
Applied Materials (UK) Pension and Family 
Security Scheme  

Annual 2022 Implementation Statement 

Introduction 

This statement sets out how, and the extent to which, the Statement of Investment Principles (“SIP”) 
produced by the Trustees of the Applied Materials (UK) Pension and Family Security Scheme (“the 
Scheme”) has been followed during the year to 5 April 2022. This statement has been produced in 
accordance with The Pension Protection Fund (Pensionable Service) and Occupational Pension 
Schemes (Investment and Disclosure) (Amendment and Modification) Regulations 2018, the subsequent 
amendment in The Occupational Pension Schemes (Investment and Disclosure) (Amendment) 
Regulations 2019 and the guidance published by the Pensions Regulator.  This Implementation 
Statement covers both the Defined Benefit (“DB”) and Defined Contribution (“DC”) Sections of the 
Scheme. 

Investment Objectives of the Scheme   

The Trustees believe it is important to consider the policies in place in the context of the investment 
objectives they have set.  The objectives of the Scheme with respect to the DB and DC Sections 
included in the SIP are set out below. 

DB Section 

The Trustees’ objective is to invest the Scheme’s assets in the best interest of the members and 
beneficiaries, and in the case of a potential conflict of interest in the sole interest of the members and 
beneficiaries.  Within this framework the Trustees seek to manage the Scheme’s asset allocation in a 
manner that controls risk, costs and over time allows the Trustees to reduce reliance on the sponsor’s  
covenant. 

DC Section 

The Trustees’ objective is to make available a range of investment options, which should assist 
members of the DC Section to: 

 maximise members’ assets; 

 maintain the purchasing power of members’ savings; 

 provide protection for accumulated assets in the years approaching retirement; 

 allow members to tailor their investment choices to meet their own needs. 
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Review of the SIP – what has changed in the last 12 months? 

During the year to 5 April 2022 there have been no changes to the Scheme’s SIP. The latest version of 

the SIP is dated September 2020 and is due to be reviewed to reflect changes in the Scheme’s 

investment strategy. The changes are summarised below. 

DB Section 

Over the period under review, the Scheme completed the purchase of a bulk annuity contract with the 
insurer Canada Life with respect to the Scheme’s pensioners, with the aim to reduce funding and 
longevity risks. This was funded by c. 33% of the total Scheme’s assets. 

DC Section 

No investment strategy changes were implemented over the year under review. 

DB Section: Forward looking thoughts – what is currently being discussed? 

After year-end, the Trustees completed a post buy-in investment strategy review.  
 
The Trustees agreed to de-risk the Scheme’s investment strategy by moving invested assets from the 
equity portfolio into the bonds portfolio. As part of this, the Trustees also agreed to invest in a Liability 
Driven Investment (“LDI”) portfolio managed by LGIM and to increase the target interest rate and 
inflation hedge ratios to 90% of the liabilities measured on the long-term funding target (“LTFT”) basis.  
 
The LDI portfolio will be invested via pooled investment vehicles, and will be composed by physical and 
leveraged fixed income gilts index-linked gilts along with swap funds. The agreed benchmark allocation 
to the equity, corporate bond and LDI portfolios (all managed by LGIM) is 12.5%, 14.0% and 55.5% of 
total invested assets, respectively.   

Assessment of how the policies in the SIP have been followed for the year to 5 April 2022 

The information provided in this section highlights the work undertaken by the Trustees during the year, 
and longer term where relevant, and sets out how this work followed the Trustees’ policies in the SIP, 
relating to the DB Section and to the DC Section default investment arrangement.  The SIP is attached 
as an appendix and sets out the policies referenced below. 

 
 
 
 
 
 
 
 
 
 
 
 



DB Section 

 Requirement Policy In the year to 5 April 2022 

1 Securing compliance 
with the legal 
requirements about 
choosing investments 

The Trustees obtain advice from 
their investment adviser, who 
can provide expert advice 
enabling the Trustees to choose 
investment vehicles that can 
fulfil the Scheme’s investment 
objectives. In the Trustees’ 
opinion this is consistent with 
the requirements of Section 36 
of the Pensions Act 1995. 

Over the period under review, the Scheme completed the purchase of a bulk 
annuity contract with the insurer Canada Life with respect to the Scheme’s 
pensioners. This was funded by c. 33% of the total Scheme’s assets. The 
Trustees confirm that advice with respect to this was received from the 
investment advisor over the year to 5 April 2021. 

In addition, the Trustees confirm that advice was received from the 
investment advisor over the year to 5 April 2022 in relation to de-risking the 
Scheme’s investment strategy and implementing a new LDI portfolio. The 
strategy changes are due to be implemented post year-end. 

 

 

2 Kinds of investments to 
be held and balance 
between different kinds 
of risks 

The Trustees agreed to an 
investment strategy comprised 
of an equity portfolio, a bond 
portfolio and alternative 
investments in Multi-Asset 
Credit and a Secured Finance 
mandates. 

The equity portfolio comprises 
UK, developed market (50% 
currency hedged) and emerging 
market equities (no currency 
hedging in place). The bond 
portfolio is composed of UK 

The Trustees aim to review the Scheme’s investment strategy following 
significant changes in investment policy.  

Over the year under review, the investment strategy was split between a 
“growth” portfolio, comprising assets such as equities, Multi Asset Credit 
and Secured Finance that generate long-term excess return over the 
Scheme’s liabilities, and a “matching” portfolio, comprising UK gilts, index-
linked gilts and corporate bonds designed to match a portion of the changes 
in the value place on the liabilities from changes in long term interest rates 
and inflation and reduce funding level volatility.   

Post Scheme year-end, the Trustees have agreed to de-risk the investment 
strategy by moving invested assets from equities into the “matching” 
portfolio. The Scheme remains invested in corporate bond and will 
implement a new LDI portfolio, invested via pooled investment vehicles, 
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gilts, index linked gilts and 
corporate bonds.   

