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1. Introduction 

This document is the Annual Implementation Statement (“the Statement”) prepared by the Trustees of 
Flowserve (UK) Limited Pension Scheme (“the Scheme”) covering the Scheme year (“the year”) to 5 
April 2022. 

The purpose of this statement is to: 

• detail any reviews of the Statement of Investment Principles (“SIP”) that the Trustees have 
undertaken, and any changes made to the SIP over the year as a result of the reviews 

• set out the extent to which, in the opinion of the Trustees, the Scheme’s SIP has been 
followed during the Scheme year; and 

• describe the voting behaviour, including “most significant” votes, by, or on behalf of, the 
Trustees, and any use of a proxy voter, during the year ending 5 April 2022. 

 
A copy of this Implementation Statement has been made available on the following website:  
 
https://vfm.aviva.co.uk/flowserve-pension-scheme-F56236/ 

2. Review of and changes to the SIP during the Scheme year ending 5 April 2022 

No changes were made to the SIP during the Scheme year ending 5 April 2022.  

There is a statutory requirement to review the SIP at least once every three years. The SIP was last 
reviewed in September 2020. 

3. Adherence to the SIP during the Scheme year ending 5 April 2022 

For the purpose of assessing how the Scheme’s SIP has been followed, the remainder of the 
Statement specifically focusses on the SIP agreed in September 2020 which was in place for the 
whole period under review. 

In this section, we comment on how the Trustee has implemented the policies set out in the SIP 
during the Scheme year ending 5 April 2022. 

DB Investment Policy Objectives  

The SIP sets out the division of responsibilities and investment policy objectives of the Trustees for 
the DB section of the Scheme. The Trustees are satisfied that the objectives, as set out in section 3 of 
the SIP, have been followed during the year. During the year, the Trustees reviewed the DB 
investment strategy, including the Scheme benchmark and progress of the funding position against 
the journey plan to reach full funding on a self-sufficiency basis. The Trustees agreed that the strategy 
remained appropriate and have made no changes to the asset allocation or investment managers. 

The Trustees are satisfied that asset growth has continued such that the Scheme remains on track to 
meet the liabilities of the Scheme with risk relative to liabilities being appropriately managed through 
regular reviews and monitoring. 
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DC Investment Policy Objectives  

The Trustees’ objective is to make available a range of investment options which should assist 
members in achieving the following, whilst avoiding over complexity: 

• Maximising the value of retirement benefits. 

• Protecting the value of those benefits in the years approaching retirement. 

• Providing a suitable default investment option for the members that allows them to start saving 
retirement benefits without the necessity of making an investment decision. 

• Providing a range of investment options to meet the investment needs of members as they 
approach retirement. 

• Providing sufficient self-select investment options to allow members access to a suitable range of 
asset classes and investment risk, for members to be able to tailor their own investments to meet 
their own needs.  

To meet this objective, the Trustees undertake a triennial investment review considering the 
demographics of the membership of the DC Section of the Scheme. In this review, the Trustees 
consider the ongoing suitability of the default arrangements, other lifestyle options and self-select fund 
range.  The Trustees also monitor performance and consider any issues that would require the 
Trustees to review the suitability of the investments in between reviews.  Finally, the Trustees 
undertake an annual Value For Members (VFM) Assessment, where they consider the various facets 
of Scheme membership and whether members receive good value for their membership. 
 
A detailed review of the default arrangements and wider fund range, which included consideration of 
the demographics of the membership and retirement options available to DC members, was carried 
out by the Trustees in June 2021. The Trustees determined that the design of the default investment 
option, other lifestyles and self-select fund range remained appropriate for the membership, enabling 
them to mitigate a range of risks, and to meet different pension objectives.  The Trustees agreed that 
no immediate changes should be made to the default investment option and wider fund range. 
 
