Tamworth Co-operative Society Limited Employees’
Superannuation Fund

Statement of Investment Principles — Implementation Statement

The purpose of this Statement is to provide information which is required to be disclosed in accordance with
the Occupational and Personal Pension Schemes (Disclosure of Information) Regulations 2013, as
subsequently amended, including amendments to transpose the EU Shareholder Rights Directive (SRD I1)
into UK law. In particular, it confirms how the investment principles, objectives and policies of the Trustees’
Statement of investment Principles (SIP) dated 14 January 2022 have been implemented.

It also includes the Trustees’ voting and engagement policies, as well as details of any review of the SIP
during the year, subsequent changes made and the reasons for the changes (if any). A description of the
voting behaviour during the year, either by or on behalf of the Trustees, or if a proxy voter was used, is also
included within this Statement.

This Statement covers the period 1 April 2022 to 31 March 2023.

Investment Objectives of the Scheme

The Trustees’ objectives for setting the investment strategy of the Scheme have been set broadly with
regard to the Scheme’s Statutory Funding Objective set out in the Statement of Funding Principles.

The Trustees' primary objectives are set out on page 2 of the SIP and are as follows:

s To ensure that the assets are of a nature to enable the Trustees to meet the Schefne's benefits as
they fall due.

e Toinvestthe Scheme's assets in an appropriately diverse and liguid range of investments.

+ Toinvest in a way that is consistent with the Scheme’s funding objectives, i.e. to invest so that the
investment return assumptions used to determine the Trustees’ funding plan have a reasonable
chance of being achieved in practice.

« To target a fimit of exposure to downside equity-like risk of around 50% of the Scheme’s assets.

«  Where future opportunities arise, the Trustees will consider further steps to reduce the volatility of
the Scheme’s funding position and thereby improve the security of members’ benefits.

The Trustees appreciate that these objectives are not necessarily mutually exclusive,

The Trustees also recognise that it is currently necessary to accept some rlsk in the investment strategy to
achieve the long-term funding objective.

Review of the SIP

The SIP was last reviewed in January 2022. The Trustees updated the SIP to reflect changes in the
Scheme's investment strategy.

Prior to this, the SIP had last been updated in Juty 2020 to take account of new investment regulations in
relation to Environmental, Social & Governance (ESG) considerations.

The Trustees have a policy on financially material considerations relating to ESG issues, including the risk
associated with the impact of climate change. In addition, the Trustees have a policy on the exercise of
rights and engagement activities, and a policy on non-financial considerations. These policies are set out
later in this Statement and are detailed in the Trustees’ SIP.

The Trustees' policies on financially and non-financially material considerations, as well as engagement and
voting activities, were not updated in the SIP in force during the year.



investment managers and funds in use

During the year, the Trustees investment strategy, was as shown in the table below, which reflects the
Trustees SIP.

Asset Class : Fund - ' Target Asset Allocation

20%

Global equities

Risk-controlled multi-asset LGIMDynamchlverSIﬁedFund .'f:.' 20% + 5%
Multi-asset income LGIMRetlrement |ncomeMUitlASSEtFund 40%
Llabliity Driven Investment (L.DI) LGIMMatchlngCoreFunds e . e 20% + 5%

Total - ; ey - : 100%

The investment strategy above is intended to provide target protection of 75% against any changes in the
value of the Scheme’s liabilities (up to the value of assets) due to changes in interest rates and inflation
expectations (referred to as the Scheme's ‘Target Hedging Ratios’).

Investment Governance

The Trustees are responsible for making investment decisions, and seek advice as appropriate from
Broadstone Corporate Benefits Limited {'Broadstong’), as the Trustees’ investment consultant.

The Trustees do not actively obtain views of the membership of the Scheme to help form their policies set
out in the SIP, as the Trustees’ primary objective is to meet the benefits of the Scheme as they fall due, and
the current investment strategy in place is intended to meet this objective. In addition, the Trustees note that
the Scheme is comprised of a diverse membership, which the Trustees expect to hold a broad range of
views on ethical, political, social, environmental, and quality of life issues.

