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The Scheme’s Responsible Investment policy
Principles

The Trustees believe that with ownership comes responsibility and they are committed to
exercising their influence and control to promote the long term sustainability of the Scheme’s
Investments. The Trustees believe that its Environmental, Social and Corporate Governance strategy
has an important role to play in safeguarding and enhancing the long term value of the Scheme's
assets.

The Trustees are committed to taking appropriate advice on these matters and will seek to
collaborate with other pension funds and investors in order to achieve the greatest impact and to
make the best use of resources.

Shareholder voting and Engagement with companies

The Trustees have appointed Hermes Equity Ownership Services (EOS) to vote at company
meetings on behalf of the Trustees. EOS also engages with companies on governance, ethical and
environmental considerations. EOS is expected to exercise votes in accordance with the EOS'’s
Responsible Ownership Principles and such higher standards as agreed with the Trustees, unless
they believe that doing so would not be in the best financial interests of the Scheme. EOS is
expected to develop policies on socially, ethically and environmentally responsible investing and to
encourage these practices in the course of engagements where these will enhance or protect
companies’ long-term prospects.

In addition to engagement at the company level, EOS works on the Scheme’s behalf to engage with
public, industry and regulatory bodies in the various markets in which the Scheme invests to
promote better practices.

The Trustees have delegated responsibility to the Scheme's investment managers to take account of
the social, environmental and ethical considerations in the selection, retention and realisation of
individual investments so far as such considerations will affect the prospects or performance of the
companies in which they invest for the Scheme.

The Trustees believe change is better influenced through ownership and engagement and have
chosen not to impose their own ethical values on the Scheme’s investments when it comes to the
purchase and sale of individual securities. They do not oblige the Scheme's investment managers to
invest in or exclude investments for solely ethical reasons.

Affiliations

The Trustees have signed up to the UK Stewardship code The Scheme's disclosure statement in
respect to the stewardship code can be found here.

Trustees have signed up to the UNEP Finance Initiative Principles for Responsible Investment
(UNPRI). These are available by visiting their website. Each year an audit is carried out on each
member of the UNPRI in order to provide a measure of how well each is doing in respect of
implementing the Principles for Responsible Investment. You can see the results here.

The Scheme is also a member of the Institutional Investors Group on Climate Change (IIGCC) and
has signed up to their investor statement. You can get a copy of the statement by visiting
their website.


http://downloads.bbc.co.uk/mypension/en/disclosures_re_stewardship_codes.pdf
http://www.unpri.org/about-pri/the-six-principles/
http://downloads.bbc.co.uk/mypension/en/pri_2011.pdf
http://www.iigcc.org/publications/publication/2014-global-investor-statement-on-climate-change
yasunori-itaya
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You can also view the Scheme's individual voting record here and the BBC voting and engagement
report 2015 here

The Stewardship disclosure statement.

Disclosure statement in relation to the stewardship code

The purpose of this document is to articulate the BBC Pension Scheme’s compliance with the code.
The Trustees acknowledges the role of the Scheme as an asset owner under the Stewardship Code
and therefore seeks to hold to account its fund managers and service providers in respect of their

commitments to the Code.

How we discharge our stewardship responsibilities

The Scheme has, since 2006, appointed Hermes Equity Ownership Services (EOS) to assist in
carrying out its fiduciary responsibilities as a long term shareholder. As a result it believes through
oversight of its shareholdings it carries a high standard of stewardship on behalf of the beneficiaries
of the scheme.

EOS has assembled a team which is expert in corporate engagement to carry forward this work on
an international basis. Its aim is to bring about positive long-term change at companies through a
focussed and value-oriented approach.

Engagements undertaken by Hermes EOS on behalf of the Scheme are guided by the Hermes
Responsible Ownership Principles

(http://www.hermes.co.uk/files/pdfs/The Hermes Ownership_Principles.pdf)

The Scheme is not normally willing to be made an insider through its dialogue with companies.
However, EOS may be willing to become an insider, on the Scheme’s behalf, in order to foster a
positive working relationship with an individual company and to build trust. In such circumstances,
the relevant information will not be passed to the Scheme until after it is no longer inside
information.

Engagements may become more or less intensive over time and will be escalated according to the
nature and severity of concerns. On a quarterly basis, the internal investment team considers, on
behalf of the Trustees, a “controversial” companies report highlighting the Scheme’s largest
exposures which are considered as being in violation of UN Global Compact guidelines. Additional
insight into the nature of those violations is provided to the Trustees as well as a milestone progress
report on engagement with the company on those guideline violations.

Where appropriate the Scheme will engage in a dialogue with its investment managers on
company-specific engagements with a view to sharing information and monitoring the Scheme’s
largest positions.

