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Highlands and Islands Enterprise Superannuation Scheme (the ‘Scheme’) - Investment Accounting 
Disclosures  

Trustees Policies 

This section sets out the policies in the Statement of Investment Principles (‘SIP’) in force at the 
Scheme year end, relating to the following:  
 

• Financially Material considerations  
• Non-Financially Material considerations 
• Investment Manager Arrangements 

 
Stewardship including the exercise of voting rights and engagement activities is set out in the ‘Voting 
and Engagement’ section.  
 
Financially Material considerations 

The Trustees have considered financially material factors such as environmental, social and 
governance (‘ESG’) issues as part of the investment process to determine a strategic asset 
allocation over the length of time during which the benefits are provided by the Scheme for 
members. They believe that financially material considerations (including climate change) are 
implicitly factored into the expected risk and return profile of the asset classes that they are 
investing in. 

In endeavouring to invest in the best financial interests of the beneficiaries, the Trustees have 
elected to invest through pooled funds. The Trustees acknowledge that they cannot directly 
influence the environmental, social and governance policies and practices of the companies in 
which the pooled funds invest. However, the Trustees do expect their fund managers and 
investment consultant to take account of financially material considerations when carrying out 
their respective roles. 

The Trustees accept that the Scheme’s assets are subject to the investment manager’s own policy 
on socially responsible investment. The Trustees will assess that this corresponds with their 
responsibilities to the beneficiaries of the Scheme with the help of their investment consultant. 

An assessment of the ESG and responsible investment policies forms part of the manager selection 
process when appointing new managers and these policies are also reviewed regularly for existing 
managers with the help of the investment consultant. The Trustees will only invest with 
investment managers that are signatories for the United Nations Principles of Responsible 
Investment (‘UN PRI’) or other similarly recognised standards. 

The Trustees will monitor financially material considerations through the following means: 

• Obtain training where necessary on ESG considerations in order to understand fully how 
ESG factors including climate change could impact the Scheme and their investments; 

• Use ESG ratings information provided by their investment consultant, to assess how the 
Scheme's investment managers take account of ESG issues; and 

• Request that all of the Scheme's investment managers provide information about their 
ESG policies, and details of how they integrate ESG into their investment processes, via 
their investment consultant. 

If the Trustees determine that financially material considerations have not been factored into the 
investment managers’ process, they will take this into account on whether to select or retain an 
investment. 
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Non-Financially Material considerations 
 

The Trustees have not considered non-financially material matters in the selection, retention and 
realisation of investments. 

Investment Manager Arrangements 
 

Incentives to align investment managers’ investment strategies and decisions with the 
Trustees’ policies 

The Scheme invests in pooled funds and so the Trustees acknowledge the funds’ investment 
strategies and decisions cannot be tailored to the Trustees’ policies. However, the Trustees set their 
investment strategy and then select managers that best suits their strategy taking into account the 
fees being charged, which acts as the fund manager’s incentive. 

The Trustees use the fund objective/benchmark as a guide on whether their investment strategy is 
being followed and monitor this regularly. 

Incentives for the investment managers to make decisions based on assessments about 
medium to long-term financial and non-financial performance of an issuer of debt or 
equity and to engage with issuers of debt or equity in order to improve their performance 
in the medium to long-term 

The Trustees select managers based on a variety of factors including investment philosophy and 
process, which they believe should include assessing the long term financial and non-financial 
performance of the underlying company that they invest in. 

The Trustees also consider the managers’ voting and ESG policies and how they engage with the 
company as they believe that these factors can improve the medium to long-term performance of 
the investee companies. 

The Trustees will monitor the managers’ engagement and voting activity on an annual basis as they 
believe this can improve long term performance. The Trustees expect their managers to make every 
effort to engage with investee companies but acknowledge that their influence may be more limited 
in some asset classes, such as bonds, as they do not have voting rights. 

The Trustees acknowledge that in the short term, these policies may not improve the returns it 
achieves, but do expect that investing in those companies with better financial and non-financial 
performance over the long term will lead to better returns for the Scheme. The Trustees believe that 
the annual fee paid to the fund managers incentivises them to do this. 