The Trustees carried out a VFM assessment in August 2022 which considered whether DC Section 
members receive value for their membership over the Scheme year.  The assessment considered the 
charges members pay, Scheme governance and management, Investment, Administration and 
Communications services. The Trustees determined that members receive good value from their 
membership of the Scheme and no actions were agreed in the immediate term. 
 
The Trustees conclude that they have met the DB and DC objectives set out above and in the SIP. 

Other investment policies 

The Trustees take the considerations below into account when selecting and monitoring the 
performance of investment managers. 

 

Policy area Approach and action taken over the Scheme Year 

Section 3.9 – DB section 

Expected return 

 

The Trustees review the expected return on the Scheme’s 
assets in conjunction with reviewing its long-term objectives 
for the Scheme on a regular basis as part of the actuarial 
valuation process.  

During the year, the Trustees reviewed the investment 
strategy and agreed it remained appropriate. Also, the 
Trustees review the funding level on a quarterly basis and the 
Scheme was broadly in line with expected journey plan. 
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Section 3.10 – DB  

Diversification 

The Trustees believes in diversification and the Scheme’s 
portfolio is built using a diverse range of return-seeking assets 
and a dedicated allocation to liability driven investments which 
seek to match the sensitivity of the Plan’s liabilities to inflation 
and interest rates, in line with the policies set out in the SIP.  

During the year, the Trustees reviewed the TWIM Core 
Diversified Fund and met with the manager to cover the 
investment performance and portfolio changes implemented 
by the investment manager. 

Section 3.11 – DB  

Suitability 

The Trustees receive advice from the Investment Consultant 
on suitability of the investment strategy and investment 
managers. 

 
During the year, the Trustees reviewed the investment 
strategy and decided to make no changes. However, the 
Trustees updated the liability proxy based on updated liability 
data provided by the Scheme’s Actuary. The LDI manager, 
BlackRock, rebalanced the liability-matching portfolio based 
on the updated liability proxy and their liability hedging 
objectives. 

Section 3.12 – DB  

Liquidity 

The Trustees invest in assets with sufficient liquidity and have 
a liquidity policy in place to ensure that cashflow requirements 
are met on a timely manner. 

During the year, the Trustees reviewed the cash balance on a 
regular basis as part of the quarterly reporting prepared by the 
Investment Consultant. 

 
Sections 3.13 and 4.47 – DB 
and DC 
 
Rights attached to investments 

The Trustees delegate the exercise of voting rights to the 
Scheme’s investment managers and encourage managers to 
exercise those rights. 
 
The Trustees receive and review information on the 
investment managers’ voting activity and this is carried out 
annually as part of writing this Statement. More detail on this 
can be found in section 4 of this statement. 

Overall, where applicable, the Trustees are comfortable with 
the managers’ voting behaviour over the year and took no 
action as result of the information provided. 

 

Section 3.16-3.20 – DB 
Policy with regards to risk 
 

The Trustees have put in place an Integrated Risk 
Management Framework which seeks to identify, manage, 
and monitor risks which could negatively impact the Scheme’s 
ability to meet its funding objectives. This framework 
incorporates funding, covenant and investment factors and is 
ultimately used to form the Scheme’s investment strategy. It is 
expected that the Trustees will review this framework at least 
following each actuarial valuation in relation to investment 
factors, the Trustees have identified a number of risks which it 
seeks to manage and monitor, in conjunction with the 
Investment Consultant.  
 
During the year, the Trustees reviewed the material risks to 
the Scheme and potential impact and how to manage this and 
was satisfied with the current risk management approach. 
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Section 3.21 – DB and DC 
Ongoing investment manager 
monitoring 

The Investment Managers appointment will be reviewed at 
least on an annual basis by the Trustees. Advice on the 
suitability of investments will be provided by the Scheme’s 
investment consultant.  

Performance is monitored and reported to the Trustees net of 
fees and on a regular basis. The Investment Consultant 
provides regular reporting of the Investment Managers’ 
performance at least annually. The Trustees understand the 
importance of assessing performance over longer time 
periods.  