Besides engagement on an individual company level, the Scheme also works to establish effective
regulatory regimes in the various markets in which it invests to encourage governance structures
that facilitate accountability of companies to their owners, give companies the certainty they need to
plan for the future and to level the playing field to ensure companies are not disadvantaged for
prioritising long-term profitability.


https://www.hermes-investment.com/stewardship/voting-disclosure-bbc/
http://downloads.bbc.co.uk/mypension/en/hermes_annual_report_2015.pdf
http://www.hermes.co.uk/files/pdfs/The_Hermes_Ownership_Principles.pdf

Policy on collective engagement

The Scheme is committed to the benefits of collective shareholder engagement and by appointing
EOS, the Trustee is signalling its commitment to the potential benefits of collective shareholder
engagement. EOS pools together institutional investors’ resources to create an engagement service
which increases the likelihood of protecting and enhancing shareholder value. In addition, EOS
participates in many national, regional and global organisations as a way of enhancing its
effectiveness by working collaboratively with other institutions. Among these are: the United
Nations Principles for Responsible Investment and its Clearinghouse for engagements (as well as a
number of more localised UNPRI initiatives); the International Corporate Governance Network; the
Asian Corporate Governance Association; the Canadian Coalition for Good Governance; Eumedion
in the Netherlands; and the NAPF Stewardship Advisory Group. EOS seeks to work with these
organisations and also alongside other individual institutional investors to effect change most
efficiently.

The Scheme has signed up to the UNEP Finance Initiative Principles for Responsible Investment and
is also a member of the Institutional Investors Group on Climate Change (IIGCC) and has signed up
to their investor statement.

Voting

Working through Hermes EOS, the Scheme is able to ensure that virtually all of its direct holdings
are voted consistently, across its portfolios.

Voting decisions are based on a thorough analysis of publicly available information and always take
account of a company’s individual circumstances. Hermes EOS informs companies where it has
concerns and seeks a resolution prior to taking the decision to vote against a resolution. In this way,
it uses the Scheme’s votes as a lever for positive change at companies.

The Scheme is not actively participating in stock-lending equities that are under its direct control
atthough stock-lending may occur in the Scheme’s pooled find investments

Reporting

We are pleased to disclose our historic voting decisions on our website. We disclose these
quarterly in arrears so that we are transparent and accountable and dialogue between Hermes EOS
and companies in our portfolios is not compromised. The voting record can be found on:
http://www.hermes.co.uk/bbc/index.htm

Assurance

EOS obtains an AAF 01/06 assurance on an annual basis and makes this available each year to the
Trustees.”

The Trustee reports to the members annually on their stewardship policy and its execution in the
Report and Accounts. This statement is reviewed annually and updated as appropriate.

June 2016


http://www.hermes.co.uk/bbc/index.htm

BAPIML Statement of Application of the Stewardship Code
22nd July 2016

The Financial Reporting Council’s (FRC) UK Stewardship Code (the Code) was published in
2010 with the purpose of improving engagement between institutional investors and companies
and to enhance the long term returns to shareholders. The Stewardship Code principles were
taken from the pre-existing Institutional Shareholders Committee Code which we follow, with a
small number of amendments. The PLSA endorsed the Stewardship Code and encouraged its
widespread adoption.

The Stewardship Code provides a “comply or explain” code for institutional investors. Those
institutions wishing to apply the Stewardship Code should inform the FRC of their intention to
do so, have a statement on their website including a description of how the principles of the
Code have been applied, and an explanation if elements of the Code have not been adhered to.
The Code should be reviewed annually and any changes should be notified to the FRC.

In December 2015 the FRC wrote to all signatories informing them of their intention to
publically rank the quality of reporting to the Stewardship Code. BAPIML has considered the
suggestions in the FRC initial assessment report and have amended the Statement of
Application of the Stewardship Code accordingly for 2016.

The following describes how BAPIML fulfil Trustee requirements to comply with the
Stewardship Code.

Principle 1

Institutional investors should publicly disclose their policy on how they will discharge
their stewardship responsibilities.

BAPIML fulfil Trustee requirements on Corporate Governance (CG) and Socially
Responsible Investment (SRI) by monitoring investee companies through the
Institutional Shareholder Service (ISS) research service which incorporate the views of
the Pensions and Lifetime Savings Association Policy and Voting Guidelines alongside
global market practices, the Financial Reporting Council's (FRC) UK Corporate
Governance Code and Stewardship Code. Where BAPIML follow an alternative form of
action from the suggested guidelines, abstain or vote against an investee company it is
recorded in the voting report, which accompanies each investment committee meeting.
The governance of alternative asset classes, property and private equity are monitored
and managed by the respective internal Fund Managers consistent with this approach,
where practical. A dedicated responsible investment team supports the internal Fund
Managers in their monitoring and integration of stewardship requirements into their
active investment process. Fund Managers monitor investee companies on governance,
environmental and social issues. Topics monitored include; remuneration, independence
of the board, disclosure of environmental practices, carbon emissions and human capital
management.

