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The Co-operative Pension Scheme (Pace) (“the Scheme”) 

Implementation Statement 

21 September 2020 

Background 

In 2019, the government published the Occupational Pension Schemes (Investment and Disclosure) 

(Amendment) Regulations 2019.  

These regulations introduced new requirements for pension schemes like Pace, setting out the policies 

they need to explicitly include in their Statement of Investment Principles (the document that governs 

the way the Scheme’s assets are invested). In particular, by 1 October 2020 the Statement of 

Investment Principles (or “SIP”) needs to include the Trustee’s policies in relation to its arrangements 

with the asset managers that invest Pace’s assets on behalf of the Trustee. 

This expanded legislation which was introduced in 2018 required schemes’ SIPs to include (from 1 

October 2019) the Trustee’s policies on how it takes account of Environmental, Social and Corporate 

Governance (“ESG”) considerations when setting investment strategy, and how it exercises voting 

rights in, and undertakes engagement activities with, those they invest in. 

In addition, the 2018 and 2019 regulations introduced a requirement for Pace to produce a statement 

setting out (among other things) how the Trustee has followed the SIP over the year, and in particular 

how it has implemented its policies on the exercise of voting rights attaching to its investments and 

engagement activities. This document is intended to meet those requirements, and will be included 

in the Scheme’s Report and Accounts and published on the Scheme’s website. 

The Trustee’s review of the SIP over the year 

The Trustee maintains Statements of Investment Principles for the two sections of Pace (the Co-op 

Section and the Co-operative Bank Section), each of which set out the investment principles for both 

Defined Benefit (DB) and Defined Contribution (DC) benefits. The two SIPs are reviewed at least 

annually and following any significant changes in investment policy. 

The Co-op Section SIP was reviewed in early 2019 and updated in April 2019 to formally incorporate 

the Trustee’s consideration of Environmental, Social and Corporate Governance issues (and 

specifically consideration of climate risk) when determining investment strategy for both DB and DC 

investments (reflecting Pace’s existing Responsible Investment Policy – see below). The SIP was 

subsequently updated in April 2020 to reflect changes to the investment strategy agreed as part of 

the implementation of two pensioner buy-ins in February and March, and again in August 2020 

following a third bulk annuity transaction implemented in May 2020. The latest version of the SIP was 

agreed in September 2020 to reflect the new legislative requirements requiring trustees to explain 

their policies on how they monitor their asset managers. The current version of the Co-op Section SIP 

is available on Pace’s website, via https://coop.pacepensions.co.uk/useful-information/pace-

investments/. 

The Co-operative Bank Section SIP was also updated in April 2019 to incorporate the Trustee’s 

consideration of Environmental, Social and Corporate Governance issues (and specifically 

consideration of climate risk) when determining investment strategy, and in August 2020 to reflect 

changes to the investment strategy agreed as part of the implementation of a pensioner buy-in 

implemented in April 2020. The latest version of the SIP was agreed in September 2020 to reflect the 

new legislative requirements requiring trustees to explain their policies on how they monitor their 
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asset managers. The current version of the Co-operative Bank Section SIP is available on Pace’s 

website, via https://bank.pacepensions.co.uk/useful-information/pace-investments/.  

How have the policies in the SIP been followed over the year? 

In the opinion of the Trustee, the SIP has been followed throughout the year for both the Co-op and 

Bank Sections. 

The Trustee’s policies for choosing and realising investments, and the kinds of investments to be 

held 

The SIPs for both the Co-op and Bank Sections set out the Trustee’s policies for choosing investments 

- specifically by identifying appropriate objectives which reflect each Section’s risk and return 

requirements, and then constructing a portfolio of investments to meet these objectives for DB 

investments, or identifying a suitable range of options for members of the DC Section. 

In considering these objectives and selecting investments, the Trustee obtains and considers written 

advice from a regulated investment adviser. One change was made to the investment strategy for the 

DB Section over the year, with the Trustee entering into insurance policies with Aviva and Pension 

Insurance Corporation, two UK insurers, to match the pension payments due to some of the members 

of the Co-op Section; in addition, as discussed below changes were made in June 2019 to the funds 

available to members in the DC Section. In each case, formal advice was provided to the Trustee by 

regulated investment advisers prior to the change, confirming the suitability of the investments for 

the purposes of Section 36 of the Pensions Act 1995. 

The investment managers have discretion in the timing of realisation of investments, and this has 

continued over the year. 

