Implementation Statement for the Staff Pension and Life Assurance Scheme of the Royal Hospital for Neuro-disability - DC Section
Covering 1 October 2023 to 30 September 2024
1. Background
The Trustees of the Staff Pension and Life Assurance Scheme of the Royal Hospital for Neuro-disability (the “Trustees” and “Scheme” respectively) are required to produce a yearly statement to set out how, and the extent to which, the Trustees have followed the Scheme’s Statement of Investment Principles (“SIP”) during the previous Scheme year. This statement is not designed to restate the contents of the SIP, but to focus on adherence to stated policies and also comment on changes during the reporting period, including any reviews of the investment strategy. This statement also includes the details of any reviews of the SIP during the year, any changes that were made and reasons for the changes. 
A description of the voting behaviour during the year, either by or on behalf of the Trustees, or if a proxy voter was used, is included within this statement. 
This statement should be read in conjunction with the SIP and 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 subsequent amendment in The Occupational Pension Schemes (Investment and Disclosure) (Amendment) Regulations 2019.
A copy of the most recent SIP can be found at: https://rhndpensionscheme.pensions-directory.co.uk/ 
2. Investment Objectives and activity
The objective of the Scheme is to implement an investment strategy which, over the long term, meets the perceived needs of the membership, especially in light of the Freedom and Choice in pensions reforms. 
The Trustees recognise that their ultimate aim is to help to ensure that members of the Scheme are able to retire on a reasonable level of pension taking into account the contributions paid into their individual accounts and the timescale over which those contributions were invested.  Recognising that individual members have different investment needs, the Trustees have put in place a default investment lifestyle and a range of investment options that they believe will achieve appropriate returns consistent with the level of risk chosen by the member.
The Trustees are required to formally review the default investment strategy at least every three years or immediately following any significant change in investment policy or the Scheme’s member profile. When investing in, or changing, any funds/managers, the Trustees obtain formal investment advice in order to fulfil its legal duties.
The Trustees implemented a transfer of member assets to a master trust arrangement for the majority of members, however a small number of members over retirement age remain in the Scheme. The Trustees are investigating ways to further encourage these members to transfer their assets to a more appropriate investment vehicle.
The SIP incorporates the Trustees’ policy on Environmental, Social and Governance (“ESG”) factors, stewardship, and climate change, as required under disclosure regulations.
The overall investment objectives and investment strategy remained the same during the period. 
In terms of the balance between different investments, the Trustees have constructed a default lifestyle strategy that diversifies risk for members across asset classes and over time, predominantly using a diversified growth fund, fixed income investments and a cash fund. The risk and return characteristics of these investments are designed to change over time to accommodate members’ reduced appetite for risk towards retirement age. 
The approach taken towards the measuring and monitoring of other risks is laid out in the SIP and includes the use of pooled investment funds at the dedicated investment manager, and professional custodianship. Active investment is used only where justified (mainly in the diversified growth fund).
3. Asset Manager Monitoring ESG, Stewardship and Climate Change
The Scheme’s SIP includes policies on the monitoring of the underlying asset manager, including the Trustees’ policy on ESG factors, stewardship, and climate change. This policy sets out the Trustees’ beliefs in these areas and the processes followed by the Trustees in relation to voting rights and stewardship.
The Scheme’s single investment platform provider is Legal & General Investment Management (LGIM) with which the Trustees have a rolling contract which will be reviewed in line with the overall investment strategy. The Trustees take advantage of the manager research capabilities of its investment advisers to ensure that the performance objectives of the manager remain consistent with the roles it carries out within the investment strategy.
Likewise, the Trustees use their investment advisers to monitor the appropriateness of the remuneration and incentives offered to the manager’s key personnel, as well as how they are incentivised to invest and engage in a medium-to-long-term manner with the Trustees’ investments. In addition, the Trustees monitor the cost-effective realisation of investments, transaction costs and value for money offered by the manager via their annual Chair’s Statement, and encourages their manager to use the Cost Transparency Initiative template in order to make these costs clearer.
Should the Scheme remain in existence in the medium term, the Trustees would look to discuss the ESG and stewardship processes of their manager on an annual basis and would review these policies further over the Scheme year.
4. Voting and Engagement 
The Trustees are keen that their manager is a signatory of the UK Stewardship Code, which is currently the case.
All of the Trustees’ holdings are within pooled funds held via the LGIM platform and the Trustees have delegated to their investment manager the exercise of voting rights. Therefore, the Trustees are not able to direct how votes are exercised and the Trustees have not used direct proxy voting services over the year.
The Scheme’s funds for investments held at retirement in the default investment strategy are:
· L&G Diversified Fund 
· L&G Pre-Retirement Fund
· L&G Cash Fund
The Trustees were unable to include voting data for the underlined funds as they do not hold physical equities. 

