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Introductory Statement
This is the Hampshire Pension Fund’s sixth submission under the UK stewardship code. It is produced to show scheme members the approach that the Pension Fund is taking to Responsible Investment (RI) and to demonstrate the importance of RI in the Fund’s governance and decision-making processes. Over the longer term, the Fund believes that RI considerations will protect and enhance long term investment return. This statement outlines how the Pension Fund complies with the principles of the UK Stewardship Code and highlights actions that have been taken throughout the year as a responsible asset owner. 
2025 Key Highlights
In 2025, the Pension Fund Panel and Board (PFPB) carried out an extensive survey asking Pension Fund scheme members and employers for their views on and awareness of the Hampshire Pension Fund’s approach to Responsible Investment (RI). The response rate was very positive at 6,149 responses. This compared with 701 responses when the Pension Fund last consulted on its RI Policy in 2022. The survey showed that action to tackle climate change remained the priority RI factor for most respondents. This shows that the Pension Fund’s focus on climate change as its highest priority RI risk is matched as a priority for the majority of Pension Fund scheme members.  Respondents also identified slavery and child labour as being a key concern, and the Hampshire Pension Fund will pursue this issue as a key engagement priority going forward.
The Pension Fund has added additional officer capacity to support its RI activities, which enabled an increase in our oversight of the RI impacts of our investments and engagement with investment managers. One example of this is that we were able to confirm that all of our investment managers are excluding controversial weapons, as defined by MSCI Inc. Further examples of the outcomes of our additional engagement can be found throughout this report. 
During 2025, the Pension Fund also enhanced its commitment to positive impact investment by making several investments supporting a lower-carbon economy. This included an increase in its timberland investments, as it works towards achieving a 2.5% strategic allocation to timberland. In addition, during the year it agreed a £75m allocation to social and affordable housing in the Hampshire and South-East England area. 
The Pension Fund’s current pooling partner, ACCESS, was not approved under the Government’s ‘Fit for the Future ‘ consultation. This meant that the Pension Fund has had to find a new pooling partner.  The PFPB has been pleased to confirm that the Hampshire Pension Fund will join the LGPS Central (LGPSC) pool by 1 April 2026. One of the key considerations that was taken into account in choosing to join LGPSC is that their RI beliefs closely align with those of the Hampshire Pension Fund. Going forward, the Pension Fund will continue to work with LGPSC to ensure that its RI priority areas of climate and slavery and child labour, are reflected within LGPSC’s investment decision making and engagement. 
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[bookmark: _Hlk221527454]A. Describe your organisation, your investment beliefs, your Scheme Members and how that informs your approach to stewardship
Organisation and Members
The Hampshire Pension Fund is part of the Local Government Pension Scheme (LGPS). Its mission is to provide an efficient and effective pension scheme for all employees and pensioners of all eligible employers in Hampshire, in accordance with the requirements of the legislation for the LGPS. The LGPS is a statutory defined benefit scheme. 
The Hampshire Pension Fund is one of the largest LGPS funds in the country with over 400 participating employers and a fund valued at over £10 billion (31 March 2025). It is focused on long term investing and is open to new scheme members who meet the criteria outlined below.
Hampshire Pension Fund scheme members include people who work(ed) for Hampshire County Council, district, borough and city councils in Hampshire as well as a whole range of other organisations such as schools, academies, colleges, town and parish councils and charities who have applied to be part of the Fund. As at 31 March 2025, there were over 212,000 members in the scheme, as follows.
	Type of Member
	

	Pensioners
	58,277

	Deferred Members
	92,084

	Active Contributors (not yet receiving a pension)
	61,842



The average pension paid in 2024/25 was £5,552. The average age of retirement was 62 years.
The majority of the employer bodies whose staff are scheme members of the Pension Fund have strong covenants due to their status as public sector bodies. This means that the Pension Fund is able to take a long-term view when making investment decisions, helping the Pension Fund to achieve its investment aims. These aims include managing employers’ liabilities to achieve long-term solvency by ensuring that 100% of liabilities can be met over the long term, but without creating volatility in primary contribution rates for employers (and therefore taxpayers) or taking excessive investment risk outside of reasonable risk parameters.
The Pension Fund is hosted and administered by Hampshire County Council, but all investments are made through external investment managers who have the relevant skills and expertise required to achieve the best outcomes for scheme members.
The Pension Fund reports the allocation, investment value and performance in its Annual Report and Accounts for scheme members, which can be accessed here. The following table summarises the strategic and actual allocation by investment type for the year ending 31 March 2025.
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Investment Beliefs
The Pension Fund has defined the following investment beliefs that inform its approach to 
stewardship and demonstrate the importance that it attaches to Responsible Investment.


	Investment Beliefs
	Implications for Stewardship

	The Panel and Board will take an appropriate level of risk  
	There is a need to take risk to ensure the sustainability of the Fund whilst also continuing to be affordable to employers and members. However, the level and type of risk must be aligned with long term objectives.
Environmental, social and governance (ESG) factors can increase the risk of an investment. The Fund views the impact of climate change as a key risk to the Fund and has, therefore, agreed to work towards divesting from fossil fuels. 

	Alternative investments provide diversification
	Alternative investments not only help to diversify the portfolio, reducing volatility, but they have also provided an opportunity enabling the Fund to make more sustainable investments.

	Market inefficiencies will provide opportunities to add value over time
	Allowing specialist external investment managers the flexibility to take investment decisions which  take advantage of market opportunities whilst taking into account the impact of RI.

	Active management can add value
	Active managers are carefully selected and monitored against all performance activity, including ESG related risks and issues.

	Passive management has a role to play in the Fund’s structure
	Combining low cost passively managed investments alongside active management can have cost benefits and reduce relative volatility. ESG factors are also incorporated into investment performance monitoring and managers are expected to engage with companies about RI related issues, as appropriate.  
The Pension Fund recognises the additional challenges for stewardship of passive investments, which is why it has chosen not to invest in Emerging Markets passively.

	RI is important to the Panel and Board and can have a material impact on the long-term performance of its investments
	Environmental Social and Governance (ESG) issues can impact returns meaning the Panel and Board needs to be aware of and monitor financially material ESG-related risks.

	Clear and well-defined objectives are essential to achieve future success

	Clear objectives provide focus in achieving the PF’s aims of generating sufficient returns and understanding potential risks. The PF believes that RI factors  can have a significant impact on risk and this is taken into account in decision making. The PF’s specified aim of achieving net zero by 2050 at the latest demonstrates that RI factors are included within the PF’s objectives.

	Strategic asset allocation is a key determinant of risk and return

	Being invested across a range of assets presents different stewardship challenges, which the PF monitors through its investment managers. Exposure to different asset classes also presents a opportunity, such as being able to target impact and sustainable investments in private markets.

	Funding and investment strategy are linked
	Funding feeds into investment strategy decisions and the PF aims to increase its allocation to sustainable investments. 

	Long term investing provides opportunities for enhancing returns
	Investing over the long term means that the Fund can take advantage of opportunities in long-term sustainability trends, as well as benefit from engagement activities with companies in which the Fund is invested.