In addition, the Trustee reviews the asset allocation for the DB Sections on a quarterly basis, and is 

comfortable that over the year the investments held were in line with the respective SIPs. 

The Trustee’s policies on managing and measuring risk, and expected returns 

DB Sections 

For the DB Sections, the Trustee’s investment objective is to target an expected return of 

around 0.8% p.a. (net of fees) above gilts to support the approach used to value the Co-op 

Section’s liabilities, and around 0.5% p.a. (net of fees) above gilts for the Bank Section; this 

approach was determined following professional advice and considering the Trustee (and the 

sponsors’) risk tolerance. Over the year, the Trustee monitored the expected return on assets 

on a quarterly basis and considered rebalancing where appropriate (in particular following the 

purchase of bulk annuity policies in early 2020).  

DC Sections 

For the DC Sections of both the Co-op and Bank Sections of Pace, the Trustee’s objective is to 

make available to members a programme of investment, via pooled funds, which seeks to 

generate income and capital growth and which, together with new contributions from 

members and the Scheme’s employers will provide a fund at retirement with which to provide 

an income in retirement. In particular, the default arrangement aims to grow member 

contributions ahead of inflation over a member’s working life, reducing absolute fund 

volatility as the member approaches retirement. It is designed to be appropriate for members 

who want to take all of their account as a lump sum on retirement. The default strategy was 
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reviewed in 2019 and the Trustee’s conclusion was that the target remained appropriate given 

the Sections’ membership profiles, but that a higher return component should be considered 

for younger members. This is expected to be implemented later in 2020.  

The Trustee’s policies on ESG considerations 

The Trustee is committed to achieving these investment objectives in a way that takes into account 

broader environmental, social and corporate governance concerns. The Trustee believes that as both 

DB and DC pensions are long-term investments, this is important, and it would also like the Scheme’s 

approach to responsible investment to reflect the views of Pace members as far as reasonably 

possible, and to be consistent with the values of Pace’s sponsors, and their members and colleagues.  

As a result, Pace has developed a Responsible Investment policy covering both DB and DC investments 

(and both the Co-op and Co-operative Bank Sections of Pace). The policy was developed with input 

from the Co-op and the Co-operative Bank, and having considered feedback collected via a survey of 

current employees of the Co-op. 

The Responsible Investment Policy is available on the Scheme’s website (along with an annual report 

detailing how Pace has implemented the policy over the year), via 

https://coop.pacepensions.co.uk/useful-information/pace-investments/ and 

https://bank.pacepensions.co.uk/useful-information/pace-investments/. 

The Responsible Investment policy should be read in conjunction with, and as if it formed part of, this 

implementation statement. 

The Trustee’s policies on the exercise of voting rights and undertaking engagement activities 

The Trustee’s specific policies on engagement are common to the Co-op and Bank Section SIPs and 

are summarised below, together with the Trustee’s assessment of how and the extent to which these 

policies have been implemented over the scheme year to April 2020: 

Policy Assessment (applicable for both Co-op and Co-
operative Bank Sections of Pace) 

The Trustee gives its investment managers full 
discretion to evaluate ESG factors and engage 
with companies. The Trustee also encourages its 
investment managers to adopt best practices in 
these areas and to act in the best interests of 
Scheme members. The Trustee recognises that 
where investments are held in pooled funds, it 
may not be possible to instruct the manager to 
follow a separate voting policy or to exercise 
votes. 
 

The DB Section applies explicit exclusion lists 
where possible to prevent investment in 
companies that manufacture or distribute 
controversial weapons, or those in the oil, gas or 
mining industries that have poor environmental 
records, or in government bonds from countries 
with poor human rights records. 
 
Members’ pension pots in the DC Section are 
invested entirely in pooled investment funds 
alongside other investors, and the Trustee does 
not therefore directly invest in underlying 
companies or have the ability to engage directly 
with these companies, although further detail 
on the approach taken by Legal & General 
(“L&G”) to exercise voting rights is set out in the 
section below this table. 
 
The default option currently invests in the Pace 
Growth (Mixed) Fund, switching into a cash fund 
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as members approach their expected retirement 
date. Following a review in 2018/19, the Trustee 
and the sponsors decided to invest 100% of the 
Pace Growth (Mixed) Fund in the L&G Future 
World Multi-Asset Fund, which the Trustee and 
the sponsors believe is better aligned with their 
shared values. This fund “tilts” investments 
towards companies that have higher 
governance standards, and aims to achieve 
positive social and environmental impacts, 
including companies which are less carbon-
intensive or earn green revenue; it also excludes 
investment in coal miners, and companies 
involved in the manufacture or distribution of 
controversial weapons (companies on the 
“Future World Protection List”). 
 
