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Defined Contribution (DC) Section
Overall investment objectives

7KH 7UXVIHHIV RYHUD( LQYHVIPHQH REIHFILYHV DUH VHI RXIRQ SDJH  RI IKH 6,3 ZKIFK FDQ EH
accessed www.cityandguildsgroup.com/group-policies

The Trustee meet these objectives by reviewing the 6FKHPH{V LQYHVIPHQW VIUDIHI\ RQ DIl (HDWW
a three-yearly basis. The last review was undertaken in September 2018. Each review
considers such matters as: the demographic profile of the membership, the likely income
choices members will make at retirement, tKkH PHPEHUWKISV UVN SURIWH WKH 7UXVIHHIV
governance approach to the investment options to be made available, developments in the
money purchase/defined contribution market and legislative changes.

How does the Trustee meet its investment obligations?

ThH 7UXVIHH PHIF TXDUWHUN\ IR FRQGXFW LIV EXVIQHVV ZKLFK LQFIXGHY PRQURUQJ WKH 6FKHPHV
LQYHVIPHQ!I VIUDIHJI\ DQG SHUIRUPDQFH RI IKH 6FKHPH{V IXQG UDQJH 7KH 6FKHPHV LQYHVWPHQW
and DC advisers updated the Trustee in between these meetings if a particular issue arose with
W =& LQYHVIPHQN SIDIIRUP SURYIGHU $YLYD RU RQH RI WKH IXQGY PDGH DYDUDE(H RQ $YLYDV

investment platform.
Setting investment strategy

As described above, the Trustee IRUPDIN UHYIHZV IKH 6FKHPHIV LQYHVIPHQI VIUDIHI\ RQ DI 0HDWW
a three-yearly basis.

The current investment strategy was set in September 2018. The Trustee engaged their DC
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The Trustee regularly monitors the performaQFH RI IIKH LQYHWIPHQI RSILRQV DQG IKH 6FKHPHV
investment managers.

Over the reporting period, the Trustee considered the performance of the fund range at each of
the quarterly Trustee meetings. In doing this, the Trustee discussed the market context
alongside assessing how closely each of the funds had tracked their respective benchmarks as
set out on page 23 of the SIP which can be accessed www.cityandguildsgroup.com/group-
policies

The Trustee was satisfied that all investment options were performing in line with the agreed
objectives and as such, no changes were made to the investments over period.

Professional advice
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Defined Benefit Section

Governance

The Trustee is responsible for investment matters related to the Defined Benefit Section of the
Scheme. Four Trustee meetings were held over the year. The main investment focus of the
Trustee over the course of 2022 was reviewing the 6FKHPHIV ILDEWN SUR[\ and reacting to the







THE CITY AND GUILDS (1966) PENSION SCHEME
IMPLEMENTATION STATEMENT
YEAR ENDED 30 SEPTEMBER 2022

The equities and LDI funds are managed passively by BlackRock. The diversification funds
allocation is split between the Towers Watson Partners Fund, which is managed by Towers
Watson Investment Management and the Fulcrum Diversified Absolute Return Fund. The UK
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Currency risk is managed by hedging a proportion of the 6FKHPH{V H[SRVXUH IR QRQ-Sterling
currencies.

Political risk is managed by having a well-diversified investment portfolio, and the change in
investment strategy did not materially impact the diversification of the portfolio.

Sponsor risk IV PDQDJHG E\ DVVHVVLIQJ IKH LQIHUDFILRQ EHIZHHQ IKH 6FKHPH DQG WKH ,QVILIXIHIV
business, as measured by several factors, including the creditworthiness of the Institute and the
size of the pension liability relative to the financial strength of the Institute. A formal assessment
of the covenant was conducted in June 2021 alongside the deliberations relating to the 30
September 2021 actuarial valuation. Further covenant advice is obtained on an ad hoc basis
where relevant.

Investment performance monitoring

The Trustee receives a six-monthly monitoring report to 31 March and 30 September from Willis
Towers Watson as well as receiving quarterly reports from the investment managers.

The BlackRock equity investments performed in line with expectations, delivering returns within
an acceptable deviation of the underlying benchmark index. The LDI portfolio, also managed by
BlackRock, helped to mitigate the impact of changes to interest rates and inflation expectations,
as it is designed to do. However, the management of this portfolio was impacted by the extreme
market stress at the end of September and early October 2022, which meant the portfolio
provided less protection than usual.

The UK property investments have performed reasonably well over the long-term, delivering
positive absolute returns, however, these funds have marginally underperformed their
benchmarks over a 1-, 3- and 5- year time horizon.