Organisational Values
As the Administering Authority, a number of Hampshire County Council’s visions and values[footnoteRef:2] are reflected in the culture and values of the Pension Fund, in particular: [2:  https://extra.hants.gov.uk/employee/policy-guidance/valuing-performance/vision-and-values] 

· 
· integrity and respect – is integral to the Pension Fund’s internal operations and the activities undertaken by the Fund’s suppliers and the companies the Fund invests in. The Pension Fund expects its dealings with its staff, scheme members (customers) and the public, to all be undertaken with integrity and respect, and would expect all the companies it invests in to be working to the same standards.
· professionalism – is a core value for the team that manages the Hampshire Pension Fund in all aspects of its responsibilities; administering scheme member benefits, managing the Fund’s investments and the overall governance of the Fund. Similarly, it is a key expectation for the suppliers and investment managers that the Fund chooses to work with.
· making a difference – the Pension Fund embraces the opportunity that being an asset owner offers for it to make a difference, both in the investments that are chosen and the stewardship and engagement that influences the way that investee companies behave. It is our belief that RI enhances the stewardship of our assets.
· continuous improvement – reflects the Pension Fund’s recognition that it can always improve and this is no more true than in regard to its work on RI. Through the work of the Pension Fund’s RI Sub-Committee, collaboration with its pooling partner, use of specialist advisors and commitment to various industry standards (including the Stewardship Code) the Fund looks to identify areas for improvement.
Our approach to Stewardship
As set out in its RI policy, the Pension Fund’s approach to RI and the stewardship function, includes consideration of the Principles for Responsible Investment (PRI), a set of six principles that provide a global standard for responsible investing as it relates to ESG. The PRI provides the following examples of ESG factors:
· environmental - climate change including physical risk and transition risk, resource depletion including water, waste and pollution, deforestation
· social - working conditions including slavery and child labour, local communities, including indigenous communities, conflict, health and safety (including health inequalities), employee relations and diversity
· governance - executive pay, bribery and corruption, political or religious lobbying and donations, board diversity and structure, unjustifiable tax strategy
The Pension Fund believes all the issues highlighted as ESG factors above are important and need to be appropriately managed. Hampshire has aligned its RI priorities to those of the ACCESS pool to maximise both its impact in achieving these priorities and reporting to scheme members and employers. In the future Hampshire will discuss its RI priorities with its partners in LGPSC. Having RI priorities does not diminish the importance of issues that are not mentioned or does not mean that these will not receive attention, and Hampshire is following best practice in setting priorities to give focus to its ESG work. 
Environmental factors
Climate change 
Climate change risk is aligned with the Task Force on Climate-related Financial Disclosures recommendations, which covers: 
· climate governance, 
· strategy,
· risk management and 
· metrics and targets. 
Areas of focus within climate change include: 
· transition risks (that arise from the shift to a lower carbon economy), 
· physical risks (the impact on business operations due to potential damage and financial loss from climate-related hazards like extreme weather events) 
· a focus on renewable energy. 
Just transition 
Hampshire seeks a “just transition to a low carbon economy that ensures fair treatment for employees and communities that would otherwise bear the brunt of industrial change.”
Social factors 
Human rights, including 
· modern slavery, 
· child labour and 
· treatment of local communities. 
Labour practices, including 
· good employment relations, 
· health and safety at work, 
· human capital management and 
· training. 
Governance 
Good governance 
Aligned with the UK Corporate Governance Code, which notes that effective and entrepreneurial leadership is critical to the long-term success of a company and sustainable returns for investors. Good governance covers: 
· appropriate board structure to ensure internal controls and challenge,
· diverse board membership to avoid groupthink, 
· the skills mix required for a board to be effective and 
· adequate director independence to protect the interests of minority shareholders (such as pension funds in public equities). 
Part of good governance is also ensuring executive remuneration is not excessive, supports the long-term success of the company, rewards performance and is aligned with the interests of shareholders
The Pension Fund’s RI policy sets out by asset class how it expects its investment managers to integrate RI and stewardship into their investment decisions as follows. The same approach is adopted regardless of the geography of the asset itself:
Passive investment managers 
The Pension Fund accepts that in making investments through an index, passive managers are often unable to actively take ESG factors into account in deciding to hold an investment. However, the Pension Fund does expect its passive investment managers to act in the best interests of the Pension Fund to enhance the long-term value of investments and support and encourage sound practices in the boardroom. As such the Pension Fund expects its passive investment managers to engage with companies within the index on areas of concern related to ESG issues and to also exercise voting rights particularly with regard to ESG factors, in a manner that will most favourably impact the economic value of the investments.
The Pension Fund recognises in that passive investment can have limitations in implementing best practice responsible investment and stewardship, in particular not always having the ability to disinvest as an ultimate sanction for a company that is felt to have fallen short of the required standards. For this reason, in March 2023 the Pension Fund Panel and Board agreed to switch the Fund’s holding in passive emerging markets to an active investment manager that had been selected by the ACCESS portfolio with a very strong responsible investment and stewardship track record.
Quantitative investment managers 
The Pension Fund will only utilise a quantitative investment manager if, having taken advice, it was appropriate for implementing the Fund’s investment strategy and following a thorough assessment of the investment manager and their quantitative model, including the extent to which it can account for ESG factors. Similar to passive investment management, the Pension Fund accepts that a quantitative investment manager may not be able to make stock specific judgements on ESG issues and therefore may not be able to take all ESG factors into account in their investment decisions. However, the Fund still requires the same level of engagement and exercise of voting rights (as described above) as with all other investment managers. 
Active investment managers 
The Pension Fund delegates responsibility for making individual investment decisions (non-passive) to its active investment managers. In delivering their service to the Pension Fund, the Fund requires its active investment managers to pro-actively consider how all relevant factors, including ESG factors, will influence the long-term value of each investment. To ensure that ESG factors are considered in investment decisions, the Pension Fund uses the following framework of questions, which it requires its investment managers to be able to answer and uses these as a basis to scrutinise them. 
For each investment has the investment manager assessed and concluded that the overall expected long-term financial return is mitigated from the risk of: 
· detrimental social impacts or increasing health inequalities from the company’s products/services, such as armaments or tobacco.
· negatively contributing to Climate Change or other environmental issues, such as pollution and the use of plastic.
· the impacts of Climate Change.
· poor corporate governance, systems of control and inadequate transparency.
· a senior management pay structure that is biased towards managers making short-term decisions that aren’t in the company’s and investors long-term interests.
· the detrimental treatment of the company’s workforce or workers in the company’s supply chain on issues such as health and safety, gender equality and pay.
· dangerous business strategies, such as the creation of monopolies, that may expose the company or wider economy to unacceptable risk.
· any outcome damaging to human rights.
· reputational damage to the company, the Pension Fund in relation to its beneficiaries, Hampshire residents, or the general principles of the UK Corporate Governance Code; as a result of its approach to any ESG issue.
If the PFPB do not receive satisfactory responses to these questions they may undertake further engagement with investment managers (and possibly directly with investments) and/or consider directing the investment manager to not invest in the company/sector in question.
Closed-ended limited partnerships 
The Pension Fund requires that its investment managers integrate ESG considerations into their selection of these investments, which it believes will improve the long-term risk adjusted returns. Whilst the Pension Fund expects its investment managers to be able to influence the investment decisions of these partnerships, it accepts that once it has committed its investment it cannot control the investments that are made. 
Direct property 
The Pension Fund has made a strategic allocation to invest in UK commercial property, and therefore recognises that as a landlord it has an opportunity to affect to quality of the buildings that it owns. As part of the investment management contract that the Pension Fund has let for the discretionary management of its property portfolio, the Pension Fund expects its investment manager to consider improving the environmental impact of each of the properties it owns as part of the investment case for owning each property.
The Pension Fund has also agreed a £75m new investment allocation to social and affordable housing.