4.1 Description of Legal & General’s voting processes
L&G use the Institutional Shareholder Services’ (“ISS”) ‘ProxyExchange’ electronic voting platforms to electronically vote clients’ shares. All voting decisions are made by L&G and they do not outsource any part of the strategic decisions. L&G’s use of ISS recommendations is purely to augment their own research and proprietary ESG assessment tools. 
To ensure their proxy provider votes in accordance with their position on ESG, L&G have put in place a minimum standards custom voting policy with specific voting instructions. These instructions apply to all markets globally and seek to uphold what they consider are minimum best practice standards which L&G believe all companies globally should observe, irrespective of local regulation or practice.
In 2018, L&G updated their Global Principles document which sets out minimum standards for governance across all companies globally. 
In addition, L&G have also set specific custom voting policies at an individual market level for those markets in which they adopt a stricter stance. All of L&G’s custom voting policies are developed in accordance with their publicly disclosed position on ESG in L&G’s Principles document and country specific policies.
L&G retain the ability in all markets to override any voting decisions, which are based on their custom voting policy. This may happen where engagement with a specific company has provided additional information (for example from direct engagement, or explanation in the annual report) that allows L&G to apply a qualitative overlay to their voting judgement. 
L&G have strict monitoring controls to ensure its votes are fully and effectively executed in accordance with their voting policies by their service provider. This includes a regular manual check of the votes input into the platform, and an electronic alert service to inform them of rejected votes which require further action.
4.2 Summary of voting behaviour over the year
A summary of voting behaviour over the period is provided in the table below:
	
	Summary Info

	Manager full name
	Legal & General Investment Management

	Fund name
	Diversified Fund

	Number of equity holdings at year end
	7,453

	Number of meetings eligible to vote
	10,459

	Number of resolutions eligible to vote
	106,260

	% of resolutions voted
	99.76%

	% of resolutions voted with management
	76.47%

	% of resolutions voted against management
	22.88%

	% of resolutions abstained
	0.64%

	% of meetings with at least one vote against management
	72.46%

	% of resolutions voted contrary to the proxy adviser recommendation
	14.05%




4.3 Most significant votes over the year
LGIM define their process for determining the “most significant” votes as follows:
“As regulation on vote reporting has recently evolved with the introduction of the concept of ‘significant vote’ by the EU Shareholder Rights Directive II, LGIM wants to ensure we continue to help our clients in fulfilling their reporting obligations. We also believe public transparency of our vote activity is critical for our clients and interested parties to hold us to account.  For many years, LGIM has regularly produced case studies and/ or summaries of LGIM’s vote positions to clients for what we deemed were ‘material votes’.  We are evolving our approach in line with the regulation and are committed to provide our clients access to ‘significant vote’ information.
In determining significant votes, LGIM’s Investment Stewardship team takes into account the criteria provided by the Pensions & Lifetime Savings Association consultation (PLSA). 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.
We will provide information on significant votes in the format of detailed case studies in our quarterly ESG impact report and annual active ownership publications.” 
If you have any additional questions on specific votes, please note that LGIM publicly discloses vote instructions on their website at:
https://vds.issgovernance.com/vds/#/MjU2NQ==/ 


Examples of 5 significant votes cast for the Diversified Fund are set out in the following tables:
	Vote 1

	Company name
	Canadian Pacific Kansas City Limited

	Date of vote
	2024-04-24

	Size of fund's holding as at the date of the vote (as % of portfolio)
	0.155009

	Summary of the resolution
	Resolution 3: Management Advisory Vote on Climate Change

	How you voted
	For (management recommendation)

	Did you communicate your intent to the company ahead of the vote?
	LGIM publicly communicates its vote instructions on its website the day after the company meeting, with a rationale for all votes against management. It is our policy not to engage with our investee companies in the three weeks prior to an AGM as our engagement is not limited to shareholder meeting topics.

