Hartwells Pension Plan (1971) Trustees’ Annual Report

Implementation Statement, covering the Plan Year
from 1 September 2023 to 31 August 2024 (the
“Plan Year”)

The Trustees of the Harwells Pension Plan [1871) (the "Plan”) are required to produce a yearly statement to set
ot how, and the extent to which, the Trustees have followed the voting and engagement policies in their Statement
of Investment Principles {(“51P") during the Plan Year. This is provided in Section 1 below.

The Statement is also reguired to include a description of the voting behaviour during the Plan Year by, and on
behalf of, the Trustees (including the most significant votes cast by the Trustees or on their behalf) and state amy
use of the services of a proxy voter during that year. This is provided in Section 3 below.

In preparing the Statemsant, the Trustess have had regard to the guidance on Reporting on Stewardshig and Cther
Topics through the Statement of Investment Principles and the Implementation Statement. issued by the
Diepartment for Work and Pensions ("DWP's guidance™) in June 2022.

1. Introduction

Mo changes were made 1o the voling and engagement policies in the SIP during the Plan Year. The last ime these
policies were formally reviewed was in Sepiember 2020,

The Trustees have, in their cpinion, followed the Plan's voting and engagement policies during the Plan Year, by
contimuing to delegate to their investment managers the exercise of rights and engagement activities in relation to
investmenis, as well as sesking to appoint managers that hawve strong stewardship policies and processes.

2. Voiting and engagement

Ac pant of its advice on the selection and ongoing review of the investment managers, the Flan's investment
adviser, LCP, incorporates its assessment of the nature and effectiveness of managers’ approaches to voting and
engagement.

Following the introduction of DWP's guidance, the Trustees agreed to set siewardship priorities to focus monfonng
and engageme=nt with their investment managers on specific ESG factors. After discussion in October 2023, the
Trustees discussed and agreed stewardship priorties for the Plan which were: Climate Change and Business
Ethics.

These prionties were selected as market-wide nsks and aress where the Trustees believe that good stewardship
and engagem=nt can improve long-term financial outcomes for the Plan’s members, as well a= being areas that
they thought members might consider most important, and these were also belisved to align well with the
sponsoring employer's own stewardship policies.

The Trustees' investrnant advisor, LCP, has communicated these priorities to the managers.

The Trustees consider their managers’ ESG and stewardship praclices via regular reporting from their investment
adviser.

The Trustees are conscious that responsible investment, including voting and engagement, is rapidly evolving and
therefore expects most managers will have areas where they could improve. Thersfore, the Trustees aim to have
an cngoing dialegue with managers to clanfy expectations and encourage improvements.

3. Description of voting behaviour during the Plan Year

All of the Trustees' haldings in listed equities are within pooled funds and the Trustees have delegated to their
investment managers the exercise of voting rights. Therefore, the Trustees are not able to direct how votes are
exercised and the Trustees have not used proxy voting services over the Plan Year. Howsver, the Trusises
monitor managers' voting and engagement behaviour and challengs managers where their activity has not been in
lime with the Trusizes’ expectations.

In this section we have sought to include voting data in ine with the Pensions and Lifetime Savings Association

(PLSA) guidance, PLSA Vote Reporting template and DWF's guidance, on the Plan’s funds that hold equities as
foliows:
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«  LGIM UK Equity Index Fund
«  LGIM AlN'World Equity Index Fund

In addition, the Plan's infrastnucture manager {IFM) provided the following commentany.
IFM Global Infrastructure Fund:

“With regards to the voting and engagement activities between IFM and the underlying portfolio companies, the
underlying holdings are private equity imvestments rather than public market isted equities. Our influence on such
irvestments is made directly by IFR through IFM's Board representation on the underlying portfolio companies
rather than through any form of proxy voting.

While the primary focus of the Fund is to provide investors with exposure to a diversified portfolio of unlisted
infrastructure assets, there are times where an opportunistic hold of a fisted entity is an attractive complement to
the unlisted portfolio. The acquisition of listed positions is generally motvated by gaining long-term strategic
positions, with significant equity cwnership, in atiractive core infrastructure assets.

Ewven for the listed asssts, we hold board seats. Consequently, we do not need to vote on our shares to influsnce
the board; as & senior executive in IFM's Infrastructure Team is an the board. This ensures we follow an active
ownership style”.

