieve this we recognise that working in collaboration with other 

investors will get the most effective outcomes. The following sections outline how the Fund has fulfilled its 

role as a responsible steward and what tools have been used to facilitate meaningful engagements over 

the year. 

(i) Engagement by Brunel 

Over the year to March, Brunel’s proxy voting and engagement provider, Hermes, has engaged with 21 

companies (see chart below) held by Avon in Brunel’s UK Active Equity portfolio on a range of 50 ESG 



issues. Environmental topics have featured in 32% of engagements, 63% of which relate directly to climate 

change. Social topics featured in 18% of engagements, where diversity and human rights featured 

prominently. Of the 40% of Governance related engagements the majority of discussions revolved around 

executive remuneration. 

 

As part of their role Hermes also consult on public policy. Over the year to March 2019 they were asked to 

provide input into the Financial Reporting Council’s consultation on development of the UK stewardship 

code and were invited to give evidence to the UK parliaments Business, Energy and Industrial Strategy 

Committee to inform its inquiry into fair pay. 

(ii) Engagement by Investment Managers 

Examples of engagements that our investment managers and Hermes have either led, or participated in, 
during the year are listed in the table below. During the year managers have been involved with several 
high profile engagements and the examples highlight how meaningful engagement can yield positive 
results across a range of issues. Engagements that have resulted only in limited success are included and 
highlight the need for sustained pressure on companies to effect change. 

Company / 
Engagement 
Topic 

Action Outcome 

Royal Dutch 
Shell 
• Climate 
change risk 
 

Climate Action 100+ and asset 
managers lead engagement 
with Shell on emissions 
reductions targets 

As a result of continued investor pressure, Shell 
made  a series of commitments in its 2018 Annual 
Report, including; 
1) A target to reduce its  net carbon footprint 
(encompassing Scope 1, 2 and 3 emissions) by 2-
3% from its 2016 level.  
2) Linking the remuneration of its top 150 executives 
to delivery of this target.  
3) A commitment to set a further three year reduction 
target in 2020. 

Alibaba Group 
• Social risk 

Engagement seeking improved  
disclosure of employee 
satisfaction, diversity, turnover, 
and formal policies (anti-
discrimination, internal mobility) 

Ongoing engagement with partial success saw 
Alibaba appoint a Chief People Officer with direct 
responsibility for monitoring employee satisfaction 
levels. Engagement is ongoing to bring Alibaba 
disclosure rates in line with the wider Technology 
sector. 

BP 
• Climate 
change risk 
 

Manager collaborated on a 
statement at BP’s 2018 AGM on 
behalf of Climate Action 100+, 
seeking additional information 
on the methodology used to set 
targets to reduce emissions, 
disclosure of emissions beyond 

Public support of the Paris Agreement and a move 
into new low carbon businesses in addition to a 
newly adopted framework focussing on the reduction 
of emissions has been received well. A lack of 
transparency on the methodology used for setting 
reductions targets means engagement is ongoing. 

Environmental 32.0%

Social and Ethical 18.0%

Governance 40%

Strategy, Risk and Communication 10.0%



scope 1, and a timeline for 
reporting that fully adopts the 
recommendations of the TCFD. 

ExxonMobil 
Corporation 
• Climate 
change risk 

The company was asked to 
disclose information on how it 
gathers information to inform 
decision making around 
emissions reductions targets, 
whether climate change is 
included as a key performance 
indicator to determine executive 
pay and whether the company 
intends to publicly support the 
TCFD. Other key engagements 
relate to the volume and 
disclosure of lobbying activity, 
particularly with respect to 
climate change.  

ExxonMobil remain resistant to pressure to disclose 
targets to reduce its greenhouse gas emissions in 
line with the Paris Agreement. Shareholder 
resolutions seeking to exert pressure on Exxon to 
increase disclosure levels have increasingly won 
support over the past year. The CEO has now 
acknowledged the threat climate change has on 
Exxon’s operating model, which has led to a $100m 
pledge to support research into new technologies 
including carbon capture and storage.  A 
commitment to reduce methane leakage from its 
existing operations and an annual report on how 
climate policies will impact business operations are 
further signs that Exxon’s position is beginning to 
align with its peer group. 

Japan Tobacco 
• Social risk 

Investor concerns about child 
labour practises within the 
tobacco industry in which Japan 
Tobacco was highlighted.  

Led to a joint initiative in conjunction with the 
International Labour Organization and Winrock 
International, with the aim of eliminating child labour 
in tobacco growing communities where the company 
is active. The organization supports education 
funding in countries such as Malawi, Brazil and 
Zambia. Manager continues to engage with Japan 
Tobacco to ensure they retain high levels of industry 
best practice within their supply chain. 

Mitsubishi UFJ 
Financial Group 
• Governance 
risk 

Investor concerns about Board  
Composition and the company’s 
cross-shareholdings. 

The majority of the board is now made up of 
independent directors and the remuneration of 
senior management has been aligned with 
increasing corporate value.  
 

Ocado Group 
• Governance 
risk 

Investor concern about 
remuneration policy prior to the 
2019 AGM. 

Initial discussion about the complexities of designing 
a remuneration policy that motivates the 
management team to achieve the delivery of the 
strategy while also attracting new people to a 
growing global business, and on the quantum of the 
payouts in different performance scenarios. Manager  
shared industry insights and will continue to engage 
and consult on the topic. 

Rio Tinto 
•Technology 
risk 

Investor concerns about what 
protections were in place 
against accidental or deliberate 
interruption to the 
communication between the 
operations centre and the mine 
complex.  
 

Although unable to disclose the full details of their 
security provisions, they did confirm that their 
communications network is designed with backup 
and alternative routes. All systems are regularly 
tested with business recovery exercises and all 
systems can revert to independent local operation in 
the event of a complete failure of the control 
network. 

Air Liquide 
• Climate 
change risk 
 

Air Liquide present investors 
with internal objectives to 
reduce their carbon intensity by 
30% by 2025; considered to be 
one of the most ambitious 
climate objectives within the 
sector. 

Air Liquide’s commitment to increased use of clean 
energy , has started producing revenues for the 
company, primarily through its use of  bio-methane 
and hydrogen.  Approximately 50% of the yearly 
innovation expense (or ~€100m) is used to reduce 
its carbon footprint. 