B. Describe how your resources enable effective stewardship
Hampshire County Council is the Administering Authority of the Pension Fund and has the statutory responsibility for the management of the Fund, including its responsible investment activities.
The County Council delegated responsibility for the management of the Pension Fund to the Joint Pension Fund Panel and Board that carries out a similar role to the trustees of a pension scheme and the members of the Panel and Board are the key decision makers for: 
· investment strategy, 
· monitoring investment activity and performance, through LGPSC from April 2026,
· overseeing administrative activities, and
· guidance to officers in exercising delegated powers. 


Hampshire Pension Fund governance arrangements diagram
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The Pension Fund Panel and Board has established a specific RI Sub-Committee to provide additional capacity for the consideration of the Pension Fund’s activities as a responsible investor and the views of scheme members and employers. The Pension Fund Panel and Board holds at least four formal meetings per year in addition to receiving briefings from each of its appointed investment managers at least once per year, which include updates on issues impacting on ESG. The RI Sub-Committee, which meets twice per year to provide greater capacity for stewardship activity and to enable additional scrutiny of investment managers.
The Director of Corporate Operations is the most senior officer responsible for the functions of the Pension Fund. The Director manages a team of officers in Hampshire County Council’s Pensions, Investments and Borrowing section that support the Pension Fund Panel and Board and deliver the day-to-day functions of the Pension Fund, including a dedicated responsible investment/stewardship role. The Director is also responsible for commissioning the necessary Advisory and Consultancy support for the Pension Fund Panel and Board, including specific responsible investment advice.
Until 31 March 2026, Hampshire is a member of the ACCESS pool comprising 11 LGPS local government administering authorities and was established in response to the UK government issuing its LGPS: Investment Reform Criteria and Guidance (2015). Hampshire’s own governance structure and the choice of joining the ACCESS pool and the way that ACCESS is governed are well reflected in ACCESS’s objectives, to:
· enable funds to execute their fiduciary responsibilities to LGPS stakeholders.
· provide a range of asset types necessary to enable funds to execute their locally decided investment strategies.
· enable funds to achieve the benefits of pooling and create the desired level of local decision-making and control.
The ACCESS pool is responsible for the appointment of the Fund’s investment managers through the pool’s Operator – Waystone (WS) for listed active investments and UBS for passive investments. 
From 1 April 2026, the Pension Fund will leave the ACCESS pool and join the LGPSC pool, whose responsible investment beliefs are well aligned with those of the Hampshire Pension Fund. The change of pooling partner is as a result of the Government’s LGPS Fit for the Future programme, and the Government’s direction that the ACCESS pool could not continue. Going forward, the LGPSC pool will be responsible for any new investments, together with the management of any legacy assets that were acquired through ACCESS.
Through the Panel and Board, its RI Sub-Committee and the Director of Corporate Operations and his officers, and the advisors, consultants and investment managers serving the Pension Fund there is sufficient resource and capacity to monitor and support stewardship activities. With the changes in pooling, from April 2026 LGPSC will be playing a major role in the stewardship of Hampshire’s investments through the pool.
To ensure that Pension Fund Panel and Board members have the required knowledge and skills to fulfil their role, they undertake an annual training programme based on requirements identified from CIPFA’s Knowledge and Skills framework. This includes training on RI. The Panel and Board as well as the Fund’s senior officers have received training from the UN PRI, IIGCC and specialist RI consultants, and attend various industry events where discussion of RI is a major feature such as conferences arranged by the Local Government Chronicle, SPS Conferences, Net Zero Investors, Pensions for Purpose, Institutional Investors Group on Climate Change (IIGCC), UNPRI, Local Authority Pension Fund Forum (LAPFF) and the Fund’s investment managers.
The Pension Fund Panel and Board approves a Business Plan and Budget each year that provides the appropriate resources; the officers responsible for the functions of the Pension Fund and the means to commission external specialist support, for the management of the Fund, including its responsible investment activities. Specialist advisors have been used, for example, to provide climate assessments in respect of the Fund’s investments. 
The Pension Fund’s in-house team includes four qualified accountants, (two of whom have over ten years of experience working for the Pension Fund), who deliver the Fund’s day-to-day stewardship work researching ESG issues, discussing these with investment managers, responding to questions from the Panel and Board members and scheme members, and producing the reports for these stakeholders. One accountant post has a primary focus on Responsible Investment and stewardship. 
The Pension Fund’s officers participate in continuous professional development (CPD) as part of the County Council’s staff performance management process. The Pension Fund’s officers take advantage of training opportunities provided by investment managers and other providers such as the LGPS Scheme Advisory Board (SAB), as well as the training provided to the Pension Fund Panel and Board. 
The County Council, responsible for the administration of the Pension Fund, has a corporate commitment to equality and diversity, and works to continue to build a workforce which reflects the diversity of the local community, encouraging applications from people of all ages, genders, sexual orientation and ethnic backgrounds. This is reflected in the team that delivers services for the Pension Fund. The Council’s commitment includes the support for specific role models, champions and support groups, and a zero-tolerance policy for Harassment, Discrimination, Bullying and Abuse.
The Pension Fund uses Microsoft‑based systems to support secure document management, data handling and reporting, and our IT infrastructure follows recognised best‑practice standards to ensure robust, reliable and well‑governed stewardship processes. The Fund also uses resources provided by the UNPRI, IIGCC, LAPFF, and the Transition Pathway Initiative (TPI) as well as benchmarking websites to identify those sectors and companies with the highest exposure to significant levels of ESG risk, including the World Benchmarking Alliance, the Global Slavery Index and the Business and Human Rights Resource Centre. The Fund also participates annually in the full PRI assessment report, using the resulting analysis to track its own stewardship progress and identify areas for future improvement. 