During the year, the Trustees monitored the investment 
managers’ performance, and their appointment was also 
considered in the strategy review discussions. The Trustees 
considered the charges applying to the DC Section as part of 
its VFM assessment. The Trustees reviewed the DC Section 
performance for the Scheme year in June 2022 and on a 
quarterly basis for the DB Section. 

The Trustees have noted no concerns or actions during the 
year. 

Section 3.22 and 3.23 and 3.25 
– DB and DC 

Ensure that the investment 
objectives and guidelines of 
any particular pooled vehicle 
are consistent with the 
Trustees’ policies 

And maintain alignment with 
the Trustees’ investment 
policies as set out in this SIP 
 
If not aligned, the Trustees will 
engage with the manager 
further to encourage alignment 
and review the appointment if 
necessary 

As part of the ongoing monitoring of the investment managers, 
the Trustees review the investment objectives of the Scheme’s 
DB and DC fund ranges to ensure that the funds are 
performing in line with their stated objectives, 

Overall, the Trustees noted no concerns. 

To maintain alignment with the Trustees’ policies and 
objectives, the investment managers will be provided with the 
most recent version of the Scheme’s Statement of Investment 
Principles on an annual basis and are required to explicitly 
confirm that the Scheme’s assets are managed in line with the 
Trustees’ policies as outlined in the Statement. 

During the year, the Trustees did not adhere with this policy, 
however, the SIP was not updated in this period and there 
were no changes to the investment manager line up. The 
Trustees will share a copy of the SIP with the investment 
managers in due course as this is currently being updated. 

Section 3.24 – DB and DC 
Stewardship and engagement 
activities of the investment 
managers 
 

Alongside reviewing performance reporting on the Scheme’s 
investments, the Trustees receive a Sustainable Investment 
report from their Investment Consultant on an annual basis. 

The Trustees receive and review information on the 
investment managers’ voting activity and this is carried out 
annually as part of writing this Statement. More detail on this 
can be found in section 4 of this statement. 

During the year, the Trustees considered the ESG ratings 
provided by the Investment Consultant and platform provider 
and the managers’ voting behaviour. There were no areas of 
concern to warrant further engagement with the Scheme’s 
investment managers. 

Section 3.26 and 3.27 – DB and 
DC 
Appoint investment managers 
with an expectation of a long-
term partnership, in order to 
encourage active ownership of 
the Scheme’s assets 

When reviewing the performance of the Scheme’s investment 
managers, the Trustees reviews performance over the long-
term as well as on a shorter-term basis to ensure it focuses on 
long-term outcomes. The Trustees also consider the active 
ownership of the Scheme’s assets by reviewing its investment 
managers as part of annual due diligence meetings and/or 
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sustainable investment report and thorough monitoring of 
voting data as part of the Statement process. 

During the Scheme year, the Trustees have noted no factors 
or concerns that would warrant the termination of any of the 
Scheme’s investment managers. 

Section 3.28 – DB and DC 
Review the costs incurred in 
managing the Scheme’s assets 
regularly, which includes the 
costs associated with portfolio 
turnover and monitor level of 
turnover 

The Trustees review the costs incurred in managing the 
Scheme’s assets annually, which includes the costs 
associated with portfolio turnover. In assessing the 
appropriateness of the portfolio turnover costs at an individual 
manager level, the Trustees will have regard to the actual 
portfolio turnover and how this compares with the expected 
turnover range for that mandate. 

During the year, the Trustees considered the incurred 
transaction costs and noted no concerns.  

The Trustees have also reviewed portfolio turnover levels for 
the funds in the DB section and noted no concerns. 

Turnover data was not provided for the DC section but the 
Investment Consultant is working with the platform provider, 
Aviva to obtain this data covering the full fund range. In 
practice, the majority of assets held in the DC Section are 
invested in passively managed funds, where the investment 
manager invests in order to track an index or benchmark.  As 
such the level of portfolio turnover will be largely driven by 
changes to the index. 