The Trustees have put in place strategic objectives for Broadstone, as the Trustees’ investment consultant,
as required by the Occupational Pension Schemes (Governance and Registration) (Amendment)
Regulations 2022, which were last reviewed by the Trustees on 10 December 2022. These objectives cover
demonstration of adding value, delivery of specialist investment consultancy services, proactivity of
investment consultancy advice, support with scheme management, compliance and service standards.



Trustees’ Policies

The table below sets out how, and the extent to which, the relevant policies in the Scheme's SIP have been

followed:

Selection of
Investments

i part or all of the future lrabllttres_due from |t

'T_The Tfustees may hold _awor_ mg cash balance for the purpose of
~‘meeting benef t paym nts Vdue to members and the expenses of

Implementation of Policy

No deviation from this policy
over the year to 31 March

' | 2023,

Balance of
Investments

r.iThe Target Asset Allo tron will be set takrng account of the o
: __characterrstrcs of: dlfferent asset classes ava:lable and will be
reviewed in light-of : any changes to the Trustees view of the -
‘:-:._Spcnsormg Employers. covenant the: nature of e-:Scheme s
__||ab||ltles or. relevant regulatrons governmg pens:on scheme

|on from tlme to trme

‘ stees will se : A _ " No deviation from this policy
-detenmned wrth the i tentron of meetrng therr |nvestment ebjectlves -

over the year to 31 March

2023

Delegation to
Investment
Managers

‘;:-The Trustees w | .delegate the day to—day management of the _
8¢ 'me s.dssets to professronal investment managers and wrll not
b mvolved |n the buyrng or sellrng of rnvestments JEE -

No deviation from this policy
- over the year to 31 March
i 2023,

Realising
Investments

--'The Trustees make' srnvestments from the investment Manager

- with the: assrstanc" of; Broadstone the Scheme $ mvestment s
;.:_advrs $, 38 Neces: ary, to meet the Scheme s cashﬂow '
E'j.reqmrements o SR S

" No deviation from this policy
.- i over the year to 31 March
2023,

Maintaining the
Target Asset
Allocation

characterlstlcs of the strategy move srg'
f{.rntended :

?-"The Trustees hav espons:brlrty for malntalnlng the overall balance
“of the’ asset allocatlon relative to the Target Asset Allocatlon and B
if‘Target Hedglng Ratios. The Trustees honitors: the: asset allocatron L
~ona: regular basis with the: ass:stance of their advrser Broadstone

and will consider swrtchlng assets betwee :_funds shouid the
ificantly away from that

The Scheme's asset

.- allocation and hedging levels

had deviated from target as

" at 31 March 2023, due to

market movements.

' Following the year-end, a
- Teview of the Trustees’

T investment strategy was
~ - undertaken, and a revised

strategy agreed.




Requirement i ‘ Implementation of Policy

e The performance
" benchmarks and objectives
= were reviewed on a quarterly

“-.": basis over the year to 31
"+ March 2023,

Performance
Benchmarks
and Objectives

hedglng agalnst change n-the value of the |iab|||tles for 4, typlcat
“defined beneﬁt pensmn scheme caused by mterest rate and mﬂatlon _

Investment No deviation from the
Management '_: . f . management charges over
Charges . the year to 31 March 2023.

" No deviation from this policy
over the year to 31 March
2023 (see below).

Financially and .
Non-Financially O
Material "
Considerations

Engagement Respon5|blllty for engagement W|th the Jssuers ofthe Scheme § No deviation from this policy

and Voting underlylng mvestment:hoidlngs and the' use of votmg nghts I8 "} over the year to 31 March
Rights

delegated toithe Investment. Manager The Trustees can: therefore ~ 2023 (see below).
i i } engagement and vetmg pollc ndirectly. . S

f The Investment Manager prowdes on request,-- mformatlon to the i
~Trustees on- its actions in felation to engagement and uge of: votmg L
! nghts The Trustees are therefore aware_of the polrc:es adopted by -
the Investment Manager - ol

Additional 1__T "e'?S_cheme holds AVCs separately from the: assets usmg a pohcy_'-'-' No deviation from this policy
Voluntary pr vrded b : 1 G Socuety L:mlted'= - over the year to 31 March
Contributions : ' 2023

(AVCs) "




Financially and non-financially material considerations

The Trustees recognise that Environmental, Social and Governance (ESG) issues can and will have a
material impact on the companies, governments and other organisations that issue or otherwise support the
assets in which the Scheme invests. In turn, ESG issues can be expected to have a material financial
impact on the returns provided by those assets.