The strategic asset allocation is 
set to achieve the expected 
return required within an 
acceptable level of risk.  

composed by physical and leveraged fixed income gilts and index-linked 
gilts along with swap funds. 

 

3 Risks, including the ways 
in which risks are to be 
measured and managed 

The Trustees recognise risk 
(both investment and 
operational) from a number of 
perspectives in relation to the 
DB section of the Scheme. 

Should there be a material 
change in the Scheme’s 
circumstances, the Trustees will 
review whether and to what 
extent the investment 
arrangements should be altered, 
in particular whether the current 
risk profile remains appropriate. 

As detailed in Section 5 of the SIP, the Trustees considers both quantitative 
and qualitative measures for these risks when deciding investment policies, 
strategic asset allocation, the choice of fund managers / funds / asset 
classes. 

On at least a six-month basis, the Trustees review the Scheme’s asset 
allocation and may make rebalancing decisions to ensure that the overall 
level of risk and return is maintained.   

 

4 Expected return on 
investments 

The Scheme’s assets are 
expected to provide an 
investment return 
commensurate with the level of 
risk being taken. 

The investment performance report is reviewed by the Trustees on at least a 
six-monthly basis. The investment performance report includes how each 
investment manager is delivering against their specific mandates. The 
Trustees may invite managers to present to the Trustees if there are any 
concerns on the performance or management team.  

Over the 3 years to 31 March 2022, the Scheme has returned 5.0% p.a. 
relative to a benchmark of 4.6% p.a., both gross of fees. No actions were 
taken by the Trustees over the year in respect of manager appointments. 
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5 Realisation of 
investments 

The Trustees’ administrators will 
realise assets following member 
requests on retirement or earlier 
where required.  

The Trustees consider the 
liquidity of the investments in the 
context of the likely needs of 
members. 

The Scheme’s assets are mostly weekly dealt pooled investment vehicles 
(equities and bonds). Assets held with the Multi-Asset Credit and Secured 
Finance managers could be redeemed quarterly with 60 days’ notice and 
quarterly with 90 days’ notice, respectively. 

The disinvestment policy for meeting benefit payments consisted of 
disinvesting from the weekly dealt assets to balance the actual allocation 
with the strategic asset allocation agreed in the interim as far as possible.  

6 Financially material 
considerations over the 
appropriate time horizon 
of the investments, 
including how those 
considerations are taken 
into account in the 
selection, retention and 
realisation of 
investments 

 

The Trustees consider 
financially material 
considerations in the selection, 
retention and realisation of 
investments. Within the funds 
consideration of such factors, 
including environmental, social 
and governance factors, is 
delegated to the investment 
manager. 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 
stewardship obligations 
attached to the investments in 
line with their own corporate 
governance policies and current 
best practice. 

The investment performance report is reviewed by the Trustees on a regular 
basis  – this includes ratings (both general and specific ESG) from the 
investment advisor, as well as information on how each investment manager 
is delivering against their specific mandates. All of the managers remained 
generally highly rated during the year.   

Section 10 of the Scheme’s SIP includes the Trustees’ policy on ESG 
factors, Stewardship and Climate Change.  This policy sets out the 
Trustees’ beliefs on ESG and climate change and the processes followed by 
the Trustees in relation to voting rights and stewardship.  The Trustees keep 
their policies under regular review, with the SIP subject to review at least 
triennially. 

The Trustees acknowledge that managers in fixed income in general do not 
have a high ESG rating assigned by the investment consultant due to the 
nature of the asset class where it is harder to engage with the issuer of debt. 

Where managers may not be highly rated from an ESG perspective the 
Trustees continue to monitor. When implementing a new manager they 
would consider the ESG rating of the manager and balance against the 
prospects of the fund achieving its objective. 
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7 The extent (if at all) to 
which non-financial 
matters are taken into 
account in the selection, 
retention and realisation 
of investments 

Member views and non-
financially material issues are 
not currently explicitly taken into 
account in the selection, 
retention and realisation of 
investments. 

Whilst members’ views and non-financial issues are not currently explicitly 
factored in, the Trustees will continue to review their position on this policy. 

8 The exercise of the rights 
(including voting rights) 
attaching to the 
investments 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 
stewardship obligations 
attached to the investments in 
line with their own corporate 
governance policies and current 
best practice. 

 

The Trustees have delegated their voting rights to the investment managers.  
The Trustees do not use the direct services of a proxy voter, however the 
investment managers may enlist the service of a proxy voter when required.   

Investment managers are expected to provide voting summary reporting on 
a regular basis, at least annually.  The reports are reviewed by the Trustees 
to ensure that they align with the Trustees’ policy. Over the year to 31 March 
2022, the key voting activity on behalf of the Trustees was as follows: 

 LGIM – equity and bonds mandates 

The voting policy of the manager has been considered by the Trustees 
and the Trustees deem it to be consistent with their investment beliefs.  

LGIM uses ISS (Institutional Shareholder Services) as a proxy advisor 
but have developed and implemented their own custom policies. LGIM 
retains the oversight and the decisions made on the voting rights. The 
priority of the voting policies is to cover key issues which are essential 
for the protection of companies, shareholders and stakeholders; these 
include board structure and composition, remuneration and protection of 
shareholder rights. 

Over the year to 31 March 2022, LGIM voted on c. 72k resolutions 
(related to the equity funds in which the Scheme invests). LGIM voted 
against management at c. 17% of resolutions, primarily due to concerns 
around suitability of directors or auditors, pay or other elements of 
company strategy. Additionally, c. 9% of LGIM votes were casted 
against the recommendations of ISS. 
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Over the period under review, the Trustees did not consider it necessary 
to actively challenge the manager on its voting activity.  