[bookmark: _Hlk188438893]C. Describe your stewardship policies and processes, and how you review them
The Pension Fund publishes its policies on an annual basis, many of which demonstrates its approach to stewardship. The latest policies are available here. The Pension Fund’s approach to stewardship is governed by its Responsible Investment Policy, which can be accessed here. The investment beliefs outlined in section A are fundamental to its investment strategy, as laid out in its Investment Strategy Statement. 
Responsible Investment Policy and Processes
The Pension Fund’s RI policy is based on the following:
· RI considerations are important, particularly over the longer term to both protect and enhance long-term investment return and maintain alignment to stakeholders’ values.
· RI considerations apply to all asset classes, but specific asset classes may require different management and implementation arrangements. 
· Responsible management of RI issues is a reputationally important issue.
· The Pension Fund expects the consideration of ESG factors to be incorporated into the portfolio construction process of all investments made by our investment managers.
· The Pension Fund views climate risk – and the issues which contribute to it – as a key risk to the Fund and of significant concern to all stakeholders (and understands that many have called this a Climate Emergency).
· As a result, the Pension Fund supports the objectives of the Paris Agreement and believes that keeping a global temperature rise this century to well below 2⁰C (which we take to be 1.5⁰C) relative to pre-industrial levels is entirely consistent with securing strong financial returns, which is its most prominent area of focus for RI.
· To address climate change there needs to be a transition to a low carbon economy, but that must be an orderly transition that seeks to manage the social and economic impacts on communities. This approach ensures that vulnerable communities are not disproportionately impacted by the transition to a low carbon economy and is referred to as a ‘Just Transition’. 
· Scheme members have identified the issues of slavery and child labour as important to them, and, therefore, the Pension Fund also focuses on engagement on this key area 
· The Pension Fund believes in the importance of engagement on ESG issues. However, choosing not to own an asset remains an option if the Pension Fund believes that ESG issues are not suitably addressed and that this would be supported by a significant majority of scheme members and employers.
· Exercising ownership rights through voting is an important plank of implementing this RI policy and this can be enhanced working collaboratively with other like-minded investors.
· The Pension Fund commits to the aim for its investments to have net-zero greenhouse gas emissions (which includes Scope 1, 2 and 3 emissions) by 2050 at the latest and has agreed to actively work towards divesting from fossil fuel investments.  
The Hampshire Pension Fund firmly believes reviewing policies and processes is crucial to the effective implementation of its RI activities. Regular reviews keep the Pension Fund up to date with regulations and best practice and ensure that its policies are consistent and effective. 
The Pension Fund’s business plan has explicit objectives related to its responsible investment approach that are evaluated and renewed each year. The Fund believes that this is in an appropriate interval to ensure its policy keeps up with any external changes such as changes in regulation or industry best practice and can reflect the current views of scheme members. The Pension Fund’s RI policy forms part of its Investment Strategy Statement (ISS) which is formally reviewed each year by the Pension Fund Panel and Board, which provides the assurance that policies are up-to-date and reflect the latest best practice.
Given the growing prominence and developments in RI, historically every two years, the Fund has sought an external review and input into its RI policies and it will considered how best to do this with LGPSC in the future in the new pooling environment. The Fund believes this is important to ensure an injection of fresh ideas, independent challenge and that it keeps pace with best practice. 
These external reviews have typically informed the most significant developments in our RI policy, with the major milestones set out below .
-----------------------------------------------------
Major milestones
Beginning in 2018, the Panel and Board formed a working group that took advice from Dr Rupert Younger - Chair of Oxford University’s Socially Responsible Investment Review of Council Committee. Following the agreement of the updated policy in 2019, a further external review was carried out in 2020 as part of the commissioning of the specialist external RI consultant Apex. Recommendations from Apex were accepted to make the RI policy more comprehensive and readable.
Following further review to reflect changes in expectations and attitudes towards RI, together with advice from an external consultant, the Pension Fund proposed significant amendments to its policy in 2022, including that:
· the Pension Fund supports the objectives of the Paris Agreement, and believes that keeping a global temperature rise this century to well below 2⁰C (which is taken to be no more than 1.5⁰C) relative to pre-industrial levels is entirely consistent with securing strong financial returns.
· to address Climate Change there needs to be a transition to a low carbon economy, but that must be an orderly transition that is inclusive and does not leave anyone behind – this is referred to as a ‘Just Transition’. 
· the Pension Fund commits to the aim for its investments to have net-zero greenhouse gas emissions (Scope 1, 2 and 3) by 2050 at the latest’.
In March 2024, as a reflection of Pension Fund scheme members’ views on climate change risk and frustration at the lack of progress in transition to a low-carbon economy from fossil fuel companies, the Panel and Board agreed to divest from fossil fuels. Following this, significant progress has been made to reduce those investments based on the following standard definitions of a fossil fuel company:
· Fossil Fuel Production: Companies that derive +10% of revenue from the extraction & production of fossil fuels (oil, gas & thermal coal).
· Fossil Fuel Ownership: Companies that own +10% of assets in fossil fuel reserves (coal, oil & natural gas).
· Fossil Fuel Activities: Companies that derive +10% of revenue from oil & gas related activities including distribution, retail, equipment and services, extraction and production, petrochemicals, pipelines and transportation, thermal coal mining.
During 2025, the Pension Fund also enhanced its commitment to positive impact investment by making several investments supporting a lower-carbon economy. This included an increase in its timberland investments, as it works towards achieving a 2.5% strategic allocation to timberland. In addition, during the year it agreed a £75m allocation to social and affordable housing in the Hampshire and South-East England area. 
------------------------------------------------------
In a small minority of cases where the Fund holds illiquid (such as private equity) fossil fuel investments, it has not immediately disposed of these investments since this will result in a poorer financial outcome for the Fund and its beneficiaries.
Fossil fuel companies still exist in investment indices and where the Pension Fund has chosen to invest in an index-tracking investments, it may still have exposure to fossil fuel companies. The Pension Fund continues to work with its investment managers on the options for index-tracking products that reduce their exposure to fossil fuel companies and/or follow 'Paris-aligned' objectives that reduce the overall carbon footprint of the investment.
It is important to note that Hampshire invests in partnership with other LGPS pension funds in its pool and therefore there must be collective agreement to changes in investment portfolios to exclude fossil fuels, which it is actively pursuing.
In addition to the feedback received on its Stewardship Code annual report the Pension Fund is a signatory to the UN PRI and annually reports on its Responsible Investment activity through the PRI’s reporting framework, which provides further feedback on the Fund’s effectiveness as a responsible investor.
In implementing the 2019 RI Policy the Pension Fund established an RI Sub-Committee that receives a report to each meeting on the investment managers’ engagement and voting activity, highlighting where the investment managers have voted against company management or how they have voted on shareholder motions. This report is part of the Sub-Committee’s published agenda and demonstrates the assurance that the Pension Fund is seeking for the stewardship activities undertaken on its behalf by the Fund’s investment managers.
The Pension Fund has prioritised engaging with scheme members and employers on RI. The RI sub-committee has specific actions in its Terms of Reference:
· to regularly review the Pension Fund’s Responsible Investment Policy (contained in its Investment Strategy Statement), and practices relating to it, to ensure that ESG issues are adequately reflected.
· to provide a forum for considering representations to change this Policy and/or the Pension Fund’s responsible investment practices relating to it.
· to engage in responsible stewardship with its investment managers and to provide a forum for the review and monitoring of investments in the context of the Policy.
· to receive any relevant training on ESG issues.
· to review investment managers’ company engagement and voting decisions and when necessary, engage directly and indirectly with investment managers (and where possible directly with companies the Pension Fund is invested in) to make representations concerning ESG as appropriate.
· to engage directly and indirectly with scheme members and employers to hear representations concerning ESG as appropriate.
· to report annually on the Pension Fund's Responsible Investment to demonstrate progress to the Pension Fund's stakeholders.
The RI Sub-Committee’s first Annual Report on RI was published in April 2020. Following feedback received, for the following years’ reports the Pension Fund commissioned the Council’s Communication and Marketing team to assist with the publication and improve the format and clarity of the report to make it more accessible to the Pension Fund’s scheme members.
The RI Sub-Committee has a key role in ensuring that stewardship reporting is fair, balanced and understandable. This responsibility falls initially on the Pension Fund’s officers in collating and challenging the stewardship reports that are received from the Fund’s investment managers. Examples of stewardship reporting are presented at each meeting of the RI Sub-Committee for their scrutiny and to test that the reporting is fair, balanced and understandable. Following feedback from specialist RI consultants the Fund commissioned, the Pension Fund’s stewardship reporting will consistently focus on investments with the highest ESG risk (as well as other pertinent examples) so it can better track progress and monitor effectiveness.
[bookmark: _Hlk216364850]Voting Policy and Processes
Hampshire Pension Fund has adopted the ACCESS pool’s voting policy, and was instrumental in its updating. The most recent policy was implemented in September 2024 and can be accessed here. This policy will continue to be followed for those legacy assets in which the Fund has been invested through the ACCESS pool once they are managed by LGPS Central from 1 April 2026.