The Trustees delegate responsibility for day-to-day decisions on the selection of investments to the
Investment Manager. The Trustees have an expectation that the Investment Manager will consider ESG
issues in selecting investments or will otherwise engage with the issuers of the Scheme’s underlying
holdings on such matters in a way that is expected to improve the long-term return on the associated assets.
The Trustees’ views on how ESG issues are faken account of in each asset class used is set out below.

Asset Class Activé/Passive  Trustees’ views
The Trustees acknowledge that the investment manager must invest in
. line with specified indices and, therefore, may not be able to disinvest
". from a particular security if they have cohcerns relating to ESG. The
. Trustees do expect the investment manager to take into account ESG
- ¢ considerations by engaging with companies that form the index, and by
. - exercising voting rights on these companies.

Global equities

:-. The Trustees expect the investment manager to take financially material
SSL Dt ESG factors into account, given the active management style of the funds
Risk-controlled multi- -~ * - "~ """ " * and the ability of the manager to use its discretion to generate higher risk
asset funds / multi- ive, . .- adjusted returns. The Trustees also expect their investment manager to
asset income ~* engage with the underlying investee companies, where possible,
- although they appreciate that fixed income assets within the portfolio do
- not typically attract voting rights.

" The underlying assets of the LDI solution consist of government bond
.27 funds and derivative contracts, with no underlying investee companies as
. such. Therefore, the Trustees believe there is less scope for the
- consideration of ESG issues to improve risk-adjusted returns in this asset
' class because of the nature of the securities.

LDI funds

The Trustees do not currently impose any specific restrictions on the Investment Manager with regard to
ESG issues but will review this position from time to time. The Trustees receive information from the
Investment Manager on its approach to selecting investments and engaging with issuers with reference io
ESG issues.

With regard to the specific risk to the performance of the Scheme’s investments associated with the impact
of climate change, the Trustees take the view that this falls within their generai approach to ESG issues.
The Trustees regard the potential impact of climate change on the Scheme’s assets as a longer-term risk
and likely to be less material in the context of the short to medium term development of the Scheme’s
funding position than other risks. The Trustees will continue to monitor market developments in this area
with their investment adviser.



Voting rights and engagement activities

The Trustees currently invest in pooled investment funds with the investment manager, and they
acknowledge that this limits their ability to directly influence the investment manager. in particular, all voting
activities have been delegated to the investment manager, as the Trustees do not have any legal right to
vote on the underlying holdings, given the pooled nature of the Scheme’s investments.

However, the Trustees periadically meet with their investment manager, to engage with them on how they
have taken ESG issues and voting rights into account for the investment approaches they manage on behalf
of the Trustees. As part of this, the Trustees will seek to challenge their investment manager on these
matters where they think this is in the best inferests of members.

Out of the funds held by the Trustees over the year, the global equity, risk-controlled multi-asset and multi-
asset income funds contain publicly listed equity holdings. These funds have voting rights attached to the
underlying equities held within the funds, and the Trustees have delegated these voting rights to LGIM and
LGIM reports quarterly to the Trustees on how they have voted on behalf of the Trustees for the underlying
holdings.

A summary of the votes made by LGIM from 1 April 2022 to 31 March 2023 on behalf of the Trustees for
each fund used by the Trustees during the year was requested from LGIM, with a request made to provide
voting data broken down into Environmental, Social and Governance categories. However, LGIM has
confirmed that the voting data is not yet available in this format. The Trustees will continue to request the
breakdown of this data in future periods. The data in the table below is therefore provided at total fund level.