Anglo American 
• Climate 
change risk 

CA100+ investors led by 
Hermes EOS participate at AGM 

Committed to publishing analysis of resilience to low 
carbon scenarios and a consistency review of its 
lobbying activities. Also set GHG emissions 
reduction targets for 2030 

 



(iii) Engagement by LAPFF 

The Fund continues to be an active participant in LAPFF which promotes the investment interests of local 

authority pension funds, and seeks to maximise their influence as shareholders whilst promoting social 

responsibility and corporate governance at the companies in which they invest. LAPFF represent 86 LGPS 

funds and five pools and focus engagement activity across four major themes: 

a) Environmental & carbon risk:  LAPFF’s engagement focus on high carbon companies continues 

through its participation in the Climate Action 100+, an initiative that Avon independently pledged 

commitment to last year. LAPFF also continues other long-term engagements through its 

membership of leading advocacy group CERES in the US, the 50/50 Climate Project and LAPFF’s 

observer status on the Institutional Investor Group on Climate Change (IGCC) shareholder 

resolution sub-group. 

b) Social risk: LAPFF has undertaken human rights-related engagements with companies in a range 

of industries. Much of LAPFF’s collaborative engagement on human rights thus far has taken the 

form of work on fundamental labour rights, including child labour, forced labour, non-discrimination 

and freedom of association and collective bargaining. Prominently, this year the Forum collaborated 

with a group of leading investors on an initiative with the objective of preventing further tailings dams 

collapses following the Brumadinho disaster in 2018.  

c) Governance risk:  LAPFF co-signed a letter to the US Securities and Exchange Commission 

(SEC) to state their concern that new regulations to make it more difficult to file shareholder 

resolutions in the US would limit shareholders’ ability to challenge companies on boardroom issues 

ranging from executive pay to climate change disclosures.  

d) Reliable accounting risk: The Government has announced plans to replace the Financial 

Reporting Council (FRC) with the Auditing, Reporting and Governance Authority (ARGA). Both the 

Kingman Review, which recommended the replacement, and the recent CMA consultation 

acknowledged LAPFF’s contribution to the debate.  

Each of the themes encompass a range of more focused ‘sub themes’. The below chart shows the number 

of engagements made in each area over the year. 



 

 

Committee Members and Officers attended all four LAPFF business meetings in 2018/19. LAPFF activity 

and achievements are reported quarterly to Committee via LAPFF’s quarterly engagement report.  

6. Voting  

The Fund delegates voting to its investment managers and regularly monitors how its investment managers 

undertake voting activities in comparison to relevant codes of practice.  

We participated in 1,843 company meetings, casting over 25,000 votes demonstrating the scale and range 

of topics covered at company AGMs. A review of the 2019 US proxy season showed Director Elections 

faced the strongest opposition in 9 years, indicating increased scrutiny by investors. ‘Environmental & 

Social’ shareholder proposals outnumbered ‘Governance’ shareholder proposals for the third consecutive 

year. Furthermore, support rates for resolutions between Environmental & Social issues and Governance 

issues narrowed to their lowest level (ISS, 2019), highlighting the changing nature of the ESG narrative 

between companies and their shareholders.  

Patterns in voting behaviour from our investment managers appeared to follow the broader market. Ruffer, 

for instance, voted against management on 156 resolutions in 2018, compared with 74 in 2016.  Fewer 

votes cast against management year-on-year (9.4% in 2018 vs, 11.3% in 2017) by our equity manager 

Schroders, was due to improvements in governance practices amongst companies they held, particularly in 

Europe.  

In the UK there were clear signs that shareholders were dissenting more, specifically in relation to 

excessive remuneration. The number of FTSE companies that received 20% or more votes against 

management on remuneration issues increased 14% over the previous year. A recent shareholder 

resolution at Weir Group, a company held by the Fund, received overwhelming support to change the long 

term incentive plan, resulting in a 50% reduction in the maximum equity award for top executives. In 
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LAPFF Engagement Themes 

LAPFF Engagement Topics 

Sustainable Development Goals

Supply chain management

Social risk

Resolution filing

Reputational risk

Audit practices

Remuneration

Finance and accounting

Environmental risk

Board composition

Employment standards

Zero carbon transition plans

Governance (general)
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Campaign (shareholder rights)

Plastic

Climate change

Human rights



addition to pay, UK shareholders used their vote to express dissatisfaction with commonplace 

‘overboarded’ directors and a lack of gender diversity at board level. 

(i) Voting by Brunel 

With respect to Avon’s holdings in the Brunel UK Active equity portfolio, Hermes made voting 

recommendations at fourteen meetings covering over two hundred resolutions (see chart below).  At nine of 

those meetings Hermes recommended opposing one or more resolutions. The majority of resolutions 

where Hermes recommended voting against management related to Board Structure and Remuneration.  

 

 

 

 

 

 

 

 

 

For our passively managed Low Carbon Global Equity portfolio managed by Brunel, the appointed 

manager LGIM votes on our behalf. The chart below summarises voting undertaken by LGIM; of 3721 

votes cast, 511 were cast in opposition to management. 

 

 

(ii) LAPFF Voting Analysis 

As part of their service, LAPFF issues voting alerts to investors to raise awareness of voting concerns. The 

following section summarises the LAPFF alerts forwarded to relevant managers during the year and the 

rationale of managers when voting differed to LAPFF’s recommendation.  The Forum has issued several 

voting alerts throughout the year on issues ranging from remuneration and board structure, to climate 

change reporting. 

• Rio Tinto Group  

This recommended members support an amendment to the company’s constitution to allow for the filing of 

advisory shareholder resolutions at the Australian listed entity, and to abstain on a resolution seeking a 

review of the company’s direct and indirect public policy advocacy on energy and climate change. The 

former received 10.7% support and the latter, 18%.  

 Royal Dutch Shell  

Total meetings in favour 86.3%%

Meetings against (or against AND abstain) 13.7%

Total meetings in favour 35.7%

Meetings against (or against AND abstain) 64.3%



A shareholder resolution requesting the Company to set and publish targets aligned with the goal to 

limit global warming. LAPFF advised members to abstain on the basis that the company had already 

committed to reporting in line with TCFD guidelines and has ambitions beyond the scope of those 

covered in the resolution. The vote outcome was 5.54% in support. 

 Anadarko Petroleum Corporation  

Recommended members support a shareholder proposal seeking a climate change risk analysis and 

advised members to pre-declare voting intentions. LAPFF considered current disclosures insufficient, 

limiting shareholders ability to assess the degree of carbon asset risk.  The resolution was supported by 

over 50% of shareholders. 

 Chevron Corporation  

Recommended a vote in favour of a request for Chevron to publish a report on how it would transition to 

a low carbon business model. The vote was set in the context of the growing pressure for companies 

and economies to decrease carbon dependency and investors increasingly wanting to understand how 

Companies are planning to transition to a low carbon business model. The resolution garnered 8% 

support. 