31 Description of the voting processes
For as=ets with voting rights. the Trustees rely on the votng policies of their managers.
LGIM

In response to guestiions from the Trustees” adviser, LGIM provided the following wording to describe its voting
practices:

LGNz vofing and engagement activities are driven by ESG profecsionals and their azzeszment of fhe
requiremenis in these areas seeks o achieve the bezt outcome for all our clieniz. Our voling policies are reviewsed
annually and fake info account feedback from our clienfs.

Every year, LEIM holds a stakeholder roundfable evenf where clienfz and ofher staheholders (ohvil zociety,
arademia, the privale sector and fellow inveztforz) are invifed fo express thewr views directly to the memberzs of the
Imvesfment Sfewardzhip feam. The views exprezsed by sifendess during this event form a key considerafion az we
confinue fo develop cwr voling and engagement policies and define sirategic prionties i the years ahead. We also
take into account client feedback received at regular meetings and’ or ad-hoc commenis or enguines.

Al decizions are made by LGIM s Invesfment Sfewardzhip feam and in accordance with our refevant Corporafe
Govemance & Regponaible Investment and Conflictz of interest policy documenitz which are reviewed annually.
Each member af the feam iz allocated a specific sector globally so that the vaoting iz underfaken by the zame
individuals who engage with the relevant company. Thiz enzsures our sfewardzhip approach flows smoothly
throughout fhe engagement and voling process and that engagement iz fully infegrated info the vote decizian
process, therefore sending conszisfent messaging fo companies.

LGIM's Investment Stewardzhip feam wees 1552 ProxyExchange’ elecfronic voling platfarm fo electronically vofe
cients' zhares. Al voting decizions are made by LGIM and we do not outzource any part of the sfrategic decisionsz.
Our wee of 125 recommendations iz purely to augment our own regearch and propriciany ESG assezement foods,
The Investment Stewardship team also wses the research reports of inshifubonal Voting Informafion Senvices (IVIE)
fo supplement the research reportz that we receive from 155 for UK companies when making specific voling
decizions.

To snsure our proxy provider vofes in accardance with our pogifion on ES5, we hawve put in place a cusfom vofing
paolicy with specific vofing instructions. These ingiruchons apply fo a3l marketz globally and seek fo uphold what we
cansider are mimmum besf pracice sfandards which we befieve all companies globally showld obssne,
imezpechive of local reguiafion or praciice,

We retain the abiliy in ail markefs o overnde any vole decisions, which are based on our custom voiing policy.
Thiz may happen where engagement with a specific company has provided additional information (for example
from direct engagement, or explanaiion in the annwal report) that alfows ws o apply a qualitative overlay fo owr
vating judgement. We have sfrict moniforing confrods fo ensure our voles are fully and effectively executed in
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accordance with owr voting policies by our senvice provider. Thiz includes a reguwizr manual check of the voles inpuf
into the platform, and an elecironic slent zenvice o inform us of rejecfed votes which require further action.

It iz wital that the proxy valing senvice are reguiarly manifored and LGIM do this through quarterly due diigence
meelings with I55. Reprezentatives from a range of deparfments affend these meefings, including the client
refationship manager, rezearch manager and custom voling mamager. The mestings have a sfanding agenda,
which includes seting ot our expectations, an analyzis of any izoues we have experienced when vofing during the
previous quarter, the qualiy of the I55 rezearch deliversd, general sarvice level, personnel changes, the
management of any pofenfial conflicts of inferest and a review of the effectivensss of the monitonng process and
voting stafistice. The meetings will alzo review any aclion points ancing from the previows guarterly mesling.

LGIM haz itz own infernal Risk Management Sysfem [RMS) fo provide effechive overzight of key processes. This
includes LGIM'z voling activiies and related client reporting. If an ifem iz not confirmed az completed on RMS, the
iseue iz eacalafed fo line managers and senior directors within the arganizafion. On 3 weekly bazis, senior
memberzs of the lnveziment Stewardzhip team confirm on LGIM's internal RMS that vodez have been cast cormectly
on the valing platform and record any izsues expenenced. Thiz iz then reviewed by the Director of Investment
Stewsrdship who confirms the wofes have been cast comreclly an a maonthly baziz. Annually, az part of our farmal
RMS processes the Directar of Investment Stewandship confirms that a formal review of LGIM s proxy provider has
bean conducted and that they have the capacily and compefency o analyse proxy isswes and make impartial
recommendafions.”

3.2 Summary of voting behaviour

A summary of voting behaviour over the Plan Year is provided in the table below.