 Ares – Secured Finance mandate 

Due to the debt characteristics of the underlying securities, there are no 

voting rights associated with this investment. The Trustees are 

comfortable with not closely monitoring voting activity within this 

mandate as it considers this to be of low materiality. 

 Apollo – Multi Asset Credit mandate 

As a fund that primarily invests in debt, there are relatively few voting 

rights associated with this investment. Where relevant ESG engagement 

activity undertaken over the year with relation to the fund concerned 

issues including improved reporting transparency on broad-based ESG 

issues, and governance and board effectiveness. The Trustees are 

comfortable with not closely monitoring voting activity within this 

mandate as it considers this to be of low materiality. 
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9 Undertaking engagement 
activities in respect of the 
investments (including 
the methods by which, 
and the circumstances 
under which, Trustees 
would monitor and 
engage with relevant 
persons about relevant 
matters) 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 
stewardship obligations 
attached to the investments in 
line with their own corporate 
governance policies and current 
best practice. 

Outside of those exercised by 
investment managers on behalf 
of the Trustees, no other 
engagement activities are 
undertaken. 

Investment managers are expected to provide reporting on a regular basis, 
at least annually including stewardship monitoring results.  

As the Scheme invests solely in pooled funds, the Trustees require their 
investment managers to engage with the investee companies on their behalf 
where relevant.   

The investment advisor’s ESG ratings help the Trustees to understand 
which managers are engaging and integrating ESG issues into their 
investment decision making and these are reviewed on at least a six-
monthly basis.    

The following reflects the work undertaken by managers during the year 
relating to the Trustees’ policy on ESG factors, stewardship and climate 
change: 

 LGIM  

LGIM confirmed that they are signatories of the current UK Stewardship 

Code (2020 version) and expect to continue being a signatory to the 

Code in 2022.  

Over 2021, LGIM reported 70% of their assets under management to be 

aligned with their net zero emissions pledge by 2030, 571 companies 

with which their investment stewardship team engaged, £290bn of 

assets managed in their responsible investment strategies (as at 31 

December 2021), 28 new responsible investment strategies launched 

and 180,200 worldwide resolutions on which the manager voted. 

Voting activity undertaken over the year under review is summarised in 

the table below. 
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Fund 

Number of 

meetings 

in which 

the 

manager 

was 

eligible to 

vote 

Number of 

resolutions 

in which 

the 

manager 

was eligible 

to vote 

% of 

resolutions 

in which 

the 

manager 

voted 

% of votes 

with 

management 

/ against 

management 

* 

% of votes 

contrary to the 

recommendation 

of the proxy 

adviser 

UK Equity 
Index 772 10,813 100% 93% / 7% 5% 

North 
America 
Equity 
Index ** 

663 8,181 100% 70% / 30% 23% 

Europe 
(ex-UK) 
Equity 
Index ** 

549 9,447 100% 82% / 17% 8% 

Japan 
Equity 
Index ** 

512 6,109 100% 87% / 13% 10% 

Asia 
Pacific (ex 
Japan) 
Developed 
Equity 
Index ** 

499 3,457 100% 73% / 26% 17% 

World 
Emerging 
Markets 
Equity 
Index 
Fund 

4,087 34,237 100% 81% / 17% 6% 

Source: LGIM. Figures subject to rounding. *Balance refers to % of resolutions from 

which the manager abstained from voting. ** Same voting data is applicable to the 

currency hedged versions of the funds. 

Below are some examples of  LGIM’s engagements with companies and 

significant votes cast on behalf of the Trustees over the period under 

review: 
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− UK Equity Index Fund: The Sage Group Plc; 3 February 2022 
meeting; Resolution 11 – Re-elect Drummond Hall as Director. 

− Voted Against the resolution. Diversity: A vote against was 
applied because of a lack of progress on gender diversity on 
the board.  LGIM expects boards to have around one-third 
female representation on the board at least. 

− McDonald’s Corporations; 20 

May 2021 meeting; Resolution 5 – Report on Antibiotics and 

Public Health Costs

− Voted For the resolution. LGIM voted in favor as they believe 
the proposed study will contribute to informing shareholders 
and other stakeholders of the negative externalities created 
by the sustained use of antibiotics in the company’s supply 
chain and its impact on global health, with a particular focus 
on the systemic implications. Antimicrobial resistance (AMR) 
is a key focus of the engagement strategy of LGIM’s 
Investment Stewardship team. Whilst LGIM applauds the 
company’s efforts over the past few years on reducing the 
use of antibiotics in its supply chain for chicken and beef as 
well as pork, LGIM believes AMR is a financially material 
issue for the company and other stakeholders, and LGIM 
want to signal the importance of this topic to the company’s 
board of directors. 

− Europe (ex-UK) Equity Index Fund: ABB Ltd.; 24 March 2022 
meeting; Resolution 7.10 – Reelect Peter Voser as Director and 
Board Chairman. 

− Voted Against the resolution.  Diversity: A vote against is 
applied as LGIM expects a company to have a diverse board, 
with at least 25% of board members being women.  LGIM 
expects companies to increase female participation both on 
the board and in leadership positions over time. 
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− Japan Equity Index Fund: Mitsubishi UFJ Financial Group Inc.; 
29 June 2021 meeting; Resolution 3 – Amend Articles to 
Disclose Plan Outlining Company’s Business Strategy to Align 
Investment with Goals of Paris Agreement. 

− Voted For the resolution.  Climate change: A vote in favour of 
this shareholder proposal was warranted as LGIM expects 
companies to be taking sufficient action on the key issue of 
climate change. While the manager positively notes the 
company’s recent announcements around net-zero targets 
and exclusion policies, LGIM think that these commitments 
could be further strengthened and the manager believes the 
shareholder proposal provides a good directional push. 