Cyber Security Policy and Processes
Officers working for the Hampshire Pension Fund work within the parameters of Hampshire County Council’s Information Security Policy which focuses on protecting the information assets under the control of the organisation, ensuring that all members of staff are aware of their roles, responsibilities and accountability and fully comply with the relevant legislation as described in this and other Information Governance policies and describing the principles of security and explaining how they are implemented in the organisation. This policy is part of the Information Security Framework operated by Hampshire County Council. 
  


D. Describe how you manage conflicts of interest to put the best interests of Scheme Members first
The Pension Fund’s approach to conflicts of interest in relation to stewardship is part of its RI policy, as outlined below.
Conflicts of interest in relation to responsible investment and stewardship could arise when the ability to represent the interests of the Fund as a shareholder is hindered by other interests. These can arise within the Fund or within external service providers. Third party advisors and investment managers may perform roles other than those for which they are employed and to that extent conflicts may arise. The Pension Fund expects investment managers and advisors it employs to have effective policies addressing potential conflicts of interest, and for these to be publicly available on their respective websites. These are discussed prior to the appointment of a manager/advisor and reviewed as part of the standard monitoring process.
Pension Fund Panel and Board members may have other roles within or outside of the Administering Authority that may provide for conflicts unless they are identified and managed. An example may be the stewardship of any investment made by the Fund that could be a direct benefit to wider Council policy. As recommended by the Scheme Advisory Board, to manage and mitigate these potential conflicts the Panel and Board has agreed a Conflicts of Interest Policy; Panel and Board members are required to complete an annual declaration for the Fund and any conflicts are recorded in the Fund’s Conflicts register. 
This Conflicts of Interest policy is in addition to the Panel and Board members’ legal obligation to abide by the requirements of the Localism Act 2011 and Hampshire County Council’s Constitution. Hampshire County Council, as the Administering Authority of the Hampshire Pension Fund, requires all Panel and Board members and officers to declare any pecuniary or other registerable interests, including any that may affect the stewardship of the Fund’s investments. Details of the declared interests of Council members are maintained and monitored on a Register of Member Interests. These are published on the Council’s website under each member’s name and updated on a regular basis.
The Fund’s Conflicts of Interest Policy equally applies to officers taking decisions in relation to the Pension Fund and third parties providing advice and services to the Administering Authority in relation to the Pension Fund. 
Examples that are currently recorded on the conflicts register include:
· Panel and Board members who are trustees of voluntary organisations in Hampshire.
· pension fund officers who are school governors.
· pension fund officers who are members of the Trade Union Unison.
· the Pension Fund’s independent advisor also advises a number of other organisations including Pension Funds within LGPS Central.
All conflicts will be mitigated by individuals offering to remove themselves from any discussions or decisions where the Panel and Board feel they may have been conflicted. 
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The Pension Fund communicates and receives feedback from its stakeholders in a variety of ways including: 
· all key Fund policies are consulted on with key stakeholders and published on the website.
· pensioner, scheme member and employer newsletters.
· employer briefing and training sessions, including an Annual Employer Meeting.
· all Panel and Board and RI Sub-Committee meetings are open to the public and agenda papers are published.
· both the Panel and Board and RI Sub-Committee have employer and scheme member representation with full voting rights.
· responding to stakeholder investment related enquiries with the offering of a specific RI email address.
· a specific RI webpage that it keeps up to date with relevant information to explain the Pension Fund’s approach to RI including links to relevant policies and reports such as the Fund’s Stewardship Code report and Task Force on Climate-related Financial Disclosures (TCFD) report.
The Pension Fund’s RI webpage is the Fund’s format for publishing the full voting records of the Fund’s equity investment managers. The Pension Fund is invested in many companies through its investment managers meaning that voting records may not feel sufficiently accessible to some scheme members and voting and stewardship examples are therefore highlighted in the regular reports to the RI sub-committee. 
Responsible Investment Survey
The Pension Fund is keen to obtain the views of its scheme members and employers in respect of its approach to responsible investment. It, therefore, conducts an extensive RI survey every three years. 
The most recent survey closed on 30 June 2025, utilising advice from the County Council’s Engagement Team which ensured that it followed the Council’s best practice. The Fund’s approach to the consultation reflected a cost-effective attempt to reach the maximum scheme members and employers through the following actions: 
· The consultation was available on the Pension Fund’s website and was highlighted via a webpage banner for any scheme members logging onto the member portal.  
· All Hampshire Pension Fund pensioners, active and deferred scheme members (that Pension Services held email addresses for) were sent an email from the Director of Corporate Operations with a link to the consultation.  
· All of the Pension Fund’s employers were sent an email from the Director of Corporate Operations highlighting the consultation and asking them to respond and to share it with their staff. 
· The consultation was publicised Hampshire County Council’s staff intranet and included within a blog post from the Director of Corporate Operations. 
· The consultation was publicised on Hampshire’s School Communications site.
· The survey was promoted to Hampshire County Council staff through VIVA engage, (a corporate social media platform that connects employees across Hampshire County Council).
· The survey was designed to take each participant less than10 minutes to complete, using mainly closed ended questions and rating scales. Participants were able to provide further commentary where they chose to do so, but this was not compulsory.
The survey asked a number of questions to test whether the Fund’s approach to RI and, in particular, the steps that it has taken to reduce its exposure to climate change risk are widely known. It also asked participants about how important a number of ESG factors are to them and to identify their top ESG factor. 
The response rate was far higher than anticipated at 6,149 responses which represents 3% of Hampshire Pension Fund members. This compared with 701 responses (or less than 0.4% of members) when the Hampshire Pension Fund last consulted on its RI Policy in 2022. The chart below shows the breakdown of responses across the Fund’s membership groups and shows that most respondents were Hampshire Pension Fund pensioners.
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Key findings from the survey are highlighted below:
	Employers

	Hampshire Pension Fund employers were aware of the Fund’s RI Policy, but fewer than 40% knew about actions the Fund has taken to reduce its climate change risk, before taking the survey. Nevertheless, employers were very supportive of these actions, and of the Pension Fund’s approach to responsible investment.

	
	Slavery and child labour was seen as the most important factor to consider when making investment decisions, with action to tackle climate change ranked as the second most important ESG factor.




	Pension Fund scheme members

	Pension Fund scheme members had limited awareness of the RI information provided by the Hampshire Pension Fund or of the actions it has taken to date to reduce its exposure to risks from climate change.

	
	Respondents were generally supportive of the approach that the Pension Fund has taken on RI, recognising the importance of promoting best practice in RI.

	
	The majority of respondents agreed with the measures that have been put in place to date to mitigate the risk caused by climate change. 
Respondents who did not agree that climate change is the biggest ESG risk to the Hampshire Pension Fund have flagged: 
· war and global conflict, 
· political instability and leadership, 
· economic and market volatility, 
· cybersecurity and technology risks, and 
· governance and poor investment decisions 
as being of greater risk to the Hampshire Pension Fund. 
Key recurring themes from the responses provided by this group include climate change scepticism or denial, the belief that political and geopolitical risks are bigger threats, a general distrust in ESG and net zero policies, a belief that the UK has limited world impact on climate change, and a preference for financial returns over ethical goals.

	
	ESG factors as a whole are of importance to the vast majority of Hampshire Pension Fund scheme members who completed the survey. 
Concerns around slavery and child labour issues have been flagged as very important by 84% of respondents, which represents the highest graded individual factor (compared with 77% who agree that the level of financial return is very important to them). 
Public health issues and diversity, equity and inclusion are of the least importance to respondents (although to put this into context over 40% of people still think that these issues are very important). 

