Lincolnshire Co-operative Pension Scheme
Engagement Policy Implementation Statement

Financial Year Ending 30 September 2023
(forming part of the Trustees’ report)

Introduction

This statement sets out how, and the extent to which, the Stewardship policy in the Statement of
Investment Principles (SIP) produced by the Trustees has been followed during the year to 30 September
2023. 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 and the guidance published by the Pensions Regulator.

Trustees’ Investment Objective
The Trustees believe it is important to consider the policies in place in the context of the investment
objectives it has set.

The Trustees’ primary investment objective for the Scheme is to achieve an overall rate of return that is
sufficient to ensure that assets are available to meet all liabilities as and when they fall due.

In doing so, the Trustees aim to maximise returns at an acceptable level of risk taking into consideration
the circumstances of the Scheme.

The Trustees also ensure that their investment objectives and the resultant investment strategy are
consistent with the actuarial valuation methodology and assumptions used in the Statutory Funding
Objective.

Policy on ESG, Stewardship and Climate Change

The Trustees understand that they must consider all factors that have the potential to impact upon the
financial performance of the Scheme’s investments over the appropriate time horizon. This includes, but
is not limited to, environmental, social and governance (ESG) factors.

The Scheme’s SIP includes the Trustees’ policies on ESG factors, stewardship and climate change.
The policies were last reviewed in May 2023. The Trustees keep their policies under regular review,
with the SIP subject to review at least triennially.

The Trustees recognise that a proportion of the Scheme’s assets are invested on a passive basis, which
limits the investment manager’s ability to take active decisions on whether to hold securities based on
the investment manager’'s considerations of ESG factors, including climate change.

Scheme’s Investment Structure

The Scheme invests in pooled investment vehicles managed by an investment manager — Legal &
General Investment Management (LGIM). As such, the Trustees have a direct relationship with the
Scheme’s underlying investment manager. The Trustees have the responsibility of monitoring the pooled
funds, in conjunction with advice received from their investment advisor, Mercer.

Engagement

In the last year, the Trustees have not engaged with the underlying investment manager that they invest
in on matters pertaining to ESG, stewardship or climate change. However, the Mercer manager research
team periodically monitors the funds that the Scheme invests in, which includes a review of managers
ESG engagement policies/activities.

Voting Activity
The Trustees have delegated their voting rights to the investment manager of the Scheme. The Trustees
have not been asked to vote on any specific matters over the Scheme year.

Nevertheless, this Statement sets out a summary of the key voting activity of the pooled funds for which
voting is possible.

We note that best practice in developing a statement on voting and engagement activity is evolving and
we will take on board industry activity in this area before the production of next year’s’ statement.
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Legal & General Investment Management (“LGIM”) Passive Equity Funds

LGIM has been a signatory to the UK Stewardship Code every year since the inception of the Code and
is currently a signatory to the 2020 code. LGIM aims to comply with the EU Shareholder Rights Directive
Il while engaging in voting activity in accordance with the Investment Association’s Responsible
Investment Framework. Through the Institutional Investors Group on Climate Change, LGIM wrote to EU
heads of state and governments highlighting their support for the proposed EU net zero emissions target
and to senior officials in the European Commission pressing for a robust methane policy as part of
implementing the Green Deal. Voting data is produced by LGIM using data extracted from the manager’s
third-party proxy-voting provider, Institutional Shareholder Services’ ProxyExchange platform, an
electronic voting platform used by LGIM’s Investment Stewardship team to vote its clients’ shares.

In determining significant votes, LGIM’s Investment Stewardship team takes into account the criteria
provided by the Pensions & Lifetime Savings Association consultation. This includes, but is 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: directly communicated by clients to the Investment
Stewardship team at LGIM’s annual Stakeholder roundtable event, or where we note a significant
increase in requests from clients on a particular vote;

- Sanction vote as a result of a direct or collaborative engagement;

- Vote linked to an LGIM engagement campaign in line with LGIM Investment Stewardship’s 5 year
ESG priority engagement themes.

Significant Votes

Following the DWP’s consultation response and outcome regarding Implementation Statements on
17 June 2022 (“Reporting on Stewardship and Other Topics through the Statement of Investment
Principles and the Implementation Statement: Statutory and Non-Statutory Guidance”) one of the areas
of interest was the significant vote definition. The most material change was that the Statutory Guidance
provides an update on what constitutes a “significant vote”™:

e A significant vote is defined as one that is linked to the Scheme’s stewardship priorities/themes.
e A vote could also be significant for other reasons, e.g. due to size of holdings.

e The Trustee are to include details on why a vote is considered significant and rationale for the
voting.
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