 General Motors  

Advised a vote in favour of a shareholder proposal requesting General Motors to publish a report on 

greenhouse gas emissions and corporate average fuel economy standards. LAPFF argued the 

proposal would enable shareholders to more clearly understand how the company’s fleet emissions will 

change as well as the company’s approach to emissions reduction. 

 WPP 

Recommended opposing the remuneration report, owing to concerns over the quantum of pay to the 

former CEO, (set to receive almost £20 million in pay-outs after stepping down as CEO in April 2018). 

Nearly 30% of shareholders voted against the remuneration report. 

 Ryanair 

Recommended a vote against Ryanair’s annual report and the Chair, amid continuing human capital 

management issues across the company and the company’s failure to deliver adequate customer 

service during flight cancellations. There are further concerns over the overall level of independence on 

the board, including the Chair himself, who has been on the Board for over twenty years. 

The below table highlights where votes cast by the Fund’s equity managers differed to the LAPFF 
recommendation. As part of our monitoring process managers are expected to provide a rationale for any 
vote cast contrary to LAPFF recommendations.  This year only one of the Fund’s underlying equity 
managers held stocks where a LAPFF voting alert had been issued. Due to the timing of transition of 
assets to Brunel, none of the below stocks were held by Avon in Brunel portfolios at the time of each 
respective company meeting.    
 

Company Resolution Outcome For LAPFF Manager       

Rio Tinto 
SH Amend  company’s constitution 10.7% 

F X 

SH Approve public policy advocacy on climate 
change 18% 

= X 

Royal Dutch Shell SH Request Shell to set and publish targets for 
Greenhouse Gas emissions 5.5% 

= X 

Anadarko Petroleum 
SH  Climate Change Risk Analysis. 50% 

F X 



Chevron Corporation SH  Report on Transition to a Low Carbon 
Business Model 8% 

F X 

General Motors Company SH  Report on greenhouse gas emissions and 
CAFE standards 

 

F X 

WPP Plc 
Approve the Remuneration Report 30% 

X F 

Ryanair 
Accept Financial Statements and Reports 

 

X F 

 
 

Oppose  (X) 

Abstain (=) 

For (F) 

 

The individual manager comments explaining their voting decision provides some insight into the issues 

they take into consideration and how managers use their voting rights. 

 Rio Tinto (Multiple SH resolutions) 

With respect to the call for an amendment to the company’s constitution the manager believes these 

issues are more properly addressed through uniform government regulation and see existing company 

policy on climate change as already reflecting industry best practice. 

 Royal Dutch Shell (SH set and publish targets for Greenhouse Gas emissions) 

The manager expressed concerns with the binding nature of this resolution to set and publish targets 

that are aligned with the goal of the Paris Climate Agreement to limit global warming to well below 2°C 

when uncertainties remain around public policies, societal trends and the energy landscape. The 

manager found the alignment of the company’s stated net carbon footprint ambition with society’s 

progress and Shell’s choice of measurement and reporting to be both reasonable and appropriate at 

this stage whilst providing the company flexibility to adapt its business strategy appropriately. 

 Anadarko Petroleum (SH  Climate Change Risk Analysis) 

On engaging with the company directly, the manger decided to support management. 

 Chevron Corporation (SH  Report on Transition to a Low Carbon Business Model) 

Manager cites that the company already has policies in place to address this issue and that based on 

sustained and direct dialogue with the company on a range of issues, decided to support management. 

 General Motors (SH  Report on greenhouse gas emissions and CAFE standards) 

The manager does not believe this change is warranted at this company, at this time. 

 WPP (Approve the Remuneration Report) 

Manager sees significant improvements in the remuneration even if the quantum remains high, 

including previous amendments made to the Long-Term Incentive plan for Directors and a reduction in 

pension contribution for CEO and new executive appointments. 

 Ryanair (Accept Financial Statements and Reports) 

Supported management by accepting financial statements but used their vote to voice concerns around the re-

election of chairman of the board, citing concerns around succession planning. 

7. Environmental and Carbon Analysis 

This is the third year that TruCost have undertaken an analysis of the Fund’s equity portfolio. The analysis, 

this year facilitated by Brunel, assesses the Fund’s aggregate exposure to carbon, environmental factors, 



fossil fuels and stranded assets. The analysis is based on data as at December 2018 and covers direct 

company emissions and first tier direct emissions4 

(i) Carbon exposure: Under the carbon/revenues methodology5 our equity portfolio is 28% more 

carbon efficient than the benchmark6, broadly unchanged from the analysis undertaken in March 

2018, when the lower exposure was attributed to the low carbon passive fund. The aggregate 

portfolio disclosure rates remained stable compared to previous analyses; 82.5% of the 

companies included in this year’s analysis disclose GHG data (either fully or partially). The 

apportioned carbon emissions for the portfolio are 457,157 tC02e, 19% lower than those for the 

benchmark. These results are due to a strong positive sector allocation (18.2%) and positive 

stock selection (9.3%). The two sectors that contribute most positively to the carbon efficiency of 

the portfolio are the Fund’s relative underweight positions in Utilities and Energy.  

(ii) Environmental footprint: Measures the environmental risks and opportunities not captured by 

standard carbon analysis and quantifies GHG emissions, water, waste , land and water 

pollutants and air pollutants. Under TruCost’s methodology7, the portfolio is 21% more 

environmentally efficient than the benchmark. 

(iii) Stranded assets: Assets that may suffer from unanticipated or premature write-downs, 

devaluations or conversion to liabilities are referred to as ‘stranded assets’. Based on the value 

of holdings the portfolio is less exposed to extractive industries and fossil fuel reserves in 

comparison to the benchmark by 3.2% and 3.8%, respectively.  

(iv) Energy generation mix: In terms of the overall proportion of coal power in the energy 

generation mix, the Aggregate portfolio generates less energy from coal than the benchmark 

(15.03% versus 31.92%) and more energy from renewable sources (25.0% versus 17.7%). 

8. 2019/20 RI Priorities  

The Fund’s 2019/20 engagement priorities will be informed by our internal policy, Brunel’s policy and its 

strategic partnerships with the likes of Hermes and the investment management community.  

There is expected to be a large degree of alignment with Brunel’s six priority themes. The additional 

resources available to Brunel mean they can dedicate time to emerging environmental and societal themes 

too than the Fund can independently with LAPFF support.  