Section 4.38-4.42  
Suitability for members of fund 
range 

The Trustees believe they provide members with a suitably 
diverse range of investments for members to choose from. 

As part of the triennial investment review, the Trustees 
considered the suitability of self-select fund range, including 
the different assets classes and risk profiles of the funds.  
They determined that these remained appropriate for the 
members.  In addition, the suitability of the fund range is also 
considered at a high-level in the VFM assessment and 
members are invited to provide feedback in the annual 
newsletter. 

Section 5 
Additional Voluntary 
Contributions (AVCs) 
 

The Trustees policy around AVCs is to review these 
occasionally to ensure the investment performance of the 
funds achieved is acceptable and the investment profile of the 
funds remains consistent with the objectives of the Trustees 
and needs of the members.  

The Trustees carry out their review triennially, or sooner, if the 
Trustees’ advisors alert the Trustees to any significant issues 
with the AVC providers. 

The Trustees last review the AVCs in June 2021, and no 
changes were made to the arrangements. 

Section 6 – DB and DC 
ESG considerations 

The Trustees have delegated selection, retention, and 
realisation of investments to the Scheme’s investment 
managers. The Trustees recognise that a company’s long-
term financial success is influenced by a range of factors 
including appropriate management of ESG issues. 

The Trustees’ policy is that the extent to which ESG 
considerations (including climate change) may have a 
materially financial impact 
on the portfolio will be taken into account by the investment 
managers in the 
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exercise of their delegated duties where appropriate. Non-
financial matters, such 
as members’ views are not taken into account. 

The Trustees expect its managers to sign up to their local 
stewardship code, in keeping with good practice. The Trustees 
will monitor the activities of all of its 
managers on a regular basis but appreciates that its 
applicability may be limited 
for certain asset classes. 

The Trustees policy is to delegate 
responsibility for the exercising of rights (including voting 
rights) attaching to 
investments to the investment managers. 

Where a manager does not comply or improve on their current 
stance on Sustainable Investment, the manager’s position in 
the portfolio is reviewed. 

During the year, the Trustees considered the ESG ratings 
provided by the Investment Consultant and platform provider 
and there were areas of concern to warrant further 
engagement with the Scheme’s investment managers. As part 
of the annual review of the Core Diversified Fund, the 
investment manager covered how they integrate ESG in the 
portfolio. 

The Trustees considered ESG when reviewing the investment 
strategy in 2021, in the context of both the self-select fund 
range, which contains both the Stewardship Fund and the 
Islamic Global Equity Fund, which both take account on non-
financial factors in defining their approach, and the funds and 
construction of the lifestyle strategies.  The Trustees agreed 
that whilst changes could be made to the lifestyle designs to 
introduce or increase the exposure to Sustainable 
Investments, waiting to see how market practice and 
investment options develop is in the best interest of members.  

 

4. Voting (including significant votes) and Engagement  

The Scheme’s equity holdings are held within pooled investment vehicles. The Trustees delegate 
voting rights and the execution of those rights to the underlying managers. In addition, The 
Investment Consultant engage underlying managers in their portfolio on areas for development to 
improve the breadth and depth of corporate engagements.  

Further information on the voting and engagement activities of the underlying managers with equity 
investments (including the most significant votes) is provided in the summary tables below.  

Some of the Scheme’s underlying investment strategies, such as fixed income holdings, do not have 
any voting rights attached and have been excluded from the table below.  

DB section 
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Fund Voting activity for the year end 5 April 2022 

TWIM CDF 

Number of meetings at which the manager was eligible to vote: 4,006 

Number of resolutions on which manager was eligible to vote: 50,371 

Percentage of eligible votes cast: 92% 

Percentage of votes with management: 86% 

Percentage of votes against management: 11% 

Percentage of votes abstained from: <1% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 3% 

 
 
Details on the most significant votes cast by these funds are captured in the table below. 