	
	Action to tackle climate change remained the priority ESG factor for most respondents. This shows that the Pension Fund’s focus on climate change as its highest priority ESG risk is a priority for the majority of Pension Fund scheme members, as reflected within the Fund’s existing RI policy.  
Respondents also identified slavery and child labour as being a key concern. Although these concerns are included within the the Fund’s existing RI policy the survey’s results have  led to officers asking its investment managers about the safeguards that they have introduced in order to mitigate against these risks.  



The table below summarises the RI priorities of pension fund members:-
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The Pension Fund records the engagement it receives from scheme members on RI matters. In meeting the RI sub-committee’s action ‘to engage directly and indirectly with scheme members and employers to hear representations concerning ESG as appropriate’ the communication that has been received is reported at each RI Sub-Committee. 
Prior to the 2022 revisions to the RI policy, the Pension Fund Panel and Board received a number of deputations on RI, in particular on the issue of setting net-zero emissions targets and dis-investing from fossil fuel companies. Following the consultation in 2022 and the changes to the Fund’s RI policy, a deputation to the Pension Fund Panel and Board commented positively ‘that the Pension Fund’s attitude toward Responsible Investment had transformed in the past five years and its approach is now consistent with current good practice in this area, putting Hampshire in the top tier of schemes in the country’. 
During 2025, the Pension Fund has received correspondence from scheme members about the ongoing conflict in Israel and Gaza and whether any of the companies that the Pension Fund invests in are linked to the conflict. The Fund has confirmed that it does have a very small exposure to companies whose products may potentially be used by the participants in this conflict (or other conflicts). However, the Fund does not have any exposure to controversial weapons. 
In the ongoing management and scrutiny of the Fund’s investments, officers have continued to reiterate to the investment managers the importance of RI considerations including the aim for companies to acknowledge the need to protect human rights and commit to improving their human rights policies, practices and disclosures.
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Principle 1: Signatories integrate stewardship and investment to deliver long-term sustainable value for Scheme Members
Stewardship activities are integral to the allocation, management and oversight of assets held by the Hampshire Pension Fund. In doing so, the Fund is able to ensure that its activities are aligned with its investment beliefs. 
Portfolio construction and allocation:
The Pension Fund Panel and Board has taken a number of decisions to improve the responsible investment characteristics of its investment portfolios, including:
· working with active equity and fixed income investment managers to agree targets to reduce the carbon emissions of portfolios relative to their respective targets. These actions are outlined in our TCFD report.
· working to actively divest from fossil fuel companies.
· agreeing with the Pension Fund’s passive investment manager to amend index-tracking portfolios to either ‘tilt’ towards lower carbon emissions or track lower carbon indices.
· deciding to amend its investment strategies to target over 30% of the Fund’s alternative investments to sustainable and impact investments by 2025/26.
· agreeing to allocate 2.5% of the Fund’s alternative investments to timberland, through ACCESS’ appointment of a global timberland investment manager following a review carried out by Apex Investment Advisory. This investment offers access to a real assets strategy that provides diversified exposure to core timberland assets around the word, whilst targeting a negative carbon footprint (one Sustainable Finance Disclosure Regulation (SFDR) Article 8 and one Article 9 fund) 
· in 2025, making an allocation of £75m to social and affordable housing in Hampshire and the South-East of England.
Investment Management and Oversight
All investment management activity is delegated to external investment managers. A significant part of the monitoring and discussion with the Fund’s investment managers focusses on how they have incorporated RI factors into investment decisions.
The Pension Fund requires its investment managers across all asset classes to report to them on a quarterly basis and meets with them regularly. RI is always on the agenda of these meetings, and officers are robust in questioning investment managers, following up any issues where necessary. 
The RI Sub-Committee provides the Pension Fund Panel and Board members responsible for managing the Pension Fund additional capacity for engaging with its investment managers and holding them to account, specifically on RI issues. Should the Panel and Board or the RI Sub-Committee feel that they have not received satisfactory responses from any of its investment managers, the Committees can invite the investment managers to further meetings to allow them the opportunity to present again and answer further questions until acceptable responses are received.
Investment managers often take the opportunity to provide written answers to Panel and Board member queries to give more assurance and enhance the robustness of the governance process. 
In addition, during 2025, the Panel and Board held a meeting and training session with its passive equity manager, which focused on how RI issues can be integrated and considered within passive investments. 
Voting activity is monitored for active and passive equity investment managers.  Engagement activity is monitored across listed equity (active and passive), private equity, private credit, credit and infrastructure asset classes. Routine written reports from investment managers on voting and engagement activity are received by the Pension Fund’s officers on a regular basis. 
In addition, each appointed investment manager reports annually to the Panel and Board including on their activity in these areas. At each of their meetings the RI Sub-Committee receives a report on the investment managers’ engagement and voting activity, highlighting where the investment managers have voted against company management or how they have voted on shareholder motions.
A significant proportion of the Pension Fund’s assets have transferred to the ACCESS pool and, as such, require the pool and its Operator to play an important role in the delivery of information to enable Hampshire to demonstrate good stewardship. As a member of an investment pool, Hampshire has a dual role both monitoring and scrutinising the output of stewardship information and exercising a view on how stewardship activities are delivered within the pool.
Details of the Fund’s RI priorities are reported to its investment managers as part of quarterly meetings with Pension Fund officers. 
In addition, the Fund has shown that it is keen to communicate these priorities by liaising directly with investment managers at specific RI meetings that it has set up with its active and passive equity managers. 
During 2025, the Fund participated in an investment manager’s RI priority setting meeting. In doing so, the Fund has been able to ensure that its priority areas (namely climate, slavery and child labour) are taken into account and considered as part of the investment manager’s RI priorities for the forthcoming year. 
The Fund’s priority areas have been influenced by consulting with Pension Fund scheme members and employers, most recently in May/June 2025.  As a result, they  have specified the areas that are of primary concern to them.





Principle 2 – Signatories identify and respond to market-wide and systemic risks to promote a well-functioning financial system
Risk is managed by setting investment beliefs, funding and investment objectives that are incorporated into the Fund’s asset allocation outlined in its Investment Strategy Statement (ISS). The ISS is reviewed annually, and a strategic review is undertaken after each triennial actuarial valuation of the Pension Fund.
The Pension Fund conducts a full risk assessment of its activities, which is reviewed twice a year by the Pension Fund Panel and Board, as part of the Fund’s Annual Report and in setting its Business Plan. The Risk Register includes risks to the Fund’s investments from market fluctuations, interest rates, currency, credit ,failure by its investment managers or custodian and ESG factors and climate change. Activities undertaken to identify and respond to market-wide and systemic risks include: 
· ongoing training of the Pension Fund Panel and Board in relation to potential risks.
· full triennial asset liability modelling which assesses exposures to market fluctuations, interest rates, currency and credit quality amongst others. In addition, from 2023 onwards, this has included scenario analysis of the impact of different potential global temperature rises.
· quarterly monitoring of market returns and risks and investment managers. This has included a review of the implications of ongoing geo-political tensions.
· regular engagement sessions with investment managers, including their stewardship and RI capabilities, to ensure they are managing the Fund’s exposure to ESG risks, including systemic risks such as climate change. This includes the monitoring of climate metrics to understand the Fund’s exposure to these risks through annual TCFD reporting. 
· working with its Pool provider to ensure that it also has a risk management strategy in place and that it is monitored and regularly assessed.
· through the Panel and Board working with both its independent advisor and its investment consultant, Hymans Robertson, in the identification and management of these risks, and, bi-annually, commissioning an RI Consultant to assess the Fund’s exposure to specific ESG risk, such as climate change.   
The Pension Fund’s foremost mitigation against market-wide and systemic risk is a well-diversified investment strategy. At each of its meetings the Panel and Board receives a report on the allocation of investments and can take action to address any variances. Therefore, it is important the Panel and Board receives the appropriate training and commissions advice to be able to select from and monitor a wide variety of investments. The Pension Fund commissions investment consultancy advice for its strategic asset allocation and as a point of escalation if it has any concern over the performance of an asset class or one of its investment managers.
Risks are scored on a five-point scale, with impacts measured for business, financial and reputational issues. The following summary takes key risks from the Pension Fund’s risk register covering market-wide and systemic risks and the actions that have been taken in the last year to manage these risks.
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	Employer covenant
	The Pension Fund’s Funding Strategy Statement reflects that most of the employers in the Fund have a degree of Central Government support. Where this is not the case, the Funding Strategy Statement sets out how this will be taken into account to manage the risk. 
The Employer Policy requires new employers to have a guarantor who would be called on in the event of an insolvency, and all charitable admission bodies now have a subsumption commitment from their associated local authority, which helps to reduce any exit debt.
The Administering Authority has a written policy on how it would exercise its discretion to defer pension contributions in exceptional circumstances.
The Fund’s officers and the actuary have responded to relevant market developments such as current economic challenges and the extent that this has damaged the covenant of any employers in the Fund and changes in the UK gilt yields that have impacted the affordability of contributions for higher risk employers.