− Asia Pacific (ex Japan) Developed Equity Index Fund: Hyunai 
Motor Co. Ltd.; 24 March 2022 meeting; Resolution 2.2.1 – Elect 
Jeong Ui-seon as Inside Director. 

− Voted Against the resolution.  Joint Chair / CEO: A vote 
against was applied as LGIM expects the roles of Board 
Chair and CEO to be separate. These two roles are 
substantially different and a division of responsibilities 
ensures there is a proper balance of authority and 
responsibility on the board. 

− World Emerging Markets Equity Index Fund: China 
Construction Bank Corporation; 25 June 2021 meeting; 
Resolution 1 – Approve Report of the Board of Directors. 

− Voted Against the resolution. The company is deemed to not 
meet minimum standards with regards to climate risk 
management and disclosure. 

The manager cited that ‘significant’ votes can include, but are not limited 
to high profile vote which has such a degree of controversy that there is 
high client and/ or public scrutiny; significant client interest for a vote; 
sanction vote as a result of a direct or collaborative engagement; vote 



Page 12 
Applied Materials (UK) Pension and Family Security Scheme - Annual Implementation Statement  

linked to an LGIM engagement campaign, in line with LGIM Investment 
Stewardship’s 5-year ESG priority engagement themes.  These themes 
are in line with the Trustees’ definition of a significant vote.  

 Apollo 

Currently, Apollo is not a signatory to the UK Stewardship Code but are 
currently in the process of evaluating joining it.  

However, as of October 2020, Apollo is a signatory to UNPRI and the 
Operating Principles for Impact Management. Apollo is also a member 
of a number of initiatives including the Sustainability Accounting 
Standards Board (“SASB”) Alliance, the Ceres Investor Network on 
Climate Risk and Sustainability, the ESG Data Convergence Project, 
Impact Capital Managers, the ILPA Diversity in Action Initiative, the 
Board Diversity Action Alliance, CEO Action Coalition for Diversity & 
Inclusion, and the Thirty Percent Coalition. Apollo has aligned its ESG 
Report (Volume 12) with the UN Sustainable Development Goals 
(“SDGs”) and the Global Reporting Initiative (“GRI”) Standards.  

In Apollo’s credit business, analysts prepare proprietary ESG risk scores 
for the majority of corporate credit issuers. The risk management of the 
fund’s exposure to sustainability risk is based on Apollo’s internal ESG 
credit rating process and oversight. While fundamental oversight of all 
credit risks (including ESG risks) are the responsibility of each individual 
investment team, the manager’s highest risk ESG ratings across the E, 
S and G pillars of a particular issuer require additional review. Investors 
are required to present a detailed analysis of the sustainability risks as 
well as risk mitigants that may support continued exposure. Outcomes 
from this ESG credit risk assessment may include divestment, reduction 
in exposure and/or engagement on material ESG issues. Additionally, 
Apollo’s ESG credit ratings leverage their technology platform with the 
highest risk ESG credit ratings distributed for review to investment 
teams on a daily basis. 

As a fund that primarily invests in debt, there are relatively few voting 
rights associated with the Apollo Total Return Fund. Outlined below are 
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a few examples of  ESG engagement activity undertaken over the year, 
where relevant: 

− Issuer: Adani Transmission Limited; Engagement Theme: 
Environmental, Governance; June 2021.  

− Apollo discussed with the company on steps taken to 
improve ESG, including exposure to coal, governance and 
appointment of new CFO. As a result of the engagement, the 
company aims to increase proportion of renewable energy in 
its power mix, and has constituted a Corporate Responsibility 
Committee comprising Independent Directors to provide 
assurance for all ESG commitments. 

− Issuer: Globo Comunicacão e Participações SA; Engagement 
Theme: Greenhouse gases (“GHG”) / Reporting; July 2021.  

− Apollo asked the company to report GHGs and more broadly 
to start publishing a Sustainability report; participated in 
several calls with the company to help them put together a 
report. The company was receptive to the feedback, selected 
Apollo among other investors to work with them in creating a 
report and recently formally launched a sustainability report. 

 Ares 

At this time, Ares does not plan to become a signatory to the UK 

Stewardship Code 2020, given that they consider the principles and 

annual disclosure report to overlap considerably with the UNPRI 

commitments and Responsible Investment policy. However, Ares 

currently reports against the “comply or explain” provisions of the 2010 

UK Stewardship Code.  

At the firm level, Ares currently are signatories or adhere to the following 

climate related ESG frameworks and initiatives: Ceres Roadmap for 



Page 14 
Applied Materials (UK) Pension and Family Security Scheme - Annual Implementation Statement  

  

Sustainability,  Recommendations of the Task Force for Climate-related 

Financial Disclosures (“TCFD”), Initiative Climate International (“iCI”). 

As it relates to the Ares Alternative Credit Team, the consideration of 

relevant ESG factors forms part of the investment process and is the 

responsibility of the specific investment team evaluating a given 

investment. Prior to making an investment, members of the investment 

team complete a comprehensive evaluation of a prospective investment, 

taking into account all applicable considerations, ESG and otherwise. 

The Ares Secured Income Fund in particular does not have a specific 

engagement policy post-investment due to the fixed income nature of 

the Fund’s investments (i.e., the Fund acts as a lender to, rather than an 

owner/operator of, its investments). Any engagement (whether ESG 

related or otherwise) with the company, its sponsor(s) or other 

stakeholders, is done on a case-by-case basis, if and when deemed 

necessary or appropriate. 

The receipt and voting of proxies in relation to the Fund has yet to occur 

at the time of writing given the nature of the underlying investments. The 

Trustees consider voting activity within this Fund to be of low materiality. 
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10 How the arrangement 
with the asset managers 
incentivise the asset 
managers to align their 
investment strategies 
and decisions with the 
Trustees’ policies in the 
SIP 

The Trustees’ policy in relation 
to investments to be held is set 
out in sections 4-7 of the SIP.   