The main priorities for the Fund are: 

(a) Climate change including pollution, waste and plastics 

(b) Human capital and diversity 

(c) Cyber security especially in respect of access and governance 

(d) Cost and tax transparency  

Emerging themes that Brunel and Hermes will develop over the next few years also include: 

(a) Sustainable protein sources: including the role that meat production plays in anti-microbial 

resistance (Natural resource stewardship) 

(b) Statements of company business purpose: ensuring that all companies have a business purpose 

that takes account of the impact on relevant stakeholders  (Business purpose and strategy) 

(c) Artificial Intelligence, automation and data risk management (Risk management) 

                                                           
4
 Direct = Scope 1 emissions plus C02e emissions from 4 additional sources; First Tier Indirect = Scope 2 plus partial 

Scope 3 emissions 
5
 Compares the total GHG emissions of each holding relative to revenues generated. 

6
 Proxy benchmark made up of 25% FTSE AS; 60% MSCI World ex UK; 15% MSCI Emerging Markets index  

7
 TruCost assigns an environmental cost to each resource and pollutant, based on TruCost’s academic panel and 

environmental economics literature 



Finally, we support efforts to focus improving regional and sector disclosure levels by targeting engagement 

with companies that currently provide little in the way of disclosure (i.e. lagging their peers). Brunel will be 

instrumental in determining the best engagement approaches to use to achieve the greatest impact. 

9. List of Appendices to Report 

Appendix 1: Avon RI Policy  

Appendix 2: Brunel RI Policy 

Appendix 3: Table of Key Manager Affiliations and Memberships 
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Avon Pension Fund

Responsible Investment Policy

Introduction and Purpose

The Avon Pension Fund (‘Fund’) is a long-term investor. Our aim is to deliver financially 
sustainable returns to meet the future pension benefits of our members.

We have a fiduciary duty to act in the best interest of the Fund’s members. This includes
managing Environmental, Social and Corporate Governance (‘ESG’) issues that may be financially 
material to the Fund.

The Fund defines Responsible Investment (RI) as the integration of ESG issues into its 
investment processes and ownership practices in the belief this can positively impact financial 
performance.

In developing its approach to RI, the Fund seeks to understand and manage ESG and reputational 
risks to which the Fund is exposed. This policy sets out the Fund’s approach to RI and details the 
actions the Fund, and its external providers, take on behalf of the Fund’s members and other
stakeholders, to protect the Fund from ESG and reputational risks.

The Fund’s Approach to RI

As a long-term investor, the Fund recognises that it should manage ESG risks that can be both 
long-term and short-term in nature. In addition, the Fund seeks to identify investment opportunities 
aligned with its long-term objectives. The Fund supports the principles underlying the UN 
Principles for Responsible Investing (PRI). The Fund’s RI Policy seeks to improve compliance with
these principles.

The foundations of the Fund’s approach to RI are its RI Principles, which are set out below:

 The Fund is a long-term investor, with liabilities stretching out for decades to come, and seeks
to deliver long-term sustainable returns.

 The identification and management of ESG risks that may be financially material is consistent
with our fiduciary duty to members.

 The Fund integrates ESG issues at all stages of the Fund’s investment decision-making
process, from setting investment strategy to monitoring the Fund’s investment managers.

 The Fund seeks to identify innovative and sustainable investment opportunities, in-line with
its investment objectives.

 The Fund applies evidence-based decision-making in the implementation of its approach to
RI.

 The Fund has a duty to exercise its stewardship and active ownership responsibilities
(voting and engagement) effectively by using its influence as a long-term investor to encourage
responsible investment behaviour.

 The Fund recognises the importance of collaboration with other investors in order to
achieve wider and more effective outcomes.

 The Fund aims to be transparent and accountable by disclosing its RI policy and activity.

 The Fund recognises that climate change is one of the ESG factors that poses a
long-term financial risk.  



   
Implementation 

The Fund seeks to integrate RI across its investment decision-making process for the entire 
portfolio. The Fund adopts a flexible approach to managing its investment strategy and asset 
allocation in order to ensure the strategy is robust from a risk and return perspective. Additional 
details of the Fund’s strategic investment approach can be found at 
http://www.avonpensionfund.org.uk/finance-and-investments 
 

 The Fund considers ESG issues when setting its investment principles and objectives.  
 

 ESG issues are considered when setting the Fund’s strategic asset allocation. As part of its 
strategic investment review process, the Fund considers: 

 
o The impact of ESG issues on each asset class. 
o The materiality of ESG risks within each asset class or approach to investing, recognising 

the differing characteristics of asset classes. 
o Whether there are any strategic ESG-related opportunities that would generate value. 
o Whether RI/sustainability benchmarks for investments or alternative non-traditional financial 

analysis could provide a more informed understanding of the risks within the Fund 
 

 The Fund believes that an inclusive approach whereby it can utilise all the tools at its disposal 
to manage ESG risks is the most appropriate approach. The Fund recognises that approaches 
that exclude or positively select investments may be appropriate for particular mandates. The 
Fund actively seeks to identify positive ESG-related opportunities that do not detract from risk-
adjusted returns. 
 

Working with the Fund’s Investment Advisors and Investment Managers 

In setting and implementing its investment strategy, the Fund takes advice from professional 
investment advisors.  

 The Fund actively considers RI capabilities and advice when selecting and monitoring its 
investment advisors. 

 The Fund expects its investment advisors to proactively consider and integrate ESG 
issues when providing investment advice to the Fund. 

 
The Fund’s assets are managed by third-party investment managers responsible for the day-to-
day investment decisions, including undertaking voting and engagement activities on behalf of the 
Fund.  

 The Fund actively considers ESG integration and active ownership when selecting and 
monitoring investment managers.  

 When appointing external investment managers, the Fund: 

o Includes in tenders an assessment of managers’ process for evaluating ESG risks within 
their investment process and makes use of this as an integral part of the selection 
process when relevant. 

o Considers whether appointing managers with specialist ESG research capability could 
better meet the investment objective of the mandate. 

o Includes the adoption of the PRI principles in the criteria for evaluating managers. 

 When monitoring external investment managers, the Fund:  

o Requires its investment managers to provide a statement setting out the extent to which 
they take ESG considerations into account in their investment processes.  



   
o Actively monitors the decisions of its investment managers’ regarding ESG issues that 

have a material impact on the value of the Fund’s assets. 

o Actively monitors the active ownership activities of its investment managers. 

 The Fund encourages its external investment advisors and investment managers to be 
signatories, and demonstrate commitment, to the PRI.  
 

Active Ownership (Voting and Engagement) 

The Fund recognises that it has responsibilities as a shareholder, as well as rights, and is an 
active owner. The Fund seeks to exercise its voice through engagement with its investment 
managers (and consequently portfolio companies) as part of its active ownership, or stewardship, 
duties to its beneficiaries.  

 Where practicable, the Fund will exercise its voting rights in all markets and its investment 
managers are required to vote at all company meetings. 