LGIM only produces woting data quarterly so the data in the table below for LGIM is for the year to 30 Septamber
2024, except for the value of Plan assets at the end of the Plan Year, which is as at 31 August 2024

LGIM UK Equity  LGIM AN World
Index Fand Equity Index Fund

E10.525m

“Total size of fund at end of the Plan Year

£4810m
‘alue of Plan assets at end of the Plan Year (£ / % of total BD.im ! D.1% £35.5m / 20.1%:
asssts)
Mumber of equity holdings at end of the Plan Year 513 4,193
Mumber of meetings eligible to vote 730 3,843
Mumber of resclutions eligible to vote 10,438 54,387
% of resclutions voted 90.8% G0.E%
OF the resolutions on which voted, % voted with management 54.0% TE.2%
OF the resolutions on which voted, % woted against 6.0% 20.0%
management
Of the resolutions on which woted, % abstained from voting 0.0% 0.8%
O the meetings in which the manager voted, % with atleast  40.5% G3.2%
one vote againsi managemsnt
Of the resolutions on which the manager voted, % voted 5.2% 10.8%

contrary to recommendation of proxy advisor
Totals may not sum due to rounding.

3.3 Most significant votes

Commentary on the most significant votes over the Plan Year, from the Plan's asset managers whao hold isted
equities, is set out below.

The Trustees did not inform thedr managers which votes they considered to be most significant in advamce of those

votes. The Trustees will consider the practicalities of informing managers ahead of the wvole and will report on it in
next year's Implementation Statement.

Link Group 3



Hartwells Pension Plan (1971) Trustees’ Annual Report

Ziven the large number of votes which are cast by managers during every Annual General Meeting season, the
timescales ower which voting takes place as well as the resource requirements necessary 1o allow this, the
Trustees did not identify significant voting ahead of the reporiing penod. Instead, the Trustees have retrospectively
created a shortlist of most significant votes by requesting their manager provide a shortlist of votes, which
comprises a minimum of ten most significant votes, and suggested the manager could use the PLSA's criteria’ for
creating this shortfist. By mforming its managers of their stewardship priorties and through their regular interactions
with the managers, the Trustees believe that their managers will understand how they expect managers to vote on
issues for the companies they invest in on the Trusiees’ behalf

The Trustess have interpreted “significant votes” to mean those that:

+  align with the Trustees’ stewardship priorties;

« might have a matenal impact on future company performance;

+  the investment manager believes to represent a significant escalation in engagement;

#  impact a matenal fund holding, atthough this would not be considered the anly determinant of significance,
rather it is an additional factor;

« hawve 3 high media profile or are seen as being controversial; and
the Plan or the sponsonng company may have a particular inferest in,
if members wish to obtain more investment manager voting information, this is available upon request
331 LGIM
LGIM UK Equity Index Fund
Unilewer Plz, 1 May 2024

o Summary of resolution: Approve Climate Transition Action Plan
+  Relevant stewardship priority: Climate changs
«  Approx size of the holding at the date of the vote: 4.2%

«  Why this vote is considered to be most significant: LGIM is publicly supporiive of so called "Say an
Climate” votes. LGIM expect transition plans put forward by companies to be bath ambitious and credibly
aligned to & 1.5C scenanioc. Given the high-profile nature of such votes, LGIM deem such voles to be
significant, particularly when LGIM votes against the transition plan.

«  Company management recommendation; For
Fund manager vote: For

+« Rationale: A vote for the plan was applied as LGIM understand it to meet their minimum expectations. This
inciudes disclosure of scope 1, 2 and material scope 3 GHZ emissions and shor, medium and long-term GHG
emissiens reduction targets consistent with a 1.5C Pans goal. Despite SBTI recently removing their approval of
the company’s long-term scope 3 target, they note that the company has recently submitted near term 1.5C
degree aligned scope 3 targets to the SBTI for validation and thersfore at this stage believe the company's
ambition level to be adequate. They therefore remain supportive of the net-zem trajeciory of the company at
this stage.

i Was the vote communicated to the company ahead of the vote: Mo, LGIM publicly communicates its vate
instructions with rationale for all wotes against management

«  Outcome of the vote and next steps: Pass, LGIM will continue to engage with their investes companies,
publicly adwocate their position on this issue and moniter company and market-level progress.
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Shell Pic, 21 May 2024

«  Summary of resolution: Approve the Shell Energy Transition Strategy
+ Relevant stewardship priority: Climate Changs
«  Approx size of the holding at the date of the vote 7. 7%

*  Why this vote is considered to be most significant: LG is publicly supportive of so called "Say on
Climate” votes. They expect transition plans put forward by companies to be both ambitious and credibly
alignad to a 1.5C scenano. Given the high-profile nature of such votes, LGIM deem such votes to be
significant, particularhy when LGIM votes against the transition plan, The vote is also relevant o the Trustees’
climate change stewardship pricrity.