In line with section 11of the SIP, 
managers are chosen based on 
their capabilities and, therefore, 
their perceived likelihood of 
achieving the expected return 
and risk characteristics required 
for the asset class being 
selected for.  

 As the Trustees invest in 
pooled investment vehicles they 
accept that they have no ability 
to specify the risk profile and 
return targets of the manager, 
but appropriate mandates can 
be selected to align with the 
overall investment strategy. 

 

Over the year to 5 April 2022, the Trustees have agreed to appoint LGIM to 
manage the new LDI portfolio. The Trustees confirm that advice was 
received from the investment advisor over the year in relation to the 
implementation of this portfolio.  

Mercer has carried out the review of the suitability of the investment in 
accordance with the requirements of Section 36 (3) of the Pensions Act 
1995, as amended. Mercer has also paid regard to the relevant 
Occupational Pension Plans (Investment) Regulations 2005 (as amended). 
In the investment advisor’s view, the proposed investment, to be managed 
by LGIM, is suitable for the Scheme and consistent with its investment 
principles, as set out in the Statement of Investment Principles. 

 

11 How the arrangement 
incentivises the asset 
managers to make 
decisions based on 
assessments about 
medium to long-term 
financial and non-
financial performance of 
an issuer of debt or 
equity and to engage 
with issuers of debt or 

The Trustees meet the 
Scheme’s investment managers 
from time to time to review their 
actions together with the 
reasons for and background 
behind the investment 
performance.  The Investment 
Consultant supports the 
Trustees in fulfilling their 

Over the year under review, the Trustees were happy that the contractual 
arrangements in place continued to incentivise the managers to make 
decisions based on medium to long term financial and non-financial 
performance. 

Over the year, the Trustees completed the purchase of a bulk annuity 
contract with the insurer Canada Life, with respect to the Scheme’s 
pensioners. As part of an investment strategy review following this 
transaction, the Trustees have also reviewed the existing manager 
appointments and mandate objectives to ensure each manager’s target 
performance is consistent with the time horizon of the Scheme. For strategic 
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equity in order to 
improve their 
performance in the 
medium to long-term 

 

responsibility for monitoring the 
investment manager.  

Managers are aware that their 
continued appointment is based 
on their success in delivering 
the mandate for which they have 
been appointed to manage.  If 
the Trustees are dissatisfied, 
then they will look to replace the 
manager.  

purposes, the Trustees agreed to de-risk the current investment strategy by  
reducing the asset allocation to the equity portfolio and restructuring the LDI 
portfolio, both of which are managed by LGIM. 

At future monitoring meetings and when requesting monitoring information 
from managers, the Trustees will ask investment managers to incorporate a 
section on investment decisions taken over the recent period and their 
forward-looking assessment of market conditions. This will also cover 
examples of financial and non-financial considerations around investments 
where the managers are expected to take into account the impact of these 
considerations into the forward looking assessment on the performance of 
an issuer of debt or equity.  

12 How the method (and 
time horizon) of the 
evaluation of asset 
managers’ performance 
and the remuneration for 
asset management 
services are in line with 
the Trustees‘ policies 
mentioned in the SIP 

The Trustees are long term 
investors and are not looking to 
change investment 
arrangements on a frequent 
basis. 

Managers’ performance is 
reviewed over both short and 
long time horizons.   

Remuneration is agreed upon 
prior to manager appointment, 
based on assets under 
management and is reviewed on 
a regular basis. 

Over the year under review, the Trustees have considered the quarterly, as 
well as, 1 and 3 years manager performance metrics included in the 
Scheme’s performance reports and were satisfied with the manager 
arrangements. 

 

 

13 How the Trustees 
monitor portfolio turnover 
costs incurred by the 
asset managers and how 
they define and monitor 
targeted portfolio 

The Trustees policy in relation to 
the monitoring of portfolio 
turnover costs is set out in 
section 11 of the SIP.  

The Trustees do not currently actively monitor portfolio turnover costs 
across the portfolio. As investment managers also report performance on a 
net of fees and costs basis, they are incentivised in this way to keep 
portfolio turnover costs to the minimum required to meet or exceed their 
objectives. 
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turnover or turnover 
range 

In the future, the Trustees may ask investment managers to include portfolio 
turnover and turnover costs in their presentations and reports to the 
Trustees and engage with them if portfolio turnover is higher than expected. 

14 The duration of the 
arrangement with the 
asset managers 

There is no set duration for the 
manager appointment.  
However, the appointment is 
regularly reviewed as to its 
continued suitability and could 
be terminated either because 
the Trustees are dissatisfied 
with the managers’ ongoing 
ability to deliver the mandate 
promised or because of a 
change of investment strategy 
by the Trustees. 

 

No investment manager were terminated over the year under review. 
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DC Section 

 Requirement Policy In the year to 5 April 2022 

1 Securing compliance 
with the legal 
requirements about 
choosing investments 

Trustees obtain advice from 
their investment adviser, who 
can provide expert advice 
enabling the Trustees to choose 
investment vehicles that can 
fulfil the Scheme’s investment 
objectives. In the Trustees’ 
opinion this is consistent with 
the requirements of Section 36 
of the Pensions Act 1995. 

The Trustees confirm that over the year under review there were no 
changes in the investment strategy for the Scheme’s DC Section. 

 

2 Kinds of investments to 
be held 

The Trustees have made 
available a range of individual 
self-select fund options for 
investment in addition to the 
default investment option. A 
range of asset classes has been 
made available, including: 
equities, diversified growth 
funds, money market 
investments, gilts, index-linked 
gilts, corporate bonds and pre-
retirement funds. It is the 
Trustees’ policy to offer both 
active and passive management 
options to members where 
appropriate, depending on asset 
class.  