	Rationale for the voting decision
	Climate change: A vote FOR is applied as LGIM expects companies to introduce credible transition plans, consistent with the Paris goals of limiting the global average temperature increase to 1.5°C. This includes the disclosure of scope 1, 2 and material scope 3 GHG emissions and short-, medium- and long-term GHG emissions reduction targets consistent with the 1.5°C goal. As CPKC set targets validated by Science Based Target initiative, we welcome the company's efforts to reduce its GHG emissions and expects to see a clear transition plan.

	Outcome of the vote
	Pass

	Implications of the outcome 
	LGIM will continue to engage with our investee companies, publicly advocate our position on this issue and monitor company and market-level progress.

	On which criteria have you assessed this vote to be "most significant"?
	Thematic - Climate: LGIM is publicly supportive of so called "Say on Climate" votes.  We expect transition plans put forward by companies to be both ambitious and credibly aligned to a 1.5°C scenario.  Given the high-profile nature of such votes, LGIM deem such votes to be significant, particularly when LGIM votes against the transition plan.



	Vote 2

	Company name
	Apple Inc.

	Date of vote
	2024-02-28

	Size of fund's holding as at the date of the vote (as % of portfolio)
	0.393444

	Summary of the resolution
	Report on Risks of Omitting Viewpoint and Ideological Diversity from EEO (Employer Equal Opportunity) Policy

	How you voted
	Against (against management recommendation)

	Did you communicate your intent to the company ahead of the vote?
	LGIM publicly communicates its vote instructions on its website the day after the company meeting, with a rationale for all votes against management. It is our policy not to engage with our investee companies in the three weeks prior to an AGM as our engagement is not limited to shareholder meeting topics.

	Rationale for the voting decision
	Shareholder Resolution - Environmental and Social: While the company appears to be providing shareholders sufficient disclosure around its diversity and inclusion efforts and non-discrimination policies, we felt a vote AGAINST this proposal is warranted, given the inclusion of a viewpoint and ideology in the company’s EEO policies that do not appear to be a standard industry practice.

	Outcome of the vote
	Fail

	Implications of the outcome 
	LGIM will continue to engage with our investee companies, publicly advocate our position on this issue and monitor company and market-level progress.

	On which criteria have you assessed this vote to be "most significant"?
	Thematic - Diversity: LGIM views diversity as a financially material issue for our clients, with implications for the assets we manage on their behalf.





	Vote 3

	Company name
	Shell Plc

	Date of vote
	2024-05-21

	Size of fund's holding as at the date of the vote (as % of portfolio)
	0.325090

	Summary of the resolution
	Resolution 22: Approve the Shell Energy Transition Strategy

	How you voted
	Against (against management recommendation)

	Did you communicate your intent to the company ahead of the vote?
	LGIM publicly communicates its vote instructions on its website the day after the company meeting, with a rationale for all votes against management. It is our policy not to engage with our investee companies in the three weeks prior to an AGM as our engagement is not limited to shareholder meeting topics.

	Rationale for the voting decision
	Climate change: A vote against is applied. We acknowledge the substantive progress the company has made in respect of climate related disclosure over recent years, and we view positively the commitments made to reduce emissions from operated assets and oil products, the strong position taken on tackling methane emissions, as well as the pledge of not pursuing frontier exploration activities beyond 2025.  Nevertheless, in light of the revisions made to the Net Carbon Intensity (NCI) targets, coupled with the ambition to grow its gas and LNG business this decade, we expect the company to better demonstrate how these plans are consistent with an orderly transition to net-zero emissions by 2050. In essence, we seek more clarity regarding the expected lifespan of the assets Shell is looking to further develop, the level of flexibility in revising production levels against a range of scenarios and tangible actions taken across the value chain to deliver customer decarbonisation.   Additionally, we would benefit from further transparency regarding lobbying activities in regions where hydrocarbon production is expected to play a significant role, guidance on capex allocated to low carbon beyond 2025 and the application of responsible divestment principles involved in asset sales, given portfolio changes form a material lever in Shell’s decarbonization strategy.

	Outcome of the vote
	Pass

	Implications of the outcome
	LGIM will continue to engage with our investee companies, publicly advocate our position on this issue and monitor company and market-level progress.

