The Midcounties Co-operative Pension Scheme
Implementation Statement — 31 December 2023

Why have we produced this Statement?

The Trustees of the Midcounties Co-operative
Pension Scheme have prepared this statement to
comply with the requirements of the Occupational
Pension Schemes (Investment and Disclosure)
(Amendment) Regulations 2019.

This statement sets out how the Trustees have
complied with the voting and engagement
policies detailed in the Scheme’s Statement of
Investment Principles (SIP).

What is the Statement of Investment
Principles (SIP)?

The SIP sets out key investment policies
including the Trustees’ investment objectives and
investment strategy.

It also explains how and why the Trustees
delegate certain responsibilities to third parties
and the risks the Scheme faces and how these
are mitigated.

The Trustees last reviewed the SIP in late 2023,
with an updated version formally adopted in

January 2024. The latest version of the SIP can
be found online here.

How are the Scheme’s investments managed?
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What is the purpose of this Statement?

1. To explain how the Trustees’ engagement
policy has been applied over the year.

2. To describe how the voting rights attached
the Scheme’s assets have been exercised
over the year.

What changes have we made to the SIP?

The Trustees have made the following changes
to the SIP over the year:

e Assessed the Scheme objective and added a
long--term investment objective to achieve a
low dependency on the Sponsor.

e Added “Secure Income Assets” as one of the
key types of investments.

e Expanded the policy in relation to
stewardship, including engagement and
voting, to address broad ESG considerations.
Identified climate change as key area of
focus.

¢ Added ‘Derivatives risk’ as a specific risk
being monitored by the Trustees in
conjunction with the Fiduciary Manager.

Trustees - The Trustees’ key objective is to ensure sufficient
assets to pay members’ benefits as they fall due. The
Trustees retain overall responsibility for the Scheme’s
investment strategy, but delegate some responsibilities to
ensure they are undertaken by somebody with the
appropriate skills, knowledge and resources.

Fiduciary Manager (WTW) — The Trustees employ a
Fiduciary Manager to implement the agreed investment
strategy. The Fiduciary Manager allocates the Scheme’s
assets between asset classes and investment managers.

Investment managers — The Fiduciary Manager appoints
underlying investment managers using pooled vehicles. The
Fiduciary Manager will look for best in class specialist
managers for each asset class.

— The investment managers pick the
underlying investments for their specialist mandate eg shares
in a company or government bonds.


https://www.midcounties.coop/legal/corporate-info/governance/

Why does the Trustees believe voting and
engagement is important?

The Trustees’ view is that Environmental, Social
and Governance (ESG) factors can have a
significant impact on investment returns,
particularly over the long-term and therefore
contribute to the security of members’ benefits.
The Trustees further believe that voting and
engagement are important tools to influence
these issues.

The Trustees have appointed a Fiduciary
Manager who shares this view and has fully
embedded the consideration of ESG factors,
voting and engagement in its processes.

The Trustees incorporate an assessment of the

Fiduciary Manager’s performance in this area as
part of their overall assessment of the Fiduciary

Manager.

What is the Trustees’ voting and engagement
policy?

What are the Fiduciary Manager’s policies?

Climate change and net zero pledge Public policy and corporate

. . engagement
The Trustees believe Climate 9ag

Change is a current priority when
engaging on public policy and with
investment managers and corporates.

The Fiduciary Manager has committed
to targeting net zero greenhouse gas
emissions in the portfolios that it
manages (including the Scheme’s) by
2050 at the latest, with a 50%

reduction by 2030. e Engagements with 1,041
companies on a total of 4,272
issues and objectives.

e 31 responses to consultations or
proactive equivalents and 90
discussions with relevant
regulators and stakeholders.

e Voting recommendations on
128,101 resolutions, with 22,716
against management.

e  Active participation in a range of
global stewardship initiatives.

The Fiduciary Manager partners with
EOS at Federated Hermes, whose
services include public policy
engagement, and corporate voting and Code
engagement on behalf of its clients
(including the Trustees).

Some highlights from 2023 include:

The Trustees expect investment managers to
address broad ESG considerations in their
stewardship policies but have identified climate
change as the most significant ESG risk facing
the Scheme.