The strategic asset allocation of the default investment option is reviewed on 
a triennial basis. The date of the last review was June 2018 with formal 
advice being issued on 9 September 2019.   

The Trustees confirm that over the year under review there were no 
changes in the investment strategy for the Scheme’s DC Section. 

3 The balance between 
different kinds of 
investments 

Members can combine the 
investment funds in any 
proportion in order to achieve 
the desired level of return and 

Details of the Scheme’s investment strategy are given in the SIA. The 
Trustees implement an investment strategy consistent with the investment 
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risk in line with their own attitude 
towards, and tolerance of risk. 

Within the default option, the 
strategic asset allocation is set 
to achieve the expected return 
required to meet the objective of 
the default option.  

objectives of the Scheme’s DC Section. The Trustees believe that with the 
options available members can control the risks identified in the SIP. 

The Trustees receive regular investment performance reports which 
monitors the risk and return of options within the Scheme.   

4 Risks, including the ways 
in which risks are to be 
measured and managed 

The Trustees recognise risk 
(both investment and 
operational) from a number of 
perspectives in relation to the 
self-select funds and the default 
investment option. 

As detailed in the risk table in the SIP, the Trustees consider both 
quantitative and qualitative measures for these risks when deciding 
investment policies, strategic asset allocation, the choice of fund managers / 
funds / asset classes. 

As the DC Section invests in pooled investment funds (made available to 
Scheme members via an investment platform provided by Aviva), the 
Trustees accept that they have no ability to specify the risk profile and return 
targets of the manager, but appropriate mandates can be selected to align 
with the overall investment strategy. 

The Scheme maintains a risk register of the key risks, including the 
investment risks. This rates the impact and likelihood of the risks and 
summarises existing mitigations and additional actions.    
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5 Expected return on 
investments 

The funds available are 
expected to provide an 
investment return 
commensurate with the level of 
risk being taken.  

In designing the default, the 
Trustees have explicitly 
considered the trade-off 
between risk and expected 
returns. Generate returns in 
excess of inflation during the 
growth phase and de-risk 
towards the retirement date to 
match  

The investment performance report is reviewed by the Trustees on a regular 
basis – this includes the risk and return characteristics of the default and 
additional investment fund choices.   

The investment performance report includes how each investment manager 
is delivering against their specific mandates.   

 

6 Realisation of 
investments 

The Scheme’s DC Section 
administrators, Aviva, will realise 
assets following member 
requests on retirement or earlier 
where required.  

The Trustees considers the 
liquidity of the investment in the 
context of the likely needs of 
members. 

The Trustees regularly receive administration reports and review the service 
at Trustee meetings to ensure that core financial transactions are processed 
within regulatory timelines. The reporting structure on administration activity 
has changed recently with Aviva focussing on the end-to-end time for 
activities rather than service levels. The reports covering the period for 12 
months to 30 June 2021 confirmed that 67% of activities were completed 
within 5 working days, with significant improvement during H1 2021. As 
confirmed in the Chair Statement, the Trustees are satisfied that all 
requirements were met throughout the year. 

All funds are daily dealt pooled investment vehicles, accessed via long-term 
insurance contracts. 

7 Financially material 
considerations over the 
appropriate time horizon 
of the investments, 

The Trustees consider 
financially material 
considerations in the selection, 
retention and realisation of 

The investment performance report is regularly reviewed by the Trustees – 
this includes ratings (both general and specific ESG) from the investment 
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including how those 
considerations are taken 
into account in the 
selection, retention and 
realisation of 
investments 

 

investments. Within the funds 
consideration of such factors, 
including environmental, social 
and governance factors, is 
delegated to the investment 
manager. 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 
stewardship obligations 
attached to the investments in 
line with their own corporate 
governance policies and current 
best practice. 

 

advisers. All of the managers remained generally highly rated during the 
year.  

The Scheme’s SIP includes the Trustees’ policy on ESG factors, 
stewardship and Climate Change.  This policy sets out the Trustees’ beliefs 
on ESG and climate change and the processes followed by the Trustees in 
relation to voting rights and stewardship.  In order to establish these beliefs 
and produce this policy, the Trustees undertook investment training 
provided by their investment consultant on responsible investment which 
covered ESG factors, stewardship, climate change and ethical investing.     

Where managers may not be highly rated from an ESG perspective, the 
Trustees continue to monitor them. When implementing a new manager 
they would consider the ESG rating of the manager. 

The Trustees acknowledge that managers in fixed income do not have a 
high ESG rating assigned by the investment consultant due to the nature of 
the asset class where it is harder to engage with the issuer of debt. 

The investment performance report includes how each investment manager 
is delivering against their specific mandates. 

8 The extent (if at all) to 
which non-financial 
matters are taken into 
account in the selection, 
retention and realisation 
of investments 

Non-financial matters, such as 
member views, are not generally 
taken into consideration, 
although prior to the DC Section 
investment changes being 
implemented a survey of active 
members was undertaken to 
understand retirement 
expectations and planning. 

The Trustees consider any member views volunteered to them in respect of 
the selection, retention and realisation of investments. 

9 The exercise of the rights 
(including voting rights) 
attaching to the 
investments 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 

The Trustees have delegated their voting rights to the investment managers 
via the DC platform provider.   
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stewardship obligations 
attached to the investments in 
line with their own corporate 
governance policies and current 
best practice. 

 

As at 5 April 2022, the Trustees had equity exposure through the following 
funds: 

 BlackRock Developed European ex UK Equity Index 

 BlackRock (30:70) Currency Hedged Global Equity Index 

 BlackRock (60:40) Global Equity Index (Long Term Fund) 

 BlackRock UK Equity Index 

 Baillie Gifford UK Equity Core Pension 

 BlackRock Developed World ex UK Equity Index 

 Baillie Gifford International Equity 

 Baillie Gifford Managed 

 Mercer Diversified Growth 

 Mercer Diversified Retirement 
 

For the funds managed by Baillie Gifford, no proxy advisor was used. For 
the Mercer funds, appointed sub-investment managers are allowed to vote 
based on their own proxy-voting execution policy. Otherwise, proxy advisors 
used were ISS and IVIS.   
 