The Towers Watson Partners Fund significantly underperformed its CPl benchmark over 1 year
to 30 September 2022. This was primarily due to the current high inflation environment and poor
performance of equities over this period. The Fulcrum DAR mandate also underperformed its
inflation benchmark (albeit to a lesser extent) for similar reasons. In contrast, both mandates
significantly outperformed their equity benchmarks over the same time period due to the poor
performance seen in equity markets over 2022.

ESG considerations

The Trustee has provided a copy of the Statement of Investment Principles to its investment
managers (and does so on an annual basis).

Managers are asked to confirm whether they comply with the UK Stewardship code and, if they
do not, are asked to explain their reasons for not doing so. As at 30 September 2022, all
managers confirmed compliance with the code.

The Trustee confirms with each manager that they manage the portfolio with a medium to long-
term time horizon and utilise investment engagement in order to enhance portfolio value. The
Trustee also monitors costs to ensure that managers are incentivised to invest with a long-term
time horizon. In add0.000008869 0 595.1a
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Voting information is collected from each manager and this is summarised in the next section
of this statement.

4. Turnover
7KH 7UXVIHHV LQYHVIPHQI FRQVXNDQI PRQUIRUV KH LQYHVWPHQW PDQDJHUV] SRUIIRIR IXUQRYHU DQG
confirmed that over the Scheme year portfolio turnover was in line with expectations and
therefore there were no particular concerns highlighted around inappropriate costs being
incurred.

Information on portfolio turnover as provided by the investment managers is given below:

Note: Turnover is defined as the lesser of the value of purchases or the value of sales divided
by average annual market value

Mandate Manager | Expected long- Fund Activity* | Manager commentary
term level of
portfolio
turnover pa

DAR Fulcrum €.90% 62% Turnover was in line

with expectations

Property Hermes 0+ 15% 8% Turnover was in line
Unit Trust with expectations
UK Real | Schroders 0+ 15% 6% -
Turnover was in line
Estate Fund with expectations
(SREF) P
Partners TWIM 10% 3% Turnover was in line
Fund with expectations
LDI BlackRock n/a 26% Turnover only occurs
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create adverse impacts that could expose the company to legal, regulatory, and
operational risks and jeopardize their long-term success.

Item 3: BlackRock VXSSRUIHG PDQDJHPHQIfV 6D\ RQ 3D\ SURSRVDI DV they did not have

FRQFHUQV DERXIl $PD]RQIV H[HFXILYH FRPSHQVDILRQ SKWRVRSK\ SDUILFXIDUN LQ ILIKW RI WKH
firs

- 13 -
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Item 3: Re-elect Gao Tongging as a hon-executive director

Item 7: Re-elect Deng Shiji as an independent non-executive director and authorize the
board to determine his remuneration

Company management recommendation: For (both items)
How the manager voted: BlackRock voted against Item 3 and Item 7

Rationale: BlackRock voted against the re-election of the two incumbent directors on China
7RZHUV 1RPLQDILRQ &RPPLINHH ZKRP IIKH\ EHIIHYH VKRXIG EH KHIG DFFRXQIDE(H IRU IKH (DFN RI
gender diversity on the board.

Company: Samsung Electronics Co., Ltd. BlackRock
iShares

Meeting date: 16 March 2022 Emerging
Markets

Company summary: 6DPVXQJ ((HFIIRQLFV &R /IG  6DPVXQJ LV 6RXIK . RUHDIV IDUJIHWY Equity

FRPSDQ\ LQ PDUNHIl FDSWDI]DILRQ DQG RQH RI IKH ZRUWG{V IDUIHVI PDQXIDFIXUHU RI HIHFIURQLFV DQG
computer peripherals. Headquartered in Suwon, South Korea, Samsung delivers products and
services through three main business divisions: consumer electronics, information technology
and mobile communications, and device solutions. The company employs more than 260,000
people and has a presence in 74 countries.

Resolution: Item 2: Election of Directors
Company management recommendation: For
How the manager voted: For

Rationale: %IDFNSRFN YRIHG IRU IKH SURSRVHG GLUHFIRU HIHFILRQYV EDVHG RQ #KH FRPSDQ\V
indication that it is in its final review stage of a revised climate strategy, anG RQ %IDFNSRFNV
expectation that it will be announced in the months to come.

Company: Rio Tinto plc Fulcrum DAR

Meeting date: 27 March 2022

Management resolution: Approval of Climate Action Plan
How the manager voted: For

Rationale: Glass Lewis have certain reservations concerning proposals that request
shareholders approve or disapprove a company's climate strategy. However, having reviewed
the circumstances at the Company, they believed that shareholder support for this proposal was
warranted. Additionally, the Company provides information concerning its response if the vote
receives significant opposition. Namely, the Company states that if the "resolution receives less
than 50% in favour, it would hold specific discussions with shareholders and seek information
from them about why they did not support the proposed CAP, inform all shareholders about the
results of that process and announce its intended measures aimed at taking them into account.
Fulcrum agree with Glass Lewis's rationale to encourage such engagement with all shareholders
and hence support their proposal to vote for the proposal.