 The Fund is a signatory to the UK Stewardship Code (Code) and has outlined its approach 
to stewardship, including voting and engagement, in its Statement of Commitment to the Code. 
The UK Financial Reporting Council (FRC) has classified the Fund as a Tier 1 asset owner 
signatory, which recognises that the Fund provides a good quality and transparent description 
of its approach to stewardship. 

 The Fund delegates voting and engagement to its investment managers and regularly 
monitors how its investment managers undertake voting and engagement activities in 
comparison to relevant codes of practice.  

 

Collaboration  

The Fund recognises that collaboration with other investors is a powerful tool to influence 
the behaviour of companies, policy makers and other industry stakeholders. The Fund seeks to 
work with and support the initiatives of other bodies with similar goals.  

 The Fund takes an active role in the Local Authority Pension Fund Forum (LAPFF) to 
effectively exercise its influence through collaboration. 

 The Fund aims to be flexible in its collaborative initiatives, responding to invitations to 
collaborate on a case-by-case basis. 

 The Fund regularly reviews its participation in collaborative initiatives, including the benefits of 
participation. 

 
Example: Collaboration in Practice – ‘Aiming for A’ 

Through its participation in LAPFF, the Fund co-filed shareholder resolutions on climate change 
resilience at Rio Tinto in 2016 and supported similar resolutions at BP and Shell in 2015 as well as 
Glencore and Anglo American in 2016 as part of the ‘Aiming for A’ initiative. 

The votes had virtually unanimous shareholder support as the companies committed to provide 
increased disclosure on how they are tackling climate change at a strategic level.  

 

Reporting and Stakeholder Engagement 

The Fund recognises that transparency and disclosure is an important aspect of being a 
responsible investor.   

http://www.avonpensionfund.org.uk/finance-and-investments


   

  
  

   
 

   

 
   

 
 

 
   

 
 

 
  

 
 

 

  

  
 

 

   
 

 

 
 

  
 

 

 The Fund requires transparency and disclosure from its investment managers, including
reporting on engagement progress and success.

 The Fund publishes an annual RI report, outlining the activities it has taken over the prior 12
months, including reporting on its voting and engagement. The Fund’s most recent report can
be found at http://www.avonpensionfund.org.uk/finance-and-investments

Our Strategic RI Priorities

The Fund has considered its strategic RI priorities on the basis that the integration of ESG issues 
into the Fund’s investment processes and ownership practices can positively impact financial 
performance. The Fund has identified the following as strategic (3-5 year) priorities from an RI 
perspective:

 Proactively engage on strategic ESG risks: the Fund seeks to identify strategic ESG risks
for engagement on the basis of advice from the Funds investment advisors. It is the intention to 
select a number of topics on a regular basis (12 to 24 months) and to work with our investment 
managers and LAPFF to better direct engagement activity on these topics.

 Evaluate and manage carbon exposure: the Fund has identified climate change as a
potential financial risk and the Fund intends to measure and understand its carbon exposure 
and actively examine measures for reducing carbon exposure (decarbonisation) without 
negatively impacting financial objectives.

 Identify sustainable investment opportunities: consider the case for sustainable
opportunities, in-line with the Fund’s investment objectives.

 Improve public disclosure and reporting to members: the Fund recognises that there are
increasing expectations around disclosure and transparency with respect to ESG issues. The

  Fund intends to enhance analysis, disclosure and reporting on its RI activities and progress.

 

 

Our Commitment 

We acknowledge that the Fund’s approach to RI will need to continually evolve, both due to the 
changing landscape with respect to ESG issues as well as broader industry developments.  We 
are committed to making ongoing improvements to the Fund’s approach and the processes that 
underpin the delivery of this policy to ensure it remains relevant. 

This Policy will be reviewed as part of any strategic review of the Fund’s investment objectives and 
management of risk, or as required in response to changing regulations or broader governance 
issues. 

 

   Approved by the Avon Pension Fund Committee on 24 November 2016 and due to be reviewed in

2020 . 

http://www.avonpensionfund.org.uk/finance-and-investments
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Brunel’s Responsible Investment Policy 
Brunel aims to deliver stronger investment returns over the long term, protecting our 
Clients’ interests through contributing to a more sustainable and resilient financial 
system, which supports sustainable economic growth and a thriving society. 

Brunel Pension Partnership was formed in July 2017 and will oversee the investment of 
the pension assets (around £30bn/$40bn) of ten1 Local Government Pension Scheme 
funds in the UK. We use the name ‘Brunel’ to refer to the FCA authorised and regulated 
company.  

Brunel’s organisational values 
• We believe in making long-term sustainable 

investments supported by robust and 
transparent processes 

• We are here to protect the interests of our 
Clients and their beneficiaries 

• In collaboration with all our stakeholders we are 
forging better futures by investing for a world 
worth living in 

These values are underpinned by a set of investment 
principles that were agreed collaboratively across the 
Partnership (see right). 

Although Responsible Investment (RI) and 
Responsible Stewardship are singled out separately, 
all the principles are intertwined with each other. 

Brunel has a comprehensive Responsible Investment 
Strategy. The RI Policy summarises the key elements 
of that strategy. 

The purpose of the policy is to provide 

• Clarity on how Brunel will deliver on some of its 
investment principles for all stakeholders, most 
particularly the nearly 700,000 beneficiaries of 
Brunel Pension Partnership Funds 

• Support for our Clients to enhance their ability  
to articulate how they will fulfil their specific 
Investment Strategy Statement disclosure 
requirements2  

• A framework under which we will publish 
supporting guidelines, position statements and 
annual implementation and engagement plans, 
proxy voting policy and voting records. 

 
1 Avon, Buckinghamshire, Cornwall, Devon, Dorset, Environment Agency, Gloucestershire, Oxfordshire, Somerset, 
and Wiltshire Funds. 

2 MHCLG (formerly DCLG) guidance for administering authorities in the formulation, publication and mainte-
nance of their investment strategy statement, as required by regulation 7 of the LGPS Investment Regulations 
2016 (July 2017). 

Brunel Pension Partnership 
Investment Principles 

• Long-term investors 

• Responsible investors 

• Best practice governance 

• Decisions informed through 
experts and knowledgeable 
officers and committees 

• Evidence and research at the 
heart of investments 

• Leadership and innovation 

• Right risk for right return 

• Full risk evaluation 

• Responsible stewardship 

• Cost effective solutions 

• Transparent and accountable 

• Collaboration 

The full wording is available on 
Brunel’s website: 
www.brunelpensionpartnership.org  

 

http://lgpsregs.org/schemeregs/invregs2016.php
http://lgpsregs.org/schemeregs/invregs2016.php
https://www.brunelpensionpartnership.org/en
http://www.brunelpensionpartnership.org/
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Responsible Investment at Brunel 
Brunel is a signatory of the UN-backed Principles for Responsible Investment (PRI) and 
aligns its practices and processes to their six principles and definition of RI3. 