Fund  Most significant votes cast during the 12 months to year ending 5 April 2022 

TWIM CDF 

 

Company: China Mengniu Diary Co  

Meeting Date: 02/06/2021 

Resolution: Elect Simon Dominic Stevens; Elect NIU Gensheng 

Company Management Recommendation: N/A 

How the manager voted: Against  

Rationale: Committee independence; Less than 75% Attendance 

Vote outcome:  For 

Company: Midea Group Co. Ltd  

Meeting Date: 21/05/2021 

Resolution: 2021 Provision of guarantee for controlled subsidiaries  

Company Management Recommendation: N/A 

How the manager voted: Against  

Rationale: Excessive guarantees  

Vote outcome:  For 

Company: SL Green Realty Corp.  

Meeting Date: 08/06/2021 

Resolution: Advisory Vote to Ratify Named Executive Officers' Compensation 

Company Management Recommendation: N/A  

How the manager voted: Against  

Rationale: This item does not merit support as SSGA has concerns with the proposed 
remuneration structure for senior executives at the company. 

Vote outcome:  34% For, 66% Against 

Company: Goodman Group  

Meeting Date: 18/11/2021 

Resolution: Advisory Vote to Ratify Named Executive Officers' Compensation  

Company Management Recommendation: N/A 

How the manager voted: Against  
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Rationale: This item does not merit support as SSGA has concerns with the proposed 
remuneration structure for senior executives at the company.  

Vote outcome: 58% For, 42% Against 

Company: AusNet Services Ltd. 

Meeting Date: 15/07/2021 

Resolution: Elect Robert Milliner as Director 

Company Management Recommendation: N/A 

How the manager voted: Against 

Rationale: Concerns related to approach to board gender diversity.  

Vote outcome: For 

Company: Sydney Airport 

Meeting Date: 21/05/2021 

Resolution: Approve Grant of 407,727 Rights to Geoff Culbert 

Company Management Recommendation: N/A 

How the manager voted: Against  

Rationale: Concerns about remuneration committee performance. 

Vote outcome: For 

Company: Agricultural Bank of China Limited 

Meeting Date: 11/11/2021 

Resolution: Elect Liu Xiaopeng as Director 

Company Management Recommendation: N/A 

How the manager voted: Against  

Rationale: Concerns related to board gender diversity. Vote outcome: For  

Company: Lenovo Group Limited 

Meeting Date: 20/07/2021 

Resolution: Elect Zhao John Huan as Director. 

Company Management Recommendation: N/A 

How the manager voted: Against  

Rationale: Overboarded/Too many other time commitments. 

Vote outcome:  For 

Company: Enel Americas SA  

Meeting Date: 29/04/2021 

Resolution: Elect Giulia Genuardi as Director Nominated by Enel S.p.A. 

Company Management Recommendation: N/A 

How the manager voted: Against. 

Rationale: Lack of independence on board. 

Vote outcome:  For 

 

DC Section 
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Use of proxy voting: 

The comments in the table below are made by the respective managers. Hence the use of “we”, “our” 
should be read in that context. 

 

Manager Use of proxy advisor services: 

Aviva Investors  Voting decisions are based off our Voting Policy which is reviewed on an 

annual basis and updated subject to Board approval. Final decisions are made 

by the Stewardship function (i.e ESG analysts) in conjunction with portfolio 

managers who inform the decision-making process by bringing their knowledge 

and assessment of company strategy and any special circumstances. 

 

To support us in making voting decisions, we use governance and other 

research from a number of sources. These include the Investment Association’s 

IVIS service and ISS. We use research for data analysis only and we do not 

automatically follow any voting recommendations. For a number of years, ISS 

has been providing us with voting recommendations based on our own policy in 

order to ensure the most efficient approach to voting thousands of meetings a 

year. We can of course override these recommendations to consider other 

factors including additional context provided in the ISS standard 

 

Given the number of companies we own in our portfolios (including index funds), 

we seek to prioritise engagement by size of holding and where it is most likely to 

benefit our clients. This allows us to consider additional context from the 

company which occasionally results in us changing a vote.  In addition, every 

year we write to the large majority of the companies we hold to notify them of 

our voting policy (highlighting any changes we have made), and also direct 

them to our voting records, where they are able to see how we have voted at 

their AGMs etc. and our reasons for not supporting any resolutions. 