If the Trustees feel that the fund managers are not assessing financial and non-financial performance 
or adequately engaging with the companies they are investing in, they will use these factors in 
deciding whether to retain or terminate a manager. 

How the method (and time horizon) of the evaluation of the fund managers’ performance 
and the remuneration for asset management services are in line with the Trustees’ 
policies 

The Trustees review the performance of each fund quarterly on a net of fees basis compared to its 
objective. 

The Trustees assess the performance of the funds, where possible, over at least a 3-5 year period 
when looking to select or terminate a manager, unless there are reasons other than performance 
that need to be considered. 
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The fund managers’ remuneration is considered as part of the manager selection process and is also 
monitored regularly with the help of their investment consultant to ensure it is in line with the 
Trustees’ policies. 

How the Trustees monitors portfolio turnover costs incurred by the fund managers, and 
how they define and monitor targeted portfolio turnover or turnover range 

The Trustees monitor the portfolio turnover costs on an annual basis. 

The Trustees define target portfolio turnover as the average turnover of the portfolio expected in 
the type of strategy the manager has been appointed to manager. This is monitored on an annual 
basis. 

The Trustees have delegated the responsibility of monitoring portfolio turnover costs and target 
portfolio turnover to their investment consultant. 

The duration of the arrangement with the fund managers 

The Trustees plan to hold each of its investments for the long term but will keep this under review. 

Changes in investment strategy or changes in the view of the fund managers can lead to the duration 
of the arrangement being shorter than expected. 

 
Voting and Engagement  

The Trustee is required to disclose the voting and engagement activity over the Scheme year. The 
Trustee has appointed Minerva Analytics (‘Minerva’) to obtain voting and investment engagement 
information (‘VEI’) on the Scheme’s behalf.  

This statement provides a summary of the key information and summarises Minerva’s findings on 
behalf of the Scheme over the Scheme year.  

Voting and Engagement Policy and Funds 

The Trustee policy on stewardship is as set out below in the SIP dated September 2020: 

The Trustees’ policy on the exercise of rights attaching to investments, including voting rights, is that 
these rights should be exercised by the investment manager on the Trustees’ behalf, having regard to 
the best financial interests of the beneficiaries. 

The investment manager should engage with companies to take account of ESG factors in the 
exercise of such rights as the Trustees believe this will be beneficial to the financial interests of 
members over the long term. The Trustees will review the investment managers’ voting policies, with 
the help of their investment consultant, and decide if they are appropriate. 

The Trustees also expect the fund manager to engage with investee companies on the capital 
structure and management of conflicts of interest. 

If the policies or level of engagement are not appropriate, the Trustees will engage with the 
investment manager, with the help of their investment consultant, to influence the investment 
manager’s policy. If this fails, the Trustees will review the investments made with the investment 
manager. 
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The Trustees have taken into consideration the Financial Reporting Council’s UK Stewardship Code 
and expect investment managers to adhere to this where appropriate for the investments that they 
manage. 

The table below sets out the funds the Scheme invested in over the Scheme year and states the use 
of a proxy voter.  

 

 

ISS and Glass Lewis are proxy voting services.   

Exercise of voting rights 

The voting activity was requested from all of the Scheme’s managers, where appropriate. 
Information was obtained from BlackRock, Baillie Gifford, LGIM and M&G, but unfortunately at the 
time of drafting this report, no information was forthcoming from Oak Hill Advisors or Dimensional.  

Minerva confirmed that Baillie Gifford’s and BlackRock’s voting policies and disclosures broadly 
comply with the ICGN Voting Guidelines Principles and good corporate governance practices. 
However, for both managers, there were minor areas of divergence in relation to Audit & Reporting 
and Renumeration due to a lack of detailed information provided by the managers on these areas. 
Minerva confirmed that Baillie Gifford and BlackRock followed the Trustees’ voting policy. 

M&G did provide information on unique voting opportunities within the Fund but as the assets are 
fixed interest in nature they do not come with traditional voting rights. Therefore, no assessment of 
good practice could be carried out.  

Minerva received a response from Legal & General (for their Annuity Product), Aviva and Standard 
Life (for the Index Linked Bond Fund and an Annuity Product), both of these managers confirmed 
that there was no voting information to report. 