Our approach is informed by our investment beliefs, and our Clients’ policies and priorities 
together with regulations and statutory guidance. The scope includes all our own 
operations (buildings, travel, people, and so on), as well as portfolio implementation and 
responsible stewardship. This ensures our own practices align with our expectation of 
the companies and assets in which we invest, that this approach is seamlessly embedded 
in everyday activities and that it enables everyone to contribute to forging better futures 
by investing for a world worth living in. 

As responsible investors, we recognise that every company or asset we invest in operates 
interdependently with the economy, civil society and the physical environment. 
Considering whether these interdependencies create financially material risks or 
opportunities for the investments is a core part of responsible investment. But this 
approach goes wider than just looking at individual investments – it applies to the beliefs 
and principles of the investor themselves and then using these beliefs and principles to 
guide the investor’s strategic thinking and embedding it in all that we do. It is important 
to emphasise that Brunel’s purpose of doing this is to better manage risk and generate 
sustainable, long-term returns. All actions are predicated on fulfilling our core legal 
obligations – our ‘fiduciary duty’ – to the Client Funds and their beneficiaries. 

Responsible investment (RI) is central to how Brunel fulfils its fiduciary duty. Brunel 
adheres to the highest standards of business ethics and integrity but is not an ethical 
investor4, as the term is usually used. We expect appointed managers to weigh up 
Environmental, Social and Governance (ESG) risks and opportunities as part of their wider 
evaluation of investment risk and return objectives as opposed to treating them as a 
stand-alone concern.  

Thought leadership, skills and knowledge 

We aspire to be thought leaders and to actively contribute of the development of the 
investment industry more broadly. A programme of personal and professional 
development, workshops and training across our Board, team and Clients ensures that 
“decisions are informed through experts and knowledgeable officers and committees.”5 

We are committed to having a strong, central core of expertise that has the breadth and 
depth of knowledge to manage assets and provide scrutiny of the skills and knowledge of 
our appointed asset managers and specialist service providers. Our website provides 
overviews of the whole team, summarising their skills and knowledge.  

Long-term partnerships 

Brunel is a long-term investor and looks to establish long term partnerships with asset 
managers and service providers who share our values. Whilst not legally binding, the 
Brunel Management Accord sets out shared expectations of the relationship with a focus 
on good communication and partnership working.  

The Accord is available on our website.  

  

 
3 Responsible investment is an approach to investing that aims to incorporate environmental, social and governance (ESG) 
factors into investment decisions, to better manage risk and generate sustainable, long-term returns (Principles for Responsible 
Investment). 
4  Ethical investment is an investment approach determined by an investor's specific views, usually based on a set of values. These 
values can take precedence over financial considerations. 
5 See investment principles on skills and knowledge. 

https://www.unpri.org/
https://www.unpri.org/pri/what-are-the-principles-for-responsible-investment
https://www.brunelpensionpartnership.org/people/
https://www.brunelpensionpartnership.org/wp-content/uploads/2018/11/Brunel-Asset-Management-Accord-2018.pdf
https://www.unpri.org/pri/what-is-responsible-investment
https://www.unpri.org/pri/what-is-responsible-investment
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Responsible Stewardship at Brunel 
Stewardship is the responsible allocation and management of capital across the 
institutional investment community to create sustainable value for beneficiaries, the 
economy and society.6 

Brunel believes in being a good steward in all asset classes. For example, stewardship 
opportunities in private markets can be particularly effective as capital (and by extension 
influence) is concentrated, providing opportunities to support management in 
embedding robust governance and working practices. 

Our Stewardship Policy sets out our overall approach and will build over time to articulate 
specific detail for each asset class.  The document contains details of our engagement 
and voting position on a wide range of issues, including; 

• Sustainability, Climate Change and Sustainable Development Goals (SDGs) 

• Human and Natural Capital 

• Company Boards 

– Conduct and Culture 

– Board Composition and Effectiveness 

• Executive Remuneration 

• Audit 

• Protection of Shareholder and Bondholder Rights (including dual share class and 
share buy-backs) 

Engagement 

Being an active, responsible owner is essential to Brunel’s ability to identify risks and 
opportunities in its investment portfolios. Brunel will set engagement objectives linked to 
the six priority themes identified from page seven. Clients will receive quarterly 
engagement updates relating to both Brunel and its appointed asset managers’ 
activities. Summary information will be publicly available. 

Voting 

As part of owning publicly listed companies Brunel, on behalf of its Clients, will have the 
opportunity to vote at company meetings (AGM/ EGMs7). Brunel has a single voting policy 
for all assets managed by Brunel in segregated accounts, articulated in our Stewardship 
Policy.  

Whilst we have centralised our voting activity, so we have one voice, our voting process 
activity involves our underlying asset managers and encourages them to share their 
insights into the companies they hold.  Brunel will actively seek, where aligned with our 
own policy, to support its asset manager in the escalation of its own engagement and 
voting activity.  

Implementation is be supported by the appointment of an engagement and voting 
service provider. Assets will continue to operate under the current arrangements 
determined by Brunel Client Funds until they are transitioned into the new portfolios.  

Brunel will publish its voting policy and provide online voting records quarterly. 
Brunel may on occasions publish how it intends to vote ahead of a company AGM (pre-
declare). We will normally do this as part of an escalation of engagement or as part of a 
wider collaborative engagement. 

 
6 Source FRC, Stewardship Code Consultation, 2019. 
7 AGM – Annual General Meeting. EGM – Extraordinary General Meetings. 

https://www.brunelpensionpartnership.org/stewardship/policy-advocacy/
https://www.brunelpensionpartnership.org/stewardship/policy-advocacy/
https://www.brunelpensionpartnership.org/stewardship/policy-advocacy/
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Where we hold securities that are subject to a law suit (individual or class action), Brunel 
will decide, considering the merits and complexities of such action, to participate in such 
litigation on a case by case basis.  

Brunel has developed a stock lending policy which embeds our commitment to be a 
responsible investor.  Specifically, where there is a perceived trade-off between the 
economic benefit of stock lending, and Brunel’s ability to discharge its obligations as a 
responsible long-term investor, the latter will have precedence. 
 

Conflicts of Interest 

Brunel has a robust approach to conflicts of interest, with comprehensive controls 
operating at all levels within the business. The effective management of potential Conflicts 
of Interest is a key component of our due diligence on all asset managers and service 
providers, as well as our ongoing contract management. More details on Brunel’s approach 
are available on our website. 