Principle 2

Institutional investors should have an effective policy on managing conflicts of
interest in relation to stewardship and this policy should be publicly disclosed.

BAPIML are an in-house fund manager and therefore would not experience the conflict
issues of an external manager. BAPIML do not invest in the Scheme's corporate
sponsor. The management of conflicts arising in corporate governance is embedded
within the conflicts management policies of the firm. As with all regulated firms



BAPIML has clear policies which address the identification, management and disclosure
of conflicts of interest covering: close relationships, inducements and behaviour which
might be considered to give rise to an allegation of market abuse. Any potential
occurrence is discussed with the Compliance Officer.

Principle 3
Institutional investors should monitor their investee companies.

The Management Trustees consider all aspects of corporate governance are adhered to
through use of the PLSA CG policy guidelines and the ISS voting recommendations and
research provider. Through the Scheme’s Custodian Trustee, British Airways Pension
Trustees Limited (BAPTL), the Trustees receive vote activity reports from BAPIML
followed by an annual report on the corporate governance and SRI programmes. If
BAPIML follow an alternative form of action from the suggested guidelines a clear
explanation is given. Where there is an issue with an investee company BAPIML enter
into dialogue whenever practical with the company before making an informed decision.

Communication with companies, on corporate governance and SRI issues are recorded
for UK and International investee companies, and are available internally. When
engaging with investee companies or brokerage firms BAPIML prefer to be informed at
the start of a meeting of any potential risk of becoming an insider, to enable Fund
Managers to “opt-out” if necessary.

Principle 4

Institutional investors should establish clear guidelines on when and how they will
escalate their stewardship.

BAPIML have engaged with investee companies on a wide range of topics, the most
common of these would be remuneration. In addition BAPIML engage on human rights
issues and climate risk, particularly on the disclosure of carbon emissions data. BAPIML
are most likely to engage where a Fund Manager has voted contrary to management at a
corporate meeting or as a result of a high profile campaign causing reputational damage.
When BAPIML engage on issues with an investee company they will generally speak
with the company secretary or investor relations via telephone or e-mail, and, if not
satisfied, a letter is sent to the appropriate member of the board. If an adequate
explanation is not forthcoming then BAPIML will request a meeting with senior
management. In extreme circumstances, if the issue with the company is not resolved
and is deemed detrimental to the Fund, a decision to divest from the company may be
taken.

Principle 5

Institutional investors should be willing to act collectively with other investors where
appropriate.

BAPIML may consider engaging collectively when the subject is in the best interest of
the Fund, where the Fund Manager’s direct engagement has failed or the issue is causing
reputational damage. Issues BAPIML have collaborated on in the past have been on
remuneration, in particular; excessive increases to base salary or incentives and lack of
clawback provisions. BAPIML has also collaborated on climate change risks and
disclosure and human rights issues. Collaboration with likeminded institutions has
proved valuable in securing meetings with investee companies in particular where the
Scheme has a small holding. All parties attending combined investor and company
meetings sign a term of reference which contains notes on objectives, an agenda for the



meeting, a memorandum of understanding, conflicts of interests and insider information.
BAPIML attend case committee meetings held by the PLSA where relevant and work
informally with committees and pension funds. BAPIML are signatories to the Carbon
Disclosure Project. Invitations to participate in collaborative initiatives are to be
directed to Angela Sanders at BAPIML.

Principle 6

Institutional investors should have a clear policy on voting and disclosure of voting
activity.

The Trustees have a clear policy on voting within the Statement of Investment Principles
which is reviewed annually. BAPIML uses the PLSA Corporate Governance Guidelines
which are incorporated into the ISS research and voting recommendations. BAPIML has
on many occasions disagreed with both the PLSA and ISS. When BAPIML vote contrary
to management or against guidelines, an explanation is placed on the report and
wherever practical communication takes place with the company, either before or after
the event, and is recorded on file. The Trustees disclose their policy, annual findings of
the UK and International Corporate Governance & SRI programmes and BAPIML global
voting activity on the member website.

BAPIML operate a stock recall process for voting purposes and has discretion over the
stock lending programme for voting.  Stocks may be restricted from the lending
programme, recalled on demand, particularly where there are contentious agenda issues
or market manipulation of the share price, and are recalled automatically for selected
markets. A decision to vote full entitlements by the Fund Manager may be influenced
by favourable income levels from stock ‘on loan’.

Principle 7

Institutional investors should report periodically on their stewardship and voting
activities.

BAPIML regularly produce a report containing votes for, against and abstained for all
holdings on a global basis to the Trustees and report back annually to the Investment
Committee on all other aspects of CG and SRI. An independent internal audit is carried
out on CG activities within BAPIML and is available on request to members.

This statement of compliance was reviewed and amended in July 2016 by Angela Sanders, CG
& SRI Specialist, BAPIML