- 14 -
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Company: Alphabet Inc Fulcrum DAR

Meeting date: 30 May 2022

Resolution: Shareholder Proposal Regarding Report on Board Diversity

How the manager voted: Against

Rationale: Glass Lewis are unconvinced that adoption of this proposal would necessarily lead to

a more diverse or inclusive board. The Company has adopted a number of policies and has

provided leading-class disclosure concerning its diversity considerations and the diversity of its

board, as indicated by its "Exemplary" diversity policy and disclosure assessment. Further, the

Company leads or has roughly commensurate levels of diversity on its board relative to its

peers. Fulcrum agree with their recommendation and have voted AGAINST the proposal.

Company: Royal Bank Of Canada Fulcrum DAR

Meeting date: 31 March 2022

Resolution: Shareholder Proposal Regarding Say on Climate

How the manager voted: For

Rationale: While Glass Lewis believes that shareholders should clearly communicate to boards

that they require comprehensive climate reporting, they are concerned regarding the provisions

of the proposal and therefore recommended that Fulcrum vote against the proposal. However,

Fulcrum agree with the proponent's perspective and the conclusions set out in the

Intergovernmental Panel on Climate Change, therefore voted for the proposal.

Company: Microsoft Corporation TWIM
Partners

Meeting date: 30 November 2021

Management resolution: Report on Effectiveness of Workplace Sexual Harassment Policies

How the manager voted: For

Rationale: For shareholder resolution, against management recommendation. Shareholder

proposal promotes appropriate accountability or incentivisation, and proposal promotes

transparency

Company: Cigna corp TWIM
Partners

Meeting date: 27 April 2022

Management resolution: Report on gender pay gap
How the manager voted: For

Rationale: TWIM VXSSRUI GLVFIRVXUH RI GDID IR DVVHVV &LJQD{V JHQGHU SD\ JDS RQ D UDZ DQG
DGIXVWHG EDVLV ZKIFK ZL00 SRVULYH\ VXSSRUI &L.JQD{V JIRED) UHFUXLWIPHQI DQG KXPDQ UHVRXUFHV
efforts.

- 15 -
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Company: Meta Platforms, Inc.

Meeting date: 25 May 2022

Management resolution: Report on Child Sexual Exploitation Online

How the manager voted: For

Rationale: For shareholder resolution, against management recommendation / Shareholder
proposal promotes better management of ESG opportunities and risks:

- 16 -
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Furthermore, the TWIM Partners Fund achieves the majority of its public equity exposure via
the Towers Watson Global Equity Focus Fund (GEFF), where it has appointed EOS at
Federated Hermes (EOS) to provide corporate engagement and voting recommendation
services to enhance the efforts of the underlying managers. EOS directly engages with the
underlying companies of the fund. EOS measures and monitors progress on all engagement,
setting clear objectives and specific milestones for the most intensive engagements.

Defined Contribution Section

As all investments are held within pooled funds which are made available via a bundled platform
with Aviva, the key area of activity during the Scheme year was to consider how to monitor the
LQYHVIPHQI PD

- 17 -
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BlackRock 24,198 (98% of BlackRock does not follow any
Emerging eligible votes) VIQJIH SUR[\ UHVHDUFK WPV YRILQJ
Markets recommendations, though they

On the resolutions

Fund subscribe to two research firms.

voted on: Their voting and engagement
e 11% of votes analysis is determined by several
were against NH\ LQSXIV [QFIXGLQJ D FRPSDQ\{V
management own disclosures, and record of past
engagements.
3% were
abstained
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THE CITY AND GUILDS (1966) PENSION SCHEME
CHAIRMAN'S DC GOVERNANCE STATEMENT
YEAR ENDED 30 SEPTEMBER 2022

Aviva
Investors Information not available from provider at time of drafting
UK Equity
Index Fund*

Aviva
Investors
Developed
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e 18% of votes
were against
management

e <1% were
abstained

year. Aviva Investors can override Mitsubishi Electric 0.58%
these recommendations to consider | Corporation * voted
other factors including additional against resolution to
context provided in the ISS standard | Elect Director Kei
research and other internal and Uruma.

external research considerations.

This vote was selected as the governance issues
identified are potentially material to the
investment case.

BlackRock
World ESG
Insights
Equity*

Information not available from provider at time of drafting
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