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About this statement

As Trustee of the BP Pension Fund, we must publish an annual 
implementation statement which explains how we have carried out  
the policies set out in our Statement of Investment Principles (SIP). 
It covers the reporting period from 1 January to 31 December 2021.  
We include this statement in our Annual Report and Financial Statements, 
which you can find on our website. 

Governance 
The SIP was last reviewed in 2020, and no material amendments were made to 
it during 2021. However, during 2021, we did enhance our approach to manager 
monitoring and have developed clearer reporting frameworks. As part of our 
responsibilities to members, we have made informed strategic investment decisions  
to help achieve our long-term investment objectives that are described in the SIP.

What is our investment objective?
Our long-term investment objective is for the 
Fund to invest in assets which closely match  
its liabilities (the promises to pay members’ 
benefits), building up the assets in a responsible 
way so that the Fund has enough money to  
pay members’ benefits when they are due.  
This means we want to reach a funding level 
which, in our view, minimises the reliance on  
BP p.l.c., (the company) and the other 
participating employers who support the Fund.

To achieve this objective, we hold a portion of 
assets in a broad range of investments that are 
expected over the long term to grow by more than 
the value of the Fund’s liabilities, so increasing the 
funding level. This strategy has led to funding-level 
improvements in recent years which means we 
have been able to continue to reduce the Fund’s 
exposure to investment risk in 2021. The remaining 
portion of the assets are invested to match the 
Fund’s liabilities closely.

‘…we have made informed strategic investment 
decisions to achieve our long-term objectives…’
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Selecting and monitoring our 
asset managers
At the end of 2020, we appointed five new 
equity managers, followed by two fixed-income 
managers at the start of 2021.

We have a quarterly process for monitoring  
each of our managers, which includes meetings 
to discuss investment performance and 
responsible investment (RI) matters. The asset 
managers’ fees, as well as portfolio turnover  
and transactions costs, are reviewed in line  
with the market. We believe these costs  
were within reasonable expectations. 

Responsible investment
In 2019, we agreed a responsible investment 
policy (RI policy). This has been kept up to date 
and in line with recent regulatory changes, 
including climate-change reporting standards  
for climate risk management. We support the 
Principles of Responsible Investment (UNPRI) 
endorsed by the United Nations and comply  
with its annual reporting requirements.

The principles we have used to achieve our 
investment objectives reflect our underlying 
beliefs about governance and follow an 
integrated, risk-management approach  
which includes responsible investment.

Over the course of the reporting period, and in 
the preceding months, we have made significant 
enhancements to our manager selection and 
monitoring process, as well as the reporting 
framework, bringing them into line with  
the 2020 UK Stewardship Code principles.  
We have also made progress towards refining  
a quantitative RI monitoring framework. 
Consideration of environmental, social and 
governance (ESG) factors within the investment 
process remain a significant requirement in our 
asset manager selection and monitoring process.

Every year, each asset manager must complete 
our RI and stewardship reporting template.  
In addition to quarterly manager meetings, we 
hold annual meetings dedicated to stewardship 
and responsible investment. As far as we are 
aware, no investment decisions have deviated 
from our RI policy during 2021.

‘ESG factors…remain a 
significant requirement 
in our asset manager 
selection…’

Stewardship and voting
The SIP is supplemented by the RI policy, which 
covers our approach to responsible investment. 
Where possible, we have used our influence to 
encourage responsible, long-term behaviour 
through our voting policy and our asset 
managers’ compliance with our RI policy  
and UK Stewardship Code principles. In 2021,  
we produced an internal stewardship activities 
report to help monitor our actions and progress. 
We generally prefer engagement over exclusion 
as a way of improving long-term behaviour.

Our stewardship priorities are:

• climate change (environmental)

• human rights (social)

• board effectiveness (governance).

These three priority themes will support us in 
more effectively implementing and monitoring 
progress consistently across managers and 
asset classes. Our new annual responsible 
investment monitoring framework includes 
quantitative metrics to help monitor engagement 
and impact for each ESG theme. However, this 
does not stop us engaging on other ESG issues, 
raised through the annual company shareholder 
resolution process and application of our 
stewardship and voting policy.
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Summary
We are comfortable that the policies 
described in the SIP have been adequately 
followed during the reporting period.  
We will consider including more 
information in our future implementation 
statements, as appropriate and as industry 
guidelines and investment manager 
reporting in this area evolve.   

Engagement
During the quarterly meetings with our  
asset managers, we discuss their engagement 
activities and the resulting outcomes along with 
any underlying ESG issues. These engagements 
were believed to be in the best interest of the 
Fund’s members and beneficiaries.