Legal & General Investment Management (‘LGIM’) provided a response that there was no voting 
information to report for the LDI Funds or the Sterling Liquidity Fund. Information was provided for 
LGIM’s Diversified Fund and World Equity Index Fund (GPB Currency Hedged). Minerva confirmed 
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that LGIM’s voting policies and disclosures broadly comply with the ICGN Voting Guidelines 
Principles and good corporate governance practices in addition to following the Trustees’ voting 
policy. 

Legal and General requested a letter of authority to disclose VEI information for their Annuity 
Product. This is currently being arranged.  

Manager Voting Behaviour 

The Trustees believe that responsible oversight of investee companies is a fundamental duty of good 
stewardship. As such, they expect the Scheme’s managers to vote at the majority of investee 
company meetings every year, and to provide sufficient information as to allow for the independent 
assessment of their voting activity.  

The table below sets out the voting behaviour of each manager where disclosed by the manager.   

 

Significant Votes   
  
Set out in the following table is a summary of the Scheme’s manager’s significant voting 
behaviour.  Where the manager has not provided the level of data to identify the ‘Significant Votes’ 
based on the criteria explained below, Minerva has applied the definition provided by the managers 
themselves.  

A ‘Significant Vote’ relates to any resolution at a company that meets one of the following criteria:  

• contradicts local market best practice (e.g., the UK Corporate Governance Code in the UK)   
• is one proposed by shareholders that attracts at least 20% support from investors; and     
• attracts over 10% dissenting votes from shareholders.    
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Manager Engagement Information 

The Trustees believe that an important part of responsible oversight is for the Scheme’s investment 
managers to engage with the senior management of investee companies on any perceived risks or 
shortcomings – both financial and non-financial – relating to the operation of the business, with a 
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specific focus on ESG factors. As such, they expect the Scheme’s managers to engage with investee 
companies where they have identified any such issues. 

The table below summarises the engagement activity of the managers that provided information.    

 

Ballie Gifford and M&G provided further engagement information, which is set out below.  
 
Ballie Gifford 

 

M&G 
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Outstanding Information   

This section sets out the status of outstanding information Minerva have requested. 

 

 

Minerva is continuing to engage with the relevant managers on the identification and provision of any 
missing VEI information and will provide the Scheme with an update as soon as all of the managers 
have formally reported back, and any information provided has then been analysed. 

Conclusion 

Minerva was able to confirm that BlackRock and Baillie Gifford had followed the Trustees’ voting and 
engagement policies.  

It was determined that the Scheme’s holdings in  LGIM’s LDI Funds and Sterling Liquidity Fund, Legal 
& General’s Annuity Product, as well as Standard Life’s Index Linked Bond Fund and Annuity Product 
had no voting or engagement information to report due to nature of the underlying holdings. 

M&G provided both voting and engagement information. As the assets are fixed interest in nature 
they do not come with traditional voting rights. Minerva was able to conclude that they had 
followed the Trustees’ engagement policy.  

Oak Hill Advisors and Dimensional did not respond to Minerva’s data request in time to produce the 
VEI report therefore, no assessment could be made on whether the managers have followed the 
Trustees’ voting or engagement policies.  

Minerva has concluded that LGIM followed the Trustees’ voting policy for the Diversified Fund and 
World Equity Index Fund (GBP Currency Hedged), but as the manager only provided firm wide 
engagement activity and not fund specific data, Minerva could not determine if LGIM had followed 
the Trustees’ engagement policy. However, LGIM did conduct 891 engagements over 
the Scheme year demonstrating their commitment to good stewardship on behalf of clients.  

Aviva had no voting information to report and only provided firm wide engagement information to 
Minerva rather than fund level data therefore Minerva could not determine if Aviva followed the 
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Trustees’ engagement policy. Despite Aviva not providing Minerva with the right information on 
time, the fund does engage with tenants to improve their ESG credentials e.g. new developments 
need an independent sustainability ratings rating of ‘Very Good’, which ensures the developments 
are more sustainable to the environment. 

Minerva will seek any outstanding information and will agree a way forward on any actions 
identified with the Trustee once this information is available. 

 