In determining the “most significant votes”, a number of criteria were looked 
at for the list of votes undertaken for the fund including:  the impact on the 
company (both short and long term) if the resolution was or wasn't 
approved; the materiality of the shareholder resolutions;  the level of public 
and / or media interest in certain companies and resolutions; if votes related 
to shareholder resolutions with a specific focus on climate change, modern 
slavery and diversity; and how significant the holdings are in relation to the 
fund.  

Voting activity undertaken over the year under review is summarised in the 
table below. 
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Fund 

Number of 
meetings in 
which the 
manager 
was eligible 
to vote 

Number of 
resolutions 
in which the 
manager 
was eligible 
to vote 

% of 
resolutions 
in which the 
manager 
voted 

% of votes 
with 
management 
/ against 
management 
* 

% of votes 
contrary to 
the 
recommenda
tion of the 
proxy 
adviser 

BlackRock 
Developed 
European ex 
UK Equity 
Index 

507 9,215 79% 68% / 25% 20% 

BlackRock 
(30:70) 
Currency 
Hedged Global 
Equity Index 

2,559 34,366 94% 74% / 24% 20% 

BlackRock 
(60:40) Global 
Equity Index 

2,687 34,914 94% 75% / 24% 20% 

BlackRock UK 
Equity Index 

770 10,778 99% 93% / 6% 5% 

Baillie Gifford 
UK Equity 
Core  

66 1,103 100% 99% / 1% n/a 

BlackRock 
Developed 
World ex UK 
Equity Index 

2,129 26,513 92% 66% / 32% 29% 

Baillie Gifford 
International 
Equity 

101 1,256 97% 97% / 2% n/a 

Baillie Gifford 
Managed 

238 2,953 99% 97% / 2% n/a 

Mercer 
Diversified 
Growth 

10,793 109,631 100% 83% / 16% n/a 

Mercer 
Diversified 
Retirement 

3,540 44,667 99% 84% / 15% n/a 

Source: Based on information provided by Aviva and Mercer. Figures subject to rounding. * 
Balance refers to % of resolutions from which the manager abstained from voting. 
 

Below are some examples of engagements with companies and significant 
votes on behalf of the Trustees over the period under review.  
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─ BlackRock Developed European ex UK Equity Index: Vinci SA,  
8 April 2021 meeting; Resolution 11: Approve Company’s 
Environmental Transition Plan. 

− Voted For the resolution. The manager believed this 
resolution, submitted by Vinci to its shareholders on an advisory 
basis, to be welcome and deemed it to be a useful tool for 
shareholders to signal satisfaction/dissatisfaction with a 
company’s plans. In the manager’s view, it helps provide further 
disclosure on climate which is useful for shareholders and allows 
for greater accountability 

─ BlackRock (30:70) Currency Hedged Global Equity Index: 
Chevron Corporation; 26 May 2021 meeting; Resolution 4: Reduce 
Scope 3 Emissions. 

− Voted For the resolution. A vote for this proposal was 
considered warranted, as additional information on the 
company's efforts to reduce its carbon footprint and align its 
operations with Paris Agreement goals would allow the manager 
/ other investors to better understand how the company is 
managing its transition to a low carbon economy and climate 
change related risks. 

─ BlackRock (60:40) Global Equity Index: AstraZeneca PLC; 11 
May 2021 meeting; Resolution 7: Approve Remuneration Policy. 

− Voted Against the resolution. BlackRock’s vote against the 
resolution reflected concerns over significant increases to 
variable pay for the second consecutive year, and the rationale 
for this was not considered to be sufficiently compelling. The 
bonus for the CEO was increased from 200% to 250% of salary 
and the Long-Term Incentive Plan (LTIP) from 550% of salary to 
650%. Further, BlackRock were disappointed to see the company 
had not reduced the vesting levels at threshold to reflect the 
increase in quantum (e.g. LTIP awards equivalent to 130% of 
salary can vest for median/threshold performance which is 



Page 25 
Applied Materials (UK) Pension and Family Security Scheme - Annual Implementation Statement  

deemed too generous). Blackrock is likely to escalate their 
concerns (such as through collaboration with other shareholders) 
if the company does not take meaningful steps to fix relations with 

shareholders

─ BlackRock UK Equity Index: Anglo American PLC; 5 May 2021 
Meeting; Resolution 1 – Approve Matters Relating to the Demerger 
of Thungela Resources Limited.  

− Voted For the resolution.   The vote was to demerge the 
Company's thermal coal operations in South Africa, to operate as 
a separate independent entity, under the name Thungela 
Resources Ltd.  The manager supported the demerger as it 
forms part of the responsible transition / Anglo American's 
strategy to continue reducing its thermal coal production footprint 
and overall trajectory towards those products that enable a low 
carbon economy. 

─ Baillie Gifford UK Equity Core: Standard Chartered PLC; 12 May 
2021 meeting; Remuneration report related resolution. 

− Voted Against the resolution.  The manager opposed the 
remuneration report due to the continued use of fixed pay 
allowances which they believe to be poor practice.. 

─ BlackRock Developed World ex UK Equity Index Fund: Rio Tinto 
Ltd; 6 May 2021 meeting; Resolution 20: Approve Climate-Related 
Lobbying.  