Resolutions
Voted On

. Resolutions Voted:
' Manager Fund '

Against Abstained

LGIM Leiw Dynamlc Diversified Fund _}i_ . 99478

LGIM

| IM Retlrement Inco_ "Multl—Asset

Fun'd'

104586 7% 2% . 1% -

All of the Scheme’s assets are invested in pooled funds. LGIM do not use a proxy-voting service and voting
is performed in-house,



Significant votes

The Trustees have also requested details of the significant votes made on behalf of the Trustees by LGIM for
each fund in which the Scheme invests in and which has voting rights. In determining significant votes,
LGIM's Investment Stewardship team takes into account the criteria provided by the Pensions & Lifetime
Savings Association (PLSA) guidance. This includes but is not limited to:

» High profile votes which have such a degree of controversy that there is high client and/or public
scrutiny;

« Significant client interest for a vote: directly communicated by clients to the Investment Stewardship
team at the manager’s annual Stakeholder roundtable event, or where we note a significant increase
in requests from clients on a particular vote,

= Sanction vote as a result of a direct or coliaborative engagement;

e \Vote linked to an any manager engagement campaign, for example in line with LGIM Investment
Stewardship’s 5-year ESG priority engagement themes.

The Trustees believe the following are the most significant votes undertaken on their behalf over the scheme
year:

- SIGNIFICANT VOTE 1

investment Manager LGIM

Company Prologis inc.

Date of vote ' 4 May 2022

Resolution "Elect Director Hamid R. Maghadam
LGIM has a longstanding policy advocating for the separation of the roles of CEQ and

Why significant board chair. These two roles are substantially different, requiring distinct skills and

- experiences.

Voting decision Against

Manager comments LGm_# v‘wﬂ continue to _engage with our investee companies, pL{fJfICly advocate our position
on this issue and monifor company and market-leve! progress.

Vote outcome 93% For

- SIGNIFICANT VOTE 2

| investment Mnager LGIM
Company BP Plc
Date of vote 12 May 2022
Resolution Resolution to Approve Net Zero - From Ambition to Action Report

It is important for companies, especially those in the Oif and Gas sector, to set a clear and

Why significant credible climate transition strategy.

Voting decision For

“LGIM considers this vote significant as it is an escalation of our climate-related
Manager comments engagement activity and our public call for high qualify and credible transition plans to be
subject to a shareholder vole.”

Vote outcome 89% For




Engagement_ activities

The Trustees have also delegated engagement activities to LGIM. A notable engagement activity of LGIM is
provided below:

« LGIWM’s Investment Stewardship and Climate Solutions teams spoke directly with the management

- of Capricorn, a smaller-scale oil and gas company who announced their intention to merge with
other energy companies in 2022, which had raised some concerns about the company’s governance
and decision-making process. LGIM voiced their concerns about the first proposed transaction to
African-based Tullow Qil, as it did not seem to advance the energy transition strategy for Capricorn’s
shareholders, in light of the increased exposure fo oil prices and geographical risks. Additionally,
LGIM believed that such a merger would have resulted in increased financial leverage and
dramatically elevate climate transition risks. In further conversations with Capricorn, LGIM asked
detailed questions about the process they had gone through in terms of deciding on this merger and
whether other alternatives were considered. Nevertheless, despite mounting opposition from LGIM
and other shareholders, Capricorn and Tullow initially proceeded with the merger before a decision
was taken by Capricorn to abandon it, citing concems about market conditions and external factors
as the reason. A second merger proposal with NewMed, an Israeli-based natural gas producer, was
met with rising suspicion and even less support than the first. LGIM met again with Capricorn to
vaice their concerns. As a resuit of these unpopular proposals, Palliser Capital, a key shareholder of
Capricorn, called an Extraordinary General Meeting in January 2023 for shareholders to vote on a
complete overhaul of the Capricorn Board of Directors.

The Trustees also consider an investment manager’s policies on stewardship and engagement when
selecting and reviewing investment managers.

Monitoring of investment Arrangements

in addition to any reviews of investment managers or approaches, and direct engagement with investment
managers (as detailed above), the Trustees receive performance reports on a quarterly basis from LGIM,
together with performance reports from Broadstone on a quarterly basis to ensure the investment objactives
set out in their SIP are being met.
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Signed: n’?g’é"ﬁﬁ af Jruifecs Date: ))ﬂ‘ —jud/ 2023

On behalf of the Trustees of the Tamworth Co-operative Society Limited Employees’ Superannuation
Fund