+  Company management recommendation: Far
«  Fumd manager vote: Against

« Rationale: A vote against is applied. LEIM acknowledges the substantive progress the company has made in
respect of climate related disclosure over recent years, and they view positively the commitments made to
reduce emissicns from operated assets and oil products, the strong position taken on tackiing methanse
emissions, as well as the pledge of not pursuing frontier exploration activities beyond 2025, Mevertheless, in
light of the revisions made to the Met Carbon Intensity (MNCI) targets, coupled with the ambition to grow its gas
and LMG business this decade, LGIM expects the company to better demonstrate how these plans are
consistent with an crderly transiticn o net-zero emissions by 20680, |n essence, they seck more clarty
regarding the expecied fespan of the assets Shell is lbooking to further develop, the level of flexibility in revising
produciion levels against a range of scenanies and tangible actions taken across the value chain to deliver
customer decarbonisation. Additicnally, LGIM 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 invalbved in assst
sales, given portfolic changes form a3 materal lever in Shell's decarbonization strategy.

*  Was the vote communicated to the company ahead of the wote: Yes, LGIM publicly communicates its vote
instructions with rationale for all votes against managemsnt

#  Dutcome of the vote and next steps: Pass, LG will continue to engage with their investes companies,
publicly advocate for their position on this issue and menitor compamy and market-level progress.

Duning the reporting period there ware no significant votes in the LGIM LK Equity index fund relating to business
ethics.

LCIM AN Werld Eguity Index Fund

Amazon_com, Ine, 22 May 2024

*  Summary of resolution: Report on Customer Due Diligence
*  Relevant stewardship priority: Business sthics

«  Approx size of the holding at the date of the vote: 2.2%

+  Why this vote is considered to be most significant: This sharsholder resoluticn is considerad significant as
one of the largest companies and employers not only within its sector but in the world, LGIM believes that
Amazon's approach to human capital management issues has the potential to drive mprovements across both
its industry and supply chain. LGIM voled in favour of this proposal last year and continue to support this
reguesi, a5 enhanced transparency over material risks o human rights is key to understanding the company's
functions and organisation. While the company has disclosed that they internally review these fior their products
{RING doorbells and Rekegnition) and has utilised appropriate third parties to strengthen their policies in
refated areas, there remains a need for increased, especially publicly available, transparency on this topic.
Drespite this, Amazon’s coverage and reporting of risks falls short of LGIM's baseline expectatons swmounding
Al. In particular, LGIM would welcome additicnal information on the intemal education of Al and Al-related
risks. The vote is also relevant to the Trustees’ business ethics stewardship pricrity.

«  Company management recommendation: Against
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Fund manager vote: For

Rationale: A wote im favour is applied as enhanced transparency over matenal risks o human rights is key to
understanding the company's functions and organisation. While the company has disclosed that they intemally
review these for some products and has utiised appropriate third parties to strengthen their policies in related
areas, there remains a nesd for increased. especially publicly available, tramsparency on this topic.

Was the vote communicated to the company ahead of the vote: Yes, LGIM publicly communicates its vote
imstructions with ratonale for all votes against management

Dutcome of the vote and next steps: Pass, LGEIM will continue to engage with their investes companies,
publicly advocate their position on this issue and monitor company and market-level progress.

Exxon Maobil Corporation 29 May 2024

Link Group

Summary of resolution: Revisit Executive Pay Incentives for GHG Emission Reductions.

Relevant stewardship priority: Climate change
Approx size of the holding at the date of the vote: 0.7%

Why this vote is considered to be most significant: This shareholder resclution is considered significant
due to misleading proposals (sharsholder resolutioms brought with the aim of undermining positive
environmental, social and govermance behawviours) a a relatively recent phenomenon. Such proposals often
appear to be supportive of, for example, the energy transition but, when considered im depth. are actually
designed to promote anti-climate change views. The vote is also relevant to the Trustees” climate change
stewandship priority.

Company management recommendation: For
Fund manager vote: Against

Rationale: A vote against is applied as LGIM expects companies to be taking sufficient action on the key issus
of climate change.

Was the vote communicated to the company ahead of the vote: Yes, LGIM publicly communicates its vote
instructions with ratiomale for all votes against management

Dutcome of the vote and next steps: Fail, LGIM will continue to engage with its investee companies, publichy
advocate their positicn on this issue and monitor company and market-ievel progress.