We have identified several themes to focus on  
and monitor. These include the level of data that 
is available across the different asset classes, 
our managers’ collaborations with other entities 
and the formal methods needed for their 
engagement and escalation processes. We look 
forward to building on the positive momentum 
gained with our managers to allow the Fund and 
the managers to progress with responsible 
investment, including encouraging the managers 
to embed the Fund’s three stewardship  
priorities in the most effective manner possible.  
Examples of engagement and escalation can  
be found in Appendix 1.

Voting
All voting rights are exercised by the Trustee 
directly and, as far as possible, we use our right 
to vote in the general meetings of the companies 
in which the Fund invests. We generally exercise 
our voting rights to express our position on our 
stewardship priorities. 

In addition to reviewing recommendations from 
our proxy voting adviser, Institutional Shareholder 
Services, Inc. (ISS), and the voting policies  
from LGIM (our passive listed equity manager),  
we also consider the views of our active asset 
managers, in order to leverage their expertise 
about the companies in which they invest. 

We always vote in the best interests of the Fund, 
in line with the RI policy, and apply reasoned 
judgement when deciding whether to follow  
the proxy voting agent’s recommendations.  
We receive quarterly reports on voting, with the 
data presented at the Fund level. You will find a 
summary of voting and examples of significant 
votes over the reporting period in Appendix 2.
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Appendix 1: Examples of engagement 
and escalation over the reporting period
Direct engagement
We believe that constructive engagement 
drives positive value not only for the Fund’s 
members, but also for the environment and 
society as a whole. As such, we expect the 
Fund’s managers to engage continuously with 
companies, regulators, investors and other 
stakeholders. This will help them better 
understand the material issues affecting their 
investments, and also allow them to use their 
influence to help bring about meaningful, 
targeted change. The panel shows an 
example of where engagement has been 
used over the reporting period.

Improving disclosure of 
environmental metrics
• Issue: Walter Scott, one of the Fund’s 

listed equity managers wanted to 
improve disclosure of environmental 
metrics across corporates, specifically 
encouraging disclosure via the Carbon 
Disclosure Project (CDP) reporting 
platform as part of CDP’s 2020 
Non-Disclosure Project. Enhancing 
disclosures in this way fits with the 
recommendations of the Task Force on 
Climate-related Financial Disclosures 
(TCFD). Specific portfolio companies 
were found to have sub-par disclosures.

• Action: Walter Scott led an engagement 
with an industrial supplies company, 
Fastenal, leaning on its long-standing 
investment in the firm and established 
relationship with the management team. 
The manager had multiple meetings 
with the company on environmental 
disclosures in terms of both CDP 
requirements and views on best  
practice related to business planning  
and communication.

• Outcome: Management and the  
board fully recognised that more  
work and better communication around 
ESG matters is increasingly critical 
to commercial success. The CEO 
of the company noted in a letter to 
stakeholders that the company planned 
to file a CDP climate report, later 
confirmed in the CDP Non-Disclosure 
Campaign: 2020 Results Report. 
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Escalation of engagement
While we believe in continuous dialogue, 
relationship building and collaboration to promote 
lasting positive change, we understand the need 
for the escalation of engagement issues in cases 
of urgency (for example, material news) or where 
the investment is slow to respond to concerns. 
Below is an example of where escalation has 
been used over the reporting period.

Escalation following an 
extraordinary event
• Issue: In 2020, global mining group, 

Rio Tinto, came under scrutiny 
from investors and the general 
public, following its destruction of a 
46,000-year-old Aboriginal heritage site 
in Western Australia to make way for an 
iron ore mine. This flagged reputational 
risks and had negative implications for 
Rio Tinto’s social licence to operate.

• Action: LGIM, the Fund’s passive 
listed equity manager engaged with 
Rio Tinto to address its impact on the 
human rights of the affected community 
as soon as possible. In particular, the 
manager’s escalated approach included:

– direct engagement with Rio Tinto’s 
board chair 

– direct engagement with the senior 
independent director 

– releasing public statements in the 
press on the need for accountability

– leading a collaborative engagement 
(using a well-recognised collective 
engagement body) with other 
investors in the company, calling for 
an investigation into the incident and 
immediate remedial action.

• Outcome: The escalation and related 
investor and civil society pressure 
resulted in an internal investigation into 
the firm’s cultural heritage management 
system, pay cuts for senior executives, 
and the eventual departure of the CEO 
and two other directors.