Blackrock Blackrock did not provide an explanation of their use of proxy advisor services. 

HSBC We have global voting guidelines which protect investor interests and foster 

good practice, highlighting independent directors, remuneration linked to 

performance, limits on dilution of existing shareholders and opposition to poison 

pills. 

We use Institutional Shareholder Services (ISS) to assist with the application of 

our voting guidelines. ISS provides custom recommendations for all companies 

held, whether in active or passive funds.  

Custom recommendations on passive holdings are reviewed by the stewardship 

team for the largest holdings and by active managers for holdings in common. 

Vote instructions are executed through the ISS platform. 
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LGIM LGIM’s Investment Stewardship team uses ISS’s ‘ProxyExchange’ electronic 

voting platform to electronically vote clients’ shares. All voting decisions are 

made by LGIM and we do not outsource any part of the strategic decisions. To 

ensure our proxy provider votes in accordance with our position on ESG, we 

have put in place a custom voting policy with specific voting instructions.  

Further information on the voting and engagement activities of those managers with equity 
investments is provided in the summary table below.  

 

Fund Voting activity for the year end 5 April 2022 

Aviva Investors 
40:60 Global Equity 
Index Fund 

Number of meetings at which the manager was eligible to vote: 2,914 

Number of resolutions on which manager was eligible to vote: 37,453 

Percentage of eligible votes cast: 96.94% 

Percentage of votes with management: 72.80% 

Percentage of votes against management: 25.30% 

Percentage of votes abstained from: 1.80% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 20% 

Aviva Investors 
Developed World 
Excluding UK 
Equity Index Fund  

Number of meetings at which the manager was eligible to vote: 2,129 

Number of resolutions on which manager was eligible to vote: 26,513 

Percentage of eligible votes cast: 92.4% 

Percentage of votes with management: 66.2% 

Percentage of votes against management: 31.6% 

Percentage of votes abstained from: 2.2% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 28.8% 

Aviva Investors UK 
Equity Index Fund 

Number of meetings at which the manager was eligible to vote: 770 

Number of resolutions on which manager was eligible to vote: 10,778 

Percentage of eligible votes cast: 99.4% 

Percentage of votes with management: 92.8% 

Percentage of votes against management: 6% 

Percentage of votes abstained from: 1.2% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 5.4% 

Aviva Investors 
Stewardship UK 
Equity Fund 

Number of meetings at which the manager was eligible to vote: 54 

Number of resolutions on which manager was eligible to vote: 881 

Percentage of eligible votes cast: 99.55% 

Percentage of votes with management: 97.50% 

Percentage of votes against management: 2.20% 

Percentage of votes abstained from: 0.30% 
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Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 3.10% 

Aviva Investors 
Pacific Basin Fund 

Number of meetings at which the manager was eligible to vote: 65 

Number of resolutions on which manager was eligible to vote: 563 

Percentage of eligible votes cast: 100% 

Percentage of votes with management: 91.83% 

Percentage of votes against management: 8.17% 

Percentage of votes abstained from: N/A 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 6.75% 

Blackrock Aquila 
Connect Emerging 
Markets Fund 

Number of meetings at which the manager was eligible to vote: 2,526 

Number of resolutions on which manager was eligible to vote: 21,938 

Percentage of eligible votes cast: 100% 

Percentage of votes with management: 89% 

Percentage of votes against management: 10% 

Percentage of votes abstained from: 3% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 1% 

HSBC Islamic 
Global Equity Fund  

Number of meetings at which the manager was eligible to vote: 109 

Number of resolutions on which manager was eligible to vote: 1,642 

Percentage of eligible votes cast: 94.5% 

Percentage of votes with management: 88.5% 

Percentage of votes against management: 11.5% 

Percentage of votes abstained from: 0.2% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 7.2% 