	Investment market performance
	The Panel and Board has set a diversified asset allocation, based on specialist advice, which limits exposure to any one particular market.
The Fund contracts with specialist external investment managers and, as a general principle, aims to invest globally and set mandates for investment managers that give them as much freedom as possible, in order to manage risk as they see fit.
The Pension Fund’s officers continue to monitor the value of the Fund’s investments on a monthly basis, and these are reported to each quarterly meeting of the Pension Fund Panel and Board. Reports focus on both the investment performance of the Fund’s investment managers and the implementation of the Fund’s asset allocation. 
The Pension Fund’s officers and the Panel and Board have continued to engage with its investment managers, including through the ACCESS pool where relevant, to challenge and scrutinise investment managers. Discussions with investment managers focus on market-wide and systemic risks such as inflation, unemployment, interest rates, government intervention in markets and other drivers of market sentiment. 

	Funding Strategy
	At each triennial valuation and quarterly update, the Fund assesses its funding position and progress toward achieving/maintaining full funding.
On an exception basis the Pension Fund can take action to change the contributions required from employers or amend the Fund’s investment strategy. 
The Fund’s latest triennial valuation, as at 31 March 2025, was positive with the funding position remaining at over 100%.

	Investment Strategy
	An Asset Liability Study is undertaken on a triennial basis as part of reviewing the Fund's Investment Strategy.
The Funding Strategy and Investment Strategy are reviewed on at least an annual basis.
The Pension Fund aims for its investments to have net-zero green-house gas emissions by 2050 at the latest, as approved by the Panel and Board. 
The climate impact of new investments is considered as part of changes to the strategy, for example in 2024 the addition of timber investment was made principally for diversification but on a secondary basis has a positive climate impact.

	Regulatory Change
	The Pension Fund monitors regulations and correspondence from the Ministry of Housing, Communities and Local Government (MHCLG) and Local Government Association (LGA). Officers keep up to date through participation in various scheme and industry groups and collaboration with other funds. The Pension Fund makes use of its Independent Advisor and external consultants to keep abreast of changes. The Pension Fund Panel and Board receives reports on regulatory developments and applicable consultations as appropriate.
The Hampshire Pension Fund responds to and participates in consultations relating to regulatory change, where relevant. The most significant change for the Pension Fund is the ‘Local Government Pension Scheme (England and Wales): Fit for the Future’ consultation’, for which the Pension Fund has provided a full response.

	ESG Risk
	The Pension Fund has an RI Policy, which includes setting out how external investment managers are required to consider ESG factors in their investment decisions, and to exercise the Fund’s responsibility to vote on company resolutions. This includes any negative contributions to Climate Change and the overall risk from the impact of Climate Change.

The Pension Fund takes advice on the appointment and monitoring of its investment managers, which includes their ability to assess ESG issues and act as stewards of investments on the Pension Fund's behalf.

A significant amount of the Pension Fund’s attention has focused on the management of ESG risk, in particular the risk of climate change. Monitoring is undertaken through regular engagement with the Fund’s investment managers and is reported in a number of ways, including a stewardship report to each meeting of the Fund’s RI Sub-Committee and an annual RI update to the Fund’s scheme members. The Pension Fund continues to commission Global Real Estate Sustainability Benchmark (GRESB) benchmarking to measure the management of ESG for its direct property portfolio, which is used to prioritise investment in the property portfolio for the greatest ESG benefit. The Pension Fund has continued reporting its carbon emissions in line with the TCFD recommendations. 

	Climate Change
	The Pension Fund has business continuity procedures in place to enable the provision of service in a disaster situation. 
The Pension Fund has a diversified investment strategy to mitigate exposure to a single asset or event.
The Pension Fund monitors the carbon footprint of its investments and has a target that its investments should have net-zero greenhouse gas emissions by 2050 at the latest. The Fund has committed to investing a proportion of its non-listed investments in sustainable and impact investments, some of which are contributing to the transition to the low carbon economy.

	Technological Risk
	The Pension Fund recognises that it faces significant technological risks, primarily centred around cybersecurity threats, data management challenges, and the governance issues associated with new technologies like Artificial Intelligence (AI). 
Alongside climate change, cyber security risk has been highlighted as the greatest risk to the Fund and mitigations are set out in the cyber compliance statement that is reviewed annually.  
Hampshire County Council operates through a system of strong cyber controls in respect of the Pension Fund. This has the Pension Fund System, UPM, at the centre with its security and supplier assurance, protected by IT operational security, using management standards, processes and plans laid down by IT service management and IT governance and audit with robust policies. In addition, penetration Testing is undertaken 6-monthly by a specialist provider to identify vulnerabilities (from external access, internal access sources or by application). No key vulnerabilities were identified at the last test.
Pension Fund officers all undertake annual training on this issue (phishing and corporate acceptable use) and, in addition, are required to annually sign that they have read and understand the document that outlines the expectations of all staff in respect of cyber security and data handling.  The Panel and Board understands the Fund’s cyber footprint, receive internal audit’s opinion on controls and keep up to date with training on this key subject.