L&G also applies its “Climate Impact Pledge” to 
the fund – each year they engage with the 
largest companies across the world identified as 
key to meeting global climate change goals to 
help improve their strategies, and commit to 
disinvesting from companies that fail to 
demonstrate sufficient action. 
 

The Trustee may, from time to time, raise specific 
ESG issues with investment managers and seek a 
response. 
 

Ad hoc queries have been raised throughout the 
year through the Co-op Pensions Department 
(for example, in early 2020 to understand in 
more detail Insight Investment’s rationale for 
disinvesting from a specific holding in the 
automotive sector for corporate governance 
reasons, and implications for holdings in the rest 
of the sector - the Trustee was satisfied that 
Insight’s rationale for its disinvestment was 
consistent with the Trustee’s policies). 
 

Investment Managers are asked to report to the 
Manager Monitoring and Implementation 
Committee and the Trustee on the issue of 
responsible investment. 
 

The Trustee has directly or through the Co-op 
Pensions Department’s Manager Monitoring 
and Implementation Committee met with each 
of the Scheme’s managers throughout the year 
as part of a rolling program, and ESG factors and 
engagement with investee companies are 
discussed at each meeting to understand the 
managers’ approaches to incorporating ESG 
considerations in the initial selection of 
investments (and any disinvestments or sales), 
and areas of engagement as well as 
developments over the year. 
 
In particular, L&G report on their compliance 
with their engagement policies annually, via 



5 

 

their Active Ownership Report, with the 2019 
report having been published in April 2020. This 
will be reviewed later in 2020 by the DC 
Committee alongside L&G’s 2020 update on 
their Climate Impact Pledge. 
 

In addition, the Manager Monitoring and 
Implementation Committee and the Trustee 
monitor how each manager is incorporating ESG 
issues into investment decisions and, where 
relevant, exercising their approach to 
stewardship. 
 

As well as receiving reporting at meetings on 
ESG considerations when making investment 
decisions or disinvesting, the Trustee receives 
reporting from its investment consultants 
integrated into the Scheme’s quarterly 
performance monitoring on its researchers’ 
assessment of the integration of ESG 
considerations into each manager’s investment 
processes and their stewardship practices. 
 

The Trustee considers how ESG and stewardship 
are integrated within investment processes in 
appointing new managers, and all existing 
managers are expected to have policies in these 
areas. Within the Defined Contribution section, 
the Trustee offers an ethical equity fund, the 
Pace Growth (Ethical Shares) fund, and also 
considers ESG factors as part of the Scheme’s 
process for selecting and retaining investment 
options. 
 

No new asset managers were appointed over 
the year, although the Trustee’s assessment of 
the strength of L&G’s ESG processes were a 
driving consideration in the switch to L&G’s 
Future World Multi-Asset fund for the default 
investment option for the DC Section in mid 
2019.  

In each of these areas, the Trustee is comfortable that it has implemented the policies it intended to 

over the year. In the coming year, the Trustee plans to enhance its processes further by carrying out 

a formal and more detailed review of L&G’s voting record for the DC Sections; this will be included on 

the DC Committee’s business plan for 2020/21. 

Exercise of voting rights  

Following changes to reduce risk in its investment strategy in late 2017, the DB Sections of Pace no 

longer invest in company shares (either directly or through pooled funds) and therefore do not hold 

investments with attaching voting rights. 

The DC Sections offer options for investment to members which do include exposure to shares (either 

through equity funds or the multi-asset fund). The Trustee does not directly exercise voting rights as 

these investments are through pooled funds with many other investors. Voting rights are exercised by 

L&G using ISS’s ProxyExchange electronic voting platform, although voting decisions are retained by 

L&G and strategic decisions are made by L&G’s Corporate Governance Team in accordance with their 

governance policies for each region.  

L&G disclose their voting records on their website at the end of each month, including summaries of 

their positions for significant shareholder votes. L&G apply a consistent voting policy across shares 

held through pooled funds, whether in the multi-asset fund or equity funds. 

A significant vote to highlight over the year was the successful shareholder resolution put forward by 

L&G and other major shareholders at BP’s May 2019 AGM calling on it to explain how its strategy is 

consistent with the Paris Agreement on climate change. 