LGIM Diversified 
Fund 

Number of meetings at which the manager was eligible to vote: 9,010 

Number of resolutions on which manager was eligible to vote: 90,252 

Percentage of eligible votes cast: 98.76% 

Percentage of votes with management: 78.74% 

Percentage of votes against management: 20.47% 

Percentage of votes abstained from: 0.79% 

Of the resolutions where the manager voted, the percentage where the manager 
voted contrary to the recommendation of the proxy adviser: 12.47% 

 
 
Details on the most significant votes cast by these funds are captured in the table below.  
 
The Investment managers have provided an extensive list of significant votes cast throughout the 
year. Here we show one example of the significant votes cast for each fund. 
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The comments in the table below are made by the respective managers. Hence the use of “we”, “our” 
should be read in that context. 
 
 

Fund  Most significant votes cast during the 12 months to year ending 5 April 2022 

Aviva Investors 
40:60 Global 
Equity Index 
Fund 

Company: Royal Dutch Shell Plc  

Meeting Date: 18/05/2021 

Resolution: Resolution 20. Approve the Shell Energy Transition Strategy 

Company Management Recommendation: For 

How the manager voted: Against 

Rationale: RDS has made substantive progress over the last year in announcing a net zero 
commitment for operational emissions by 2050, alongside greater reductions in the carbon 
intensity of its products (e.g. scope 3 emissions), bolstered by interim targets. It has also taken 
an important step forward in strengthening scenario analysis, a long-standing engagement 
request, and is setting the pace on climate-linked executive remuneration in the space. 
However, its transition strategy remains unconvincing benchmarked to certain peers. The 
biggest sticking point is its plan to decarbonise “in step with society” hides behind intensity 
targets and an unacceptably broad range of potential emissions outcomes to 2030. We doubt 
RDS will be able to deliver enough absolute reductions to comply with the Paris climate 
agreement. Furthermore, it doesn’t plan to shift investments substantially away from fossil fuels 
to renewables, and plans to increase natural gas production. The plan to become a net zero 
emissions company involves decarbonising existing fossil fuel businesses but continuing to 
invest in them, while “over time” ploughing more funds into gas, chemicals, cleaner technology 
and selling power. In sharp contrast to European peers focusing on increasing renewable 
power generation, RDS is instead prioritising doubling the electricity it sells by 2030 through 
more customer-focused businesses. At the same time, its strategy is heavily dependent on the 
scaling of technology such as CCUS and NBS, and lofty goals raise questions about execution. 
In the case of NBS, for example, it’s new low carbon scenario, Sky 1.5, is reliant on a new 
forest the size of Brazil being planted to reach the higher end of the Paris goals.      
 
For the above reasons we were hesitant to rubber stamp RDS’ strategy and a vote against was 
considered warranted. Having said that, this is going to be the first vote of many so we hope to 
be able to support going forward. 

 

Vote outcome:  The resolution was approved (with 88.7% of the votes cast). 

 

Why this vote was chosen as most significant: This vote was selected as the holding 

represents a relatively large part of the fund and given the materiality of climate change / other 

environmental issues to the investment case. 

Aviva Investors 
Developed 
World 
Excluding UK 
Equity Index 
Fund 

Company: Microsoft Corporation 

Meeting Date: 30/11/2021 

Resolution: Resolution 6. Report on Effectiveness of Workplace Sexual Harassment 
Policies 

Company Management Recommendation: For  

How the manager voted: For  

Rationale: We believe it is important to support this resolution as the company faces potential 
controversies related to workplace sexual harassment and gender discrimination. This is a risk 
area for the sector and the company that is key for talent attraction and retention. We know the 
importance of additional information on the company’s sexual harassment policies and the 
implementation of these policies, in order to better assess how the company is addressing 
such risks and how better disclosure in the best interest of shareholders. 