 

Our approach 

Responsible Investment focused on three pillars 

• To integrate – More efficient and effective to ensure an investment-driven focus 

• To collaborate – Enhanced scale from collaboration amplifies impact and is more 
likely to lead to desired outcomes  

• To be transparent – Builds trust by doing, and being seen to do, what we expect 
of others and leading by example 

The matrix below brings to life the practical steps Brunel will take to implement 
responsible investment and responsible stewardship. 

 

 

https://www.brunelpensionpartnership.org/


 

6 
Public                                                                Authorised and regulated by the Financial Conduct Authority No. 790168 

Brunel has a comprehensive suite of polices covering operational aspects of our business. 
These include policies ranging from manager monitoring, tax and securities lending to 
those relating to human resources and procurement of goods and services. Our 
commitment to be a responsible investor is fully integrated and consistent across all 
these areas. 
 
Responsibility for managing specific ESG risks, including climate risk, as they affect Brunel 
and our Clients, are being explicitly incorporated into the role specifications of our Board, 
executives and other key personnel. 

 

Priority themes 
Whilst all financially material risks will form part of the risk assessment of the underlying 
portfolios, Brunel has identified six priority themes where the potential financial impact 
cuts across countries, sectors, portfolios and asset classes. The six themes are informed by 
an overall assessment of risk and Clients’ own policy priorities and are consistent with 
those identified by the Local Authority Pension Fund Forum. Brunel will use these themes 
to focus its engagement programme and partnerships. 

The six themes are summarised below, but Brunel will publish more detailed position 
statements on each area, outlining aims, objectives and, where applicable, targets. 

1. UK policy framework. Brunel will support policy makers in the development of a 
robust framework that promotes sustainable economic growth. The principal 
objectives include: contributing to the UK Corporate Governance Code and 
related company law, UK Stewardship Code (FRC), work of The Pensions 
Regulator, Green Finance Initiative, Global Social Impact Investment Steering 
Group and MHCLG (the government department with responsibility for the Local 
Government Pension Schemes or LGPS). 

2. Climate change. Brunel believes climate change poses significant risks to global 
financial stability and could thereby create climate-related financial risks to our 
own business operations, portfolios and Client partner funds, unless action is taken 
to mitigate these risks. 

Our framework for assessing the impacts of climate change encompasses 
adaptation and physical risks (the risks posed by the consequences of climatic 
change) as well as those risks and opportunities arising from the transition to a 
low carbon economy (risks from addressing the root causes of climate change). 

Brunel is a member of the Institutional Investors Group on Climate Change 
(IIGCC), PRI and a supporter of the Transition Pathway Initiative (TPI) which will 
support our ability to apply best practice due diligence and engage with the 
companies in which we invest. Brunel advocates strongly for improved 
transparency and will disclose in line with the recommendations of the Task Force 
on Climate-related Financial Disclosure (TCFD), including the publication of 
annual carbon footprints and fossil fuel exposure, alongside the development of 
other carbon metrics.   

Brunel does not consider a top-down approach to disinvestment to be an 
appropriate strategy for its Clients. By integrating climate change into our risk 
management process, using carbon footprinting, fossil fuel exposure and 
challenging managers on physical risks, we seek to reduce unrewarded climate 
and carbon risk. This results in selective disinvestment based on investment risk, 
supporting our commitment to decarbonising our listed portfolios.   

For more information, please see our position statement on Climate Change. 

  

http://greenfinanceinitiative.org/workstreams/green-finance-taskforce/
http://www.iigcc.org/
https://www.unpri.org/climate-change/2-degrees-of-separation-transition-risk-for-oil-and-gas-in-a-low-carbon-world/594.article
http://www.lse.ac.uk/GranthamInstitute/tpi/
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
https://www.brunelpensionpartnership.org/wp-content/uploads/2019/05/Climate-Change-Brunel-Position-Statement-2019.pdf
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3. Cost and tax transparency. Brunel is a signatory of the LGPS Code of  
Transparency and requires all appropriate managers to be signatories. Tax is 
complex, but it is also the way corporations contribute to the economies in which 
they operate. We believe there is the potential for financial consequences for 
companies whose tax practices are deemed inappropriate by policy makers, 
regulators and wider society. We believe openness about the approach taken is a 
key step to building understanding and trust. Brunel will publish its own approach 
to tax transparency and engage with companies to disclose their approach. 

4. Human capital & diversity. Implementation of this theme will overlap significantly 
with manager selection and monitoring, working with the Diversity Project. The 
proposed updates to the UK Corporate Governance Code place a welcome focus 
on culture, workforce engagement and diversity. Our engagement programme 
will aim to follow up on the implementation of the spirit of the new Code once 
published. We are members of The 30% Club and will support its aim and 
objectives through engagement and voting. 

5. Supply chain management. This theme focuses on specific companies and 
sectors where the effective management of suppliers is a principal business risk 
e.g. food provenance, scarce supply base or joint ventures in high risk activities/ 
countries. Sub-themes include animal welfare, climate risk, modern slavery, water 
quality and availability and the reduction of single-use plastics as part of our wider 
commitment to enhanced sustainability. 

6. Cyber security (IT security and misuse). This theme covers risks relating to data 
security and privacy. The primary activities will be engagement with specific 
companies and to support research and initiatives to promote corporate 
awareness and action on cyber security.  

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Example of RI in action: Integration into manager selection 

Asset class, geography and risk objectives will have a bearing on which RI and ESG risks will 
be most relevant to focus on when making an appointment.  Whilst the examples below 
are not our manager selection criteria, they do illustrate the sort of things we consider 
when selecting managers: 

• Philosophy (investment, corporate culture, Board-level leadership) 

• Policies (commitment, policy framework, pricing and transparency) 

• People (numbers, retention, inclusion, diversity in all senses e.g. gender, cognitive, etc) 

• Processes (investment process, performance, reporting, stewardship) 

• Participation (thought-leadership, innovation, contribution to investment industry) 

• Partnership (in it together, cultural fit) 

Integrating RI into mandate design and risk appraisal process prior to launching a search 
for a manager is therefore critical in ensuring that we focus on the right things. More  
information about the selection and monitoring of managers is on our website. 

http://lgpsboard.org/index.php/structure-reform/cost-transparency
http://lgpsboard.org/index.php/structure-reform/cost-transparency
http://diversityproject.com/
https://30percentclub.org/
https://www.brunelpensionpartnership.org/
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Reporting on progress 
Brunel demands high standards of transparency from the companies and organisations it 
works with, so places a high priority on being transparent itself and providing high 
standards of reporting and communication. 