Escalation of Stewardship Activity in Response to Risk
Hampshire Pension Fund has escalated its engagement with investment managers where ESG risks are identified. During 2025, analysis and engagement has been undertaken in respect of armaments and investments linked to the conflict in Gaza, as outlined below. 
Following concerns raised by Pension Fund scheme members about funding companies with business activities linked to armaments, the Pension Fund undertook further work to ascertain the Pension Fund’s exposure to investments linked to controversial weapons. This has identified that the Hampshire Pension Fund has no exposure to weapons that are deemed to be controversial in nature, (that is, those weapons that have been subject to widespread bans or restrictions by international agreements). Controversial weapons in this definition, include cluster munitions, anti-personnel mines, biological and chemical weapons, as well as nuclear weapons which are produced for countries that have not signed the Treaty on Non-Proliferation of Nuclear Weapons.
The analysis highlighted the different approaches that were taken by the Pension Fund’s investment managers towards investments in controversial weapons. Most of the Fund’s investment managers operate firm-wide exclusion policies for certain types of controversial weapons However, two investment managers did not have such exclusion policies at the firm level. The Pension Fund has worked with these two investment managers to gain assurance that controversial weapons will not be included in Hampshire’s investments, including adding an exclusion policy for one of the portfolios.
The Pension Fund continues to have a small exposure to production of some non-controversial weapons and other industries that may be associated with global conflict, particularly through its passive equity investments. Officers continue to reiterate to the investment managers the importance of responsible investment considerations including the aim for companies to acknowledge the need to protect human rights and commit to improving their human rights policies, practices and disclosures.
The Pension Fund has worked with investment managers to address concerns raised by scheme members about exposure to investments linked to the conflict in Gaza. It has responded to these concerns, referencing its existing RI policy. 
At the current time the Pension Fund does not exclude investments in order to pursue boycotts, disinvestment and sanctions against foreign nations other than where formal legal sanctions and restrictions have been put in place by the UK Government. 
The Pension Fund’s RI policy has adopted an approach of engaging with companies to promote and encourage them to achieve better outcomes. It has, however, discussed investments linked to the conflict (as identified by the Palestine Solidarity Campaign (PSC)) with investment managers, questioning how the investment manager has considered the human rights risk (as part of their assessment of ESG risk) and what they have done to try to persuade the company to act differently, if appropriate. The outcome of this approach could ultimately lead to disinvestment from an individual company if it is considered that the ESG risk is too high or not being appropriately considered.
As examples of this issue, one investment manager confirmed how human rights themes were incorporated into its investment model. Officers questioned whether ESG concerns had been linked to decisions that had been taken to disinvest from three companies included on the PSC list. The investment manager confirmed that ESG concerns had been a contributory factor to the decision to sell these stocks. However, concerns were not related to  human rights, but around governance issues for two of the companies and employee satisfaction concerns for one. The Pension Fund will continue to work with the investment manager and stress the importance that it places on human rights as a key ESG concern to the Fund.  
The other investment manager has confirmed that the company have been actively reviewing their policies to ensure that they are fit for purpose. 
These examples represent the Fund’s actions in respect of an area of RI risk that was flagged in respect of a specific company in whom the Fund is invested. 
Over the next few pages further examples are provided which show the Hampshire Pension Fund escalating concerns in line with the Code’s principles. 

	Portfolio
	Investment Grade Credit – Fidelity via the ACCESS Pool

	Investment
	Global Financial Services Provider headquartered in the UK

	Summary of the Issue that led to Engagement
	Following concerns raised by Pension Fund scheme members, the Pension Fund has been liaising with investment managers about companies identified by the Palestinian Solidarity Campaign (PSC) as having an involvement in the conflict in Gaza. Its research states that the Company has provided financial services to companies supplying Israel with weapons and military technology. 

	What were the Engagement Objectives?
	To ascertain whether Fidelity had considered human rights risk as part of their overall assessment of ESG risk in respect of the Pension Fund’s investment in the Company.
To identify whether or not Fidelity had tried to persuade the Company to act differently, if appropriate.

	Who were the participants?
	Hampshire Pension Fund officers with Fidelity.

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	Fidelity confirmed that they have engaged with the Company twice in the last 12 months on ESG topics, but not around this subject matter. They have confirmed, however, that the Company has policies and procedures in place to assess material ESG risks, including with respect to human rights. As a result, they conduct due diligence on higher risk companies in the defence and security sector, escalating issues for review by subject matter experts, where appropriate. They also all have policies in respect of their exposures to the defence sector which include exclusions on certain categories of controversial weapons, namely financing the trade or manufacture of cluster munitions, chemical and biological weapons, and landmines. It also excludes direct financing of the manufacture of or trade in nuclear weapons.

	How has the dialogue progressed?
	Fidelity has confirmed that in March 2024, the Company was one of the sponsoring banks for sovereign bonds issued by Israel. The stated use of proceeds from the sale of the bonds were general purposes of the state, including potentially refinancing of domestic and external indebtedness (and there was no specific link to financing war efforts). Fidelity has also confirmed that this does not reach the threshold of an international norms breach and does not warrant an exclusion from the fund. The Company has also stated publicly that it does not invest in companies that supply weapons used by Israel in Gaza.

	What was the outcome of the engagement?
	Fidelity have stated that their own sustainable investment framework excludes companies which are involved in the manufacture and distribution of controversial weapons, and also exclude issuers on the basis of norm-based screens which include human rights considerations. The Company do not fail any of these screens.



	Portfolio
	Passive Global Equities – UBS via the ACCESS Pool

	Investment
	Barrick Mining Corporation

	Summary of the Issue that led to Engagement
	The Pension Fund liaised with UBS AM after ACCESS identified that Barrick Mining Corporation had been flagged under human rights screening by MSCI Inc. This screening identified allegations of assault by mine security and state police following violent conflicts with host communities purportedly over forced evictions, and illegal mining resulting in casualties and death.

	What were the Engagement Objectives?
	To identify whether UBS had taken any action in respect of these concerns, how any engagements had progressed and whether UBS were satisfied that concerns were being addressed by the company.

	Who were the participants?
	UBS AM

	Was this a collaborative engagement?
	No - although the issue was flagged through our pooling partners.

	Have engagements escalated during the reporting period?
	No. This was an initial engagement on the topic following identification of the issue through screening by ACCESS.

	How has the dialogue progressed?
	As part of its controversy research and engagement programme, UBS AM confirmed that their direct engagement regarding the Porgera mine has been with Zijin Mining, which owns 50% of the operation of Barrick Mining. UBS has raised concerns about serious human rights allegations at the site, including security-related abuses and sexual violence. In response, Zijin has outlined several corrective actions taken by Barrick Gold, the lead operator, such as joining the Voluntary Principles on Security and Human Rights, conducting independent investigations, terminating implicated staff, and establishing a remedy framework for victims. 

	What was the outcome of the engagement?
	UBS continues to monitor these developments and maintains an active dialogue with Zijin to ensure that these measures are implemented effectively. While progress has been made, UBS’s engagement is ongoing, and the company remains focused on ensuring that concerns are addressed satisfactorily by all parties involved. The Hampshire Pension Fund will keep the issue under review.



	Portfolio
	Active Global Equities – Baillie Gifford via the ACCESS Pool

	Investment
	A large-cap growth company within the Consumer Discretionary sector

	Summary of the Issue that led to Engagement
	Hampshire Pension Fund officers contacted Baillie Gifford (BG) about the company’s involvement in the conflict in Gaza following concerns raised by Pension Fund scheme members and the PSC, who flagged the company as being complicit in the ongoing conflict.

	What were the Engagement Objectives?
	To identify the company’s involvement in the conflict in Gaza.
To provide assurances that the company has undertaken appropriate due diligence checks to ensure that human rights have not been violated within the conflict zone.
To obtain BG’s view of the appropriateness of continuing to hold the investment, or whether it should be a candidate for dis-investment, given the issues raised.

	Who were the participants?
	Officers from the Hampshire Pension Fund and Baillie Gifford.

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	In September 2025, BG confirmed that they had raised concerns with the Company around transparency, contract safeguards, and the potential use of technologies in activities that carry heightened human rights risks. They requested a discussion on this topic with the company but were turned down. BG reassured the Pension Fund that the issue remained an engagement priority, and that they were considering how best to take it forward. 
The Hampshire Pension Fund asked for an update on the position, given the concern that had been raised by scheme members. BG confirmed that they had met the Company's head of ESG engagement and ESG engagement specialist in late October to discuss employee working conditions, unionisation and freedom