Vote outcome:  The resolution was approved (received 77.97% support). 

Why this vote was chosen as most significant: 
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This vote was selected as it was a shareholder resolution which received overwhelming 
support against management recommendation. 

Aviva Investors 
UK Equity 
Index Fund 

Company: AstraZeneca Plc 

Meeting Date: 11/05/2021 

Resolution: Approve Remuneration Policy 

Company Management Recommendation: N/A 

How the manager voted: Against 

Rationale: Our vote against 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 is being increased from 200% to 250% of salary and the 

LTIP from 550% of salary to 650%. Last year we did not support due to increases they had 

made and we are disappointed to see further increases this year.  Further, they have 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 too 

generous). 

 

Vote outcome:  The resolution was approved (with 60% of the votes cast). 

Why this vote was chosen as most significant:  

This vote was selected given the company is a relatively large part of the fund and that the 
issue that we flagged (and which the company ultimately addressed) deemed sufficiently 
material. 

Aviva Investors 
Stewardship 
UK Equity 
Index Fund 

Company: B&M European Value Retail 

Meeting Date: 29/07/2021 

Resolution: Item 13. Re-elect Ron McMillan as Director 

Company Management Recommendation: N/A 

How the manager voted: Against 

Rationale: 

This vote reflects our concerns that the company does not appear to have a clear ESG 

strategy in place. As Senior Independent Director and Chair of the Risk Committee, he has the 

responsibility to ensure and overlook the development of a comprehensive and actionable ESG 

strategy for the company.  

 

Vote outcome: The resolution was approved (received 80.6% support). 

Why this vote was chosen as most significant:  

This vote was selected given the company is a relatively large part of the fund and that the 
issue that we flagged deemed sufficiently material.  

BlackRock 
Aquila Connect 
Emerging 
Markets Fund 

Company: China Tower Corporation Limited 

Meeting Date: 14/01/2022 

Resolution: Elect Deng Shiji as Director and Authorize Board to Fix His Remuneration 

Company Management Recommendation: N/A 

How the manager voted: Against  

Rationale:  

Vote against director due to concerns of gender-related diversity at the board level.  
 

Vote outcome:  Passed  
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HSMC Islamic 
Global Equity 
Fund 

Company: Intel Corporation 

Meeting Date: 13/05/2021 

Resolution: Report on Whether Written Policies or Unwritten Norms Reinforce Racism in 
Company Culture 

Company Management Recommendation: Against 

How the manager voted: For 

Rationale: We favour transparency around gender pay as we believe this can encourage 

appropriate management of the issue. 

 

Vote outcome:  Shareholders have supported the management 

Why this vote was chosen as most significant:  

We voted against the management and selected a range of issues that are representative of 
our voting guidelines. 

LGIM 
Diversified 
Fund 

Company: Recruit Holdings Co., Ltd 

Meeting Date: 17/06/2021 

Resolution: Resolution 5 Amend Articles to Allow Virtual Only Shareholder Meetings 

Company Management Recommendation: N/A 

How the manager voted: Against 

Rationale: 

A vote against this proposal is warranted because:- Japanese companies are able to hold 

virtual meetings using temporary regulatory relief (without amending articles) for two years, but 

the passage of this proposal will authorize the company to hold virtual meetings permanently, 

without further need to consult shareholders, even after the current health crisis is resolved.- 

The proposed language fails to specify situations under which virtual meetings will be held, 

raising concerns that meaningful exchange between the company and shareholders could be 

hindered, especially in controversial situations such as when shareholder proposals are 

submitted, a proxy fight is waged, or a corporate scandal occurs. 

 

Vote outcome:  83.8% of shareholders supported the resolution. 

Why this vote was chosen as most significant:  

This was a high profile vote where the company proposed a change in articles to allow virtual-
only AGMs beyond the temporary regulatory relief effective for 2 years from June 2021. 

 
 

 
 

27 October 2022