As outlined above, we plan to publish position statements on each priority theme, an 
annual engagement plan, voting records and updates on engagement activity. Together 
with our PRI Transparency Report (available 2020), we will produce an annual progress 
report. We publish the public Engagement Plan (updated annually) and quarterly 
progress reports by our engagement and voting provider, Hermes EOS. Further detail is 
provided to Client partner funds. 

Brunel is also committed to reporting on the positive impacts of the investments it 
makes. The Sustainable Development Goals (SDGs), provide a useful framework to 
translate the positive outcomes of the 
investments we make to real world issues. 
We have committed to enhance our ability 
to make meaningful disclosures linked to 
these global priorities and encourage 
companies to evaluate their fitness for the 
future, through benchmarks such as Future 
Fit. 

We aim to use our website as the primary 
route for additional information and further 
insights to our approach into responsible 
investment and the risk management of 
ESG factors. 

 

Policy development, accountability, review and compliance 

The Brunel Board approves and is collectively accountable for Brunel’s Responsible 
Investment Strategy and Policy, but operational accountability on a day to day basis is 
held by the Chief Responsible Investment Officer. 

The Chief Executive Officer is responsible for ensuring effective implementation across 
the whole organisation, ensuring Brunel’s own operations meet or exceed best practice 
standards. Our CEO is also a designated Diversity Ambassador. 

The Chief Investment Officer is responsible for ensuring the integration into the portfolio 
construction, implementation and overall investment decision making. All members of 
the investment team have explicit responsibility for the implementation of responsible 
investment within their respective roles. 

Whilst the strategy and policy are designed for the long term (5+ years), they are reviewed 
by the Board annually. This annual review is informed by active stakeholder engagement.  

The strategy and policy have been developed in conjunction with key stakeholders, 
including the Brunel Oversight Board, Brunel Client Group and Client RI Working 
Group, membership of which includes representatives from the administering authorities 
it serves and Brunel staff. 

Progress and compliance is monitored by all the groups outlined above. Any significant 
breaches will be reported to Audit, Risk and Compliance Committee. Severe breaches 
can lead to disciplinary action or termination of contracts (where the breach is committed 
by an asset manager or other service provider). 

 

https://www.un.org/sustainabledevelopment/sustainable-development-goals/
http://futurefitbusiness.org/
http://futurefitbusiness.org/
https://www.brunelpensionpartnership.org/
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Getting in touch 

If you have any questions or comments about this policy, please email Faith Ward, Chief 
Responsible Investment Officer, at RI.Brunel@brunelpp.org. 

For general fund manager enquiries, meeting requests and other materials (updates, 
newsletters, brochures and so on), please contact us on  
investments.brunel@brunelpp.org. 

 

Disclaimer 

This content is produced by the Brunel Pension Partnership Limited. It is for the exclusive 
use of the recipient and is neither directed to, nor intended for distribution or use by, any 
person or entity who is a citizen or resident of or located in any locality, state, country or 
jurisdiction where distribution, publication, availability or use of this document would be 
contrary to law or regulation.  

This content is provided for information purposes only and is Brunel’s current view, which 
may be subject to change. This document does not constitute an offer or a 
recommendation to buy or sell securities or financial instruments. It is designed for the 
use of professional investors and their advisors. It is also not intended to be a substitute 
for professional financial advice – specific advice should be taken when dealing with 
specific situations.  

Past performance is not a guide to future performance. 

 

 

  

mailto:RI.Brunel@brunelpp.org
mailto:investments.brunel@brunelpp.org
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Appendix 1 

 

Partnerships and affiliations 

30% Club  Aims to develop a diverse pool of talent for all businesses through the 
efforts of its Chair and CEO members who are committed to better gender 
balance at all levels of their organisations. 

A4S – Accounting for 
Sustainability 

The Prince’s Accounting for Sustainability Project was established by HRH 
The Prince of Wales in 2004 to promote improvements in reporting and 
transparency.  

British Private Equity & 
Venture Capital Association 
(BVCA) 

Industry body and public policy advocate for the private equity and venture 
capital industry in  
the UK. 

The Diversity Project  

 

A group of leaders in the investment and savings profession who are 
working to accelerate progress towards an inclusive culture within our 
industry. 

Future-Fit Business 
Benchmark 

Not-for-profit organisation with the aim of encouraging and equipping 
business leaders and investors to take action in response to today’s biggest 
societal challenges, from climate change to inequality. 

The Green Finance Initiative Launched in January 2016 by the City of London in partnership with the 
government to promote the UK as a global centre for green finance. 

Institutional Investor Group 
on Climate Change (IIGCC) 

A forum for collaboration by institutional investors on the investor 
implications of climate change. 

Local Authority Pension 
Fund Forum (LAPFF) 

The UK’s largest collaborative forum for collective engagement, covering 
£200bn in collective assets under management. 

Pensions for Purpose Collaborative initiative of impact managers, pension funds, social 
enterprises and others involved or interested in impact investment. 

Sustainable Accounting 
Standards Board (SASB) 

SASB Alliance Member 

SASB standards focus on financially material issues with a mission to help 
businesses around the world report on the sustainability topics that matter 
most to their investors. 

ShareAction Charity that promotes Responsible Investment and gives savers a voice in 
the investment system. 

The Transition Pathway 
Initiative 

Co-founded in 2016 by the Environment Agency Pension Fund and the 
Church of England National Investing Bodies. The initiative assesses how 
companies are preparing for the transition to a  
low-carbon economy and will form the basis for engagement with 
companies. 

Principles for Responsible 
Investment 

United Nations-supported and investor-led global coalition promoting the 
incorporation of environmental, social and governance factors. Brunel was 
the first LGPS Pool to join. 

The TCFD (The Task Force on 
Climate-related Financial 
Disclosures) 

Will develop voluntary, consistent climate-related financial risk disclosures 
for use by companies in providing information to investors, lenders, insurers, 
and other stakeholders. 

UKSIF (The UK Sustainable 
Investment and Finance 
Association) 

Membership organisation for those in the finance industry committed 
to growing sustainable and responsible finance in the UK. 

 



Appendix 3: Table of Key Manager Affiliations

Tier 1 FRC 

Stewardship Code 

Status

UN PRI Signatory
ClimateAction 

100+ Signatory

Recognised TPI 

Supporter
IIGCC Member TCFD Supporter

SASB Alliance 

Organizational 

Member 

Brunel       

-          LGIM       

-          Ballie Gifford       

-          Invesco       

-          ASI       

 Pyrford     

 

Jupiter       

JPM     

 

Partners      

IFM    

 

Loomis       

Schroders     

 

Ruffer       

Unigestion     

 

Genesis       

BlackRock     

n/a

n/a