Appendix 1 continued
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Appendix 2: Summary of voting 
behaviour and examples of significant 
votes over the reporting period

Alignment of voting
Our votes were aligned with management 
recommendations in 81% of cases, whereas  
ISS recommendations were aligned with 
management recommendations in 92%  
of cases.

In total, we voted at all of the votable meetings (29,581 resolutions 
across 1,881 companies). Management proposals accounted for 97% of 
total ballots. The following charts present how resolutions were voted. 

For 80%

Against 17%

Abstain/withheld 3%

With management 81%

Against management 19%

With management 92%

Against management 8%

ISS policy 
recommendations

Votes cast

Total 
proposals

Shareholder proposals 
We supported shareholder proposals in 60% of 
the cases (532 out of total of 886 resolutions).

Total proposals

For 60%

Against 37%

Abstain/withheld 3%

Shareholder 
proposals 

Source: BP Pension Fund based on voting statistics data from 
ISS Proxy Exchange.
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Appendix 2 continued

Significant votes 
Guided by our stewardship themes, we consider 
several criteria, including those outlined by the 
stewardship and voting guidelines from the 
Pensions and Lifetime Savings Association  
(PLSA) in determining which votes are considered 
‘significant’. Through a methodical filtering 
process, ensuring consistent treatment for 
companies which may be held in more than one 
mandate, we narrow down the votes which need 
further scrutiny, ultimately selecting those that 
make up the significant votes category. 

Votes with the following criteria are considered 
significant, although it is worth noting that this list 
is not exhaustive, and it is possible that a theme, 
issue, or company which was not previously 
considered significant has risen up the agenda by 
the time voting discussions and decisions need  
to be taken.

• Votes with potential financial implications – 
those which may have a material impact on 
future company performance.

• Votes with a potential impact on a stewardship 
outcome – for example, votes relating to a 
decision which may reduce investors’ voice  
or downgrade investors’ voting rights.

• Votes relating to an identified conflict of interest 
with the Fund’s asset managers.

• Votes in non-listed equity asset classes, where 
there is a voting opportunity in private equity, 
infrastructure debt or other asset classes.

High-profile or controversial votes are those  
with either a significant level of opposition from 
investors to a company resolution or a significant 
level of support for an investor resolution, media, 
political or regulatory interest. We have included 
some examples of significant votes during the 
reporting period which relate to each of the 
Fund’s stewardship priorities:

Climate change
• AGL Energy Limited: We voted in favour of  

a proposal requesting the company to report  
on climate change, given its apparent lack  
of transparency and disclosure on a transition  
to net zero. The resolution did not pass,  
but the company has subsequently improved  
its transparency, including announcing a  
net-zero ambition.

• The Kansai Electric Power Co. (KEPCO): 
We voted against the recommendation of 
management on a resolution concerning 
an Amendment of Articles to Promote 
Decarbonization. KEPCO supplies electricity 
sourced from nuclear, thermal and hydro plants. 
We understand that the company has had several 
accidents at its plants, and a corruption scandal in 
recent times. By our vote, we sought to signal to 
the company that climate risk is an issue which 
must be considered by company boards.

Human rights
• Alphabet: We voted in favour of a director with 

human rights experience. Given the alleged 
controversy over the departure of a former 
artificial intelligence (AI) ethics researcher,  
we felt additional oversight of this area at board 
level was important to protect the reputation of 
the business and reflect society’s concerns over 
AI deployment. The resolution did not pass.

• BT Group: We voted against the management 
on approving the remuneration report due to 
concerns with the health and safety record, which 
was not reflected in the variable compensation 
levels awarded for the year. Safety is one of our 
core values, and health & safety is linked to our 
ESG theme of human rights.

Board effectiveness
• Boeing: We voted against the re-election of 

a director, against the re-appointment of the 
auditor, against on pay, and voted in favour of 
a report on lobbying. We consider this to be 
a significant vote because of concerns about 
the company’s oversight of management in 
the period leading up to incidents involving its 
aeroplanes and the subsequent investigations 
into the company’s actions.

• Constellation Brands: We voted in favour of 
a shareholder resolution, proposed by the New 
York City Comptroller on behalf of the New York 
City Teachers’ Retirement System, New York City 
Employees’ Retirement System and the Board of 
Education Retirement System, which requested 
the company to adopt a policy for improving board 
and top management diversity. We believed the 
proposer was a credible pension fund with aligned 
interests to a long-term investor, and we wanted 
to signal to the company board that investors are 
paying attention to issues around diversity, equity 
and inclusion.