	On which criteria have you assessed this vote to be "most significant"?
	Thematic - Climate: LGIM is publicly supportive of so called "Say on Climate" votes.  We expect transition plans put forward by companies to be both ambitious and credibly aligned to a 1.5°C scenario.  Given the high-profile nature of such votes, LGIM deem such votes to be significant, particularly when LGIM votes against the transition plan.



	Vote 4

	Company name
	Unilever Plc

	Date of vote
	2024-05-01

	Size of fund's holding as at the date of the vote (as % of portfolio)
	0.180801

	Summary of the resolution
	Resolution 4: Approve Climate Transition Action Plan (CTAP)

	How you voted
	For (with Management Recommendation)

	Did you communicate your intent to the company ahead of the vote?
	LGIM publicly communicates its vote instructions on its website with the rationale for all votes against management. It is our policy not to engage with our investee companies in the three weeks prior to an AGM as our engagement is not limited to shareholder meeting topics.

	Rationale for the voting decision
	Climate change: A vote FOR the CTAP is applied as we understand it to meet LGIM's minimum expectations. This includes the disclosure of scope 1, 2 and material scope 3 GHG emissions and short, medium and long-term GHG emissions reduction targets consistent with a 1.5°C Paris goal. Despite the SBTi (Science Based Target Initiative) recently removing their approval of the company’s long-term scope 3 target, we note that the company has recently submitted near term 1.5°C aligned scope 3 targets to the SBTi for validation and therefore at this stage believe the company's ambition level to be adequate. We therefore remain supportive of the net zero trajectory of the company at this stage.

	Outcome of the vote
	Pass

	Implications of the outcome
	LGIM will continue to engage with the company and monitor progress.

	On which criteria have you assessed this vote to be "most significant"?
	Thematic - Climate: LGIM is publicly supportive of so called "Say on Climate" votes.  We expect transition plans put forward by companies to be both ambitious and credibly aligned to a 1.5°C scenario.  Given the high-profile nature of such votes, LGIM deem such votes to be significant, particularly when LGIM votes against the transition plan.

	Vote 5

	Company name
	Tencent Holdings Limited

	Date of vote
	2024-05-14

	Size of fund's holding as at the date of the vote (as % of portfolio)
	0.253537

	Summary of the resolution
	Resolution 3a: Elect Charles St Leger Searle as Director

	How you voted
	Against (against management recommendation)

	Did you communicate your intent to the company ahead of the vote?
	LGIM publicly communicates its vote instructions on its website the day after the company meeting, with a rationale for all votes against management. It is our policy not to engage with our investee companies in the three weeks prior to an AGM as our engagement is not limited to shareholder meeting topics.

	Rationale for the voting decision
	Audit Committee:  A vote against is applied as LGIM expects the Committee to be comprised of independent directors. Climate Impact Pledge: A vote against is applied as the company is deemed to not meet minimum standards with regard to climate risk management.

	Outcome of the vote
	Pass

	Implications of the outcome
	LGIM will continue to engage with our investee companies, publicly advocate our position on this issue and monitor company and market-level progress.

	On which criteria have you assessed this vote to be "most significant"?
	Thematic - Climate: LGIM considers this vote to be significant as it is applied under the Climate Impact Pledge, our flagship engagement programme targeting companies in climate-critical sectors.  More information on LGIM's Climate Impact Pledge can be found here: https://www.lgim.com/uk/en/responsible-investing/climate-impact-pledge/



5. Summary
This implementation statement has focused on adherence to the stated policies within the SIP, which was updated during the scheme year to reflect requirements under the Occupational Pension Scheme (Investment and Disclosure) (Amendment) Regulations 2019. 
The Scheme has maintained an overall investment structure designed to meet the perceived needs of the membership in providing a default investment lifestyle and a range of investment options that should achieve appropriate returns consistent with the level of risk chosen by the member.
The Scheme mainly invests in pooled funds and as such, the appointed investment manager has full discretion in evaluating ESG factors, including climate change consideration, and in engaging with investee companies, and exercising voting rights and stewardship obligations attached to the investments. A description of engagement and voting behaviour during the year is included within this statement. Also included are details of the contractual arrangement with the manager, and that the remuneration for services is in line with the policies mentioned in the SIP.
The Trustees can therefore confirm that the SIP’s policies have been followed in the year to 30 September 2024.


Signed: 								
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