The day-to-day integration of ESG
considerations, voting and engagement are
delegated to the investment managers. Where
appropriate, the Trustees expect investment
managers to sign up to local Stewardship Codes
and to act as responsible stewards of capital.

Where ESG factors are considered to be
particularly influential to outcomes, the Trustees
expect the Fiduciary Manager to engage with
investment managers to improve their processes.

What training have the Trustees received over
the year?

To ensure the Trustees are kept up to date with
best practice in ESG considerations, voting and
engagement the Trustees received training from
the Fiduciary Manager as part of a sustainable
investment item over the year.

Industry collaboration initiatives

The Fiduciary Manager engages in
several industry initiatives including:

e  Signatory of the UK Stewardship

e  Co-founder of the Net Zero
Investment Consultants Initiative

e Member of Net Zero Asset
Managers Initiative

e Signatory of the Principles for
Responsible Investment (PRI)

e  Member of the Institutional
Investors Group on Climate
Change (IIGCC), Asian Investors
Group on Climate Change
(AIGCC), and Australasian
Investors Group on Climate
Change (IGCC)

e Co-founder of the Investment
Consultants Sustainability
Working Group

e  Founding member of The Diversity
Project

e  Supporter of the Transition
Pathway Initiative



How does the Fiduciary Manager assess the
investment managers?

Investment manager appointment - The
Fiduciary Manager considers investment
managers’ policies and activities in relation to ESG
factors and stewardship (which includes voting and
engagement) on an ongoing basis. In 2023 the
Fiduciary Manager conducted engagements with
over 150 investment managers on sustainability
and stewardship. In 2022 it also introduced
engagement priorities on climate, modern slavery
and engagement reporting for all highly rated

Investment manager monitoring - The Fiduciary
Manager produces detailed reports on the
investment managers’ ESG integration and
stewardship capabilities on an annual basis.

Investment manager termination - The Fiduciary
Manager engages with investment managers to
improve their practices and increases the bar by
which they are assessed as best practice evolves.
The Fiduciary Manager may terminate an
investment manager’s appointment if they fail to
demonstrate an acceptable level of practice in
these areas.

investment managers.

Example of engagements with investment managers carried out over the year

Core Structured Credit Manager
Other ESG issue

Issue: No ESG reporting,
measurement of carbon emissions
and scoring of portfolio ESG risks.

Outcomes: Formalised ESG
reporting, measurement of carbon
emissions and scoring of portfolio
ESG risks.

Secure Income Asset Manager
(real estate)
General ESG issue

Issue: Need to meet minimum ESG
requirements (notably modern
slavery & human trafficking
reporting), improve energy data
collection, and consider firm/fund
ESG policies.

Outcomes: Considered the
introduction of a structure to allow a
percentage of team members’
bonuses to be coinvested in fund.

Engaged with all fund tenants and
collect data on emissions, energy
use, waste, and water.

Screened tenants and 3rd party
service providers against firm and
fund ESG policy.

Articulate/report on social /
community engagement at fund
level.

Infrastructure Manager
Governance Issue

Issues: No formal valuations
committee. No processes to identify
potential conflicts of interest between
investors with interests in debt and
equity of the same company.

Outcomes: Manager set up a formal
valuation committee including
independent membership. The
manager also established two
advisory committees to provide input
where conflicts of interest arise and
in relation to material changes to
fund documentation.



What are the voting statistics we provide?

The Scheme is invested across a diverse range of
asset classes that carry different ownership rights —
for example bonds do not have voting rights
attached. Therefore, voting information was only
requested from the Scheme’s equity investment
manager.

The response received is provided in the following
pages. The Trustees used the following criteria to
determine the most significant votes:

* Trustees’ stewardship priority (climate change)

* Financial outcome for members, including size
of holding

* High profile vote

In conclusion...

The Trustees are satisfied that over the year all SIP
policies and principles were adhered and in
particular, those relating to voting and engagement.



Towers Watson Investment Management — Core Diversified Fund

The manager’s approach to voting can be found at the following link:

Voting policy https://www.witwco.com/-/media/wtw/solutions/services/sustainable-investing-

policy.pdf?modified=20230104213422

Number of

votes eligible | 42,932

to cast:

Percentage

of eligible 94.7%

votes cast:

Percentage

of votes with | 86.0%
Voting activity | management:

Percentage

of votes

. 14.0%

against

management:

Percentage

of votes 1.0%

abstained 70

from:

Company Berkshire Hathaway Inc.