− Voted For the resolution.  The manager believes 
environmental, social and governance factors have a material 
impact on the long-term prospects of businesses. Furthermore, 
the shareholder proponents believe that the company's 
engagement with its industry associations has not produced 
outcomes that align with mainstream investor standards. They 
state that Rio Tinto remains a member of several industry 
associations that continue to oppose Paris-aligned climate policy. 
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By voting for this resolution the manager is hoping to ensure Rio 
Tinto aligns itself with sustainable associations which respect 
Paris-aligned climate change policy. 

─ Baillie Gifford International: Moody’s Corporation; 20 April 2021 
meeting; Climate related resolution. 

− Voted For the resolution.  The manager supported a 
shareholder resolution to approve the company's 2020 
Decarbonisation Plan. In the manager’s view, Moody's has a 
clear strategy and targets to reduce its carbon footprint which are 
science-based and aligned with the Paris Agreement. The 
manager’s vote in favour was in line with the board's 
recommendation. 

─ Baillie Gifford Managed:  Netflix Inc; 3 June 2021 meeting; 
Governance shareholder resolution.  

− Voted For the resolution.  The manager supported a 
shareholder resolution for a report on political contributions as 
they believe enhanced disclosure on the company's policies and 
procedures is in shareholders' best interests. 

10 Undertaking engagement 
activities in respect of the 
investments (including 
the methods by which, 
and the circumstances 
under which, trustees 
would monitor and 
engage with relevant 
persons about relevant 
matters) 

Investment managers are 
expected to evaluate these 
factors, including climate 
change considerations, and 
exercise voting rights and 
stewardship obligations 
attached to the investments in 
line with their own corporate 
governance policies and current 
best practice. 

Outside of those exercised by 
investment managers on behalf 
of the Trustees, no other 

No work was undertaken during the year relating to the Trustees’ policy on 
ESG factors, stewardship and climate change.  
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engagement activities are 
undertaken. 

11 How the arrangement 
with the asset managers 
incentivise the asset 
managers to align their 
investment strategies 
and decisions with the 
Trustees’ policies in the 
SIP 

The Trustees’ policy in relation 
to investments to be held is set 
out in sections 4-7 of the SIP.   

In line with section 11 of the 
SIP, managers are chosen 
based on their capabilities and, 
therefore, their perceived 
likelihood of achieving the 
expected return and risk 
characteristics required for the 
asset class being selected for.  

As the Trustees invest in pooled 
investment vehicles they accept 
that they have no ability to 
specify the risk profile and return 
targets of the manager, but 
appropriate mandates can be 
selected to align with the overall 
investment strategy. 

Over the year to 5 April 2022, the Trustees remain happy that the 
contractual arrangements in place continue to incentivise the managers to 
make decisions based on medium to long-term financial and non-financial 
performance.  

 

12 How the arrangement 
incentivises the asset 
managers to make 
decisions based on 
assessments about 
medium to long-term 
financial and non-
financial performance of 
an issuer of debt or 
equity and to engage 
with issuers of debt or 
equity in order to 

The Trustees meet the 
Scheme’s investment managers 
from time to time to review their 
actions together with the 
reasons for and background 
behind the investment 
performance.  The Investment 
Consultant supports the 
Trustees in fulfilling their 
responsibility for monitoring the 
investment manager.  

The Trustees monitor the performance of the funds made available to 
member at least bi-annually via monitoring reports and receive advice from 
the Investment Consultant which includes considering whether the Trustees’ 
aims and objectives are being met. 

At future monitoring meetings and when requesting monitoring information 
from managers, the Trustees will ask investment managers to incorporate a 
section on investment decisions taken over the recent period and their 
forward-looking assessment of market conditions. This will also cover 
examples of financial and non-financial considerations around investments 
where the managers are expected to take into account the impact of these 
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improve their 
performance in the 
medium to long-term 

 

Managers are aware that their 
continued appointment is based 
on their success in delivering 
the mandate for which they have 
been appointed to manage.  If 
the Trustees are dissatisfied, 
then they will look to replace the 
manager.  

considerations into the forward looking assessment on the performance of 
an issuer of debt or equity.  

13 How the method (and 
time horizon) of the 
evaluation of asset 
managers’ performance 
and the remuneration for 
asset management 
services are in line with 
the Trustees‘ policies 
mentioned in the SIP 

The Trustees are long term 
investors and are not looking to 
change investment 
arrangements on a frequent 
basis. 

Managers’ performance is 
reviewed over both short and 
long time horizons.   

Remuneration is agreed upon 
prior to manager appointment, 
based on assets under 
management and is reviewed on 
a regular basis. 

Investment performance was considered during the year within the 
monitoring process and the investment review over the year under review. 
 
The Trustees reviewed the investment manager fees as part of the annual 
VfM assessment. 
  
 

14 How the Trustees 
monitor portfolio turnover 
costs incurred by the 
asset managers and how 
they define and monitor 
targeted portfolio 
turnover or turnover 
range 

The Trustees policy in relation to 
the monitoring of portfolio 
turnover costs is set out in 
section 11 of the SIP.  

The Trustees reviewed the investment manager fees as part of the annual 
Value for Money (“VfM”) assessment. 

Transaction costs, using the ‘slippage cost methodology’ (as defined in 
COBS 19.8 of the FCA Handbook), are disclosed in the annual Chair’s 
Statement.  The transaction costs for each fund covers the buying, selling, 
lending and borrowing of the underlying securities in the fund by the 
investment manager.  An investment manager can also factor in anti-dilution 
mechanisms into the total transaction costs.   
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15 The duration of the 
arrangement with the 
asset managers 

There is no set duration for the 
manager appointment.  
However, the appointments are 
regularly reviewed as to their 
continued suitability and could 
be terminated either because 
the Trustees are dissatisfied 
with the managers’ ongoing 
ability to deliver the mandate 
promised, or because of a 
change of investment strategy 
by the Trustees.      

No changes have occurred during the year relating to the Scheme’s DC 
investment arrangements. 