Size of

. 0.26%

holdings °

Resolution Report If and How Company Will Measure, Disclose and Reduce
Most GHG Emissions
significant
votes cast Vote Cast For

Rationale for

votin Shareholder proposal promotes better management of ESG

. g opportunities and risks
decision
Outcome of
Not Approved

vote

Company JPMorgan Chase & Co.
Most _
significant Size of 0.05%
votes cast holdings

. Disclose 2030 Absolute GHG Reduction Targets Associated with
Resolution

Lending and Underwriting



https://www.wtwco.com/-/media/wtw/solutions/services/sustainable-investing-policy.pdf?modified=20230104213422
https://www.wtwco.com/-/media/wtw/solutions/services/sustainable-investing-policy.pdf?modified=20230104213422

Vote Cast

For

Rationale for

Shareholder proposal promotes better management of ESG

voting opportunities and risks

decision

Outcome of | Not Approved

vote

Company Microsoft Corporation

ize of
Size 0 1.16%
holdings
. Report on Risks Related to Al Generated Misinformation and
Most Resolution L .
Disinformation
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Shareholder proposal promotes better management of ESG
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decision PP
Outcome of
Approved
vote

Use of proxy
voting

The manager has engaged with Hermes Equity Ownership Services Limited
(EOS) for proxy voting services and EOS subscribes to ISS’ voting research,
which it uses as an input to its voting recommendations on behalf of clients,

alongside research issued by other best-in-class providers.




Disclaimer

"WTW has prepared this material for the Trustees of the Midcounties Co-operative Pension Scheme
(“you”) to assist you with any decisions you may take regarding your investment arrangements. It is
provided subject to the terms of our agreement with you.

Any assessments of the investment managers and/or products contained in this material are derived from
our research process. They are not intended to imply, nor should they be interpreted as conveying, any
form of guarantee or assurance by WTW of the future performance of those investment managers or
products.

Our research does not cover specific legal, regulatory, administrative, taxation or accounting aspects and
procedures, and we may only undertake limited or no operational due diligence on any particular
investment manager, product or vehicle. Accordingly we accept no responsibility for any consequences
arising as a result of these areas not being considered in our assessments.

This material is based on information available to WTW at the date of this material or other date indicated
and takes no account of developments after that date. In preparing this material we have relied upon data
supplied to us or our affiliates by third parties. Whilst reasonable care has been taken to gauge the
reliability of this data, we provide no guarantee as to the accuracy or completeness of this data and WTW
and its affiliates and their respective directors, officers and employees accept no responsibility and will
not be liable for any errors, omissions or misrepresentations by any third party in respect of such data.

We incorporate sustainable investment considerations, including sustainability risks, into our investment
research, due diligence and manager assessments. We believe that sustainability risks and wider
sustainability considerations can influence investment outcomes from a risk and return perspective.
Where sustainability risks and other sustainability considerations are most likely to influence investment
risk and return, we encourage and expect fund managers to have a demonstrable process in place that
identifies and assesses material sustainability risks and the impact on their investment strategy and end
portfolio. In partnership with you we endeavour to ensure that the investment managers and products
included in your portfolio are consistent with any sustainability preferences set out in your formal
investment policy documents.

This material may incorporate information and data made available by certain third parties, including (but
not limited to): Bloomberg L.P.; CRSP; MSCI; FactSet; FTSE; FTSE NAREIT; FTSE RAFI; Hedge Fund
Research Inc.; ICE Benchmark Administration (LIBOR); JP Morgan; Markit Group Limited; Russell; and,
Standard & Poor’s Financial Services LLC (each a “Third Party”). Details of the disclaimers and/or
attribution relating to each relevant Third Party can be found at this link

https://www.wtwco.com/en-GB/Notices/index-vendor-disclaimers

This material is provided to you solely for your use, for the purpose indicated. It may not be provided to
any other party without WTW’s prior written permission, except as may be required by law. In the
absence of our express written agreement to the contrary, WTW and its affiliates and their respective
directors, officers and employees accept no responsibility and will not be liable for any consequences
howsoever arising from any third party's use of or reliance on this material or any of its contents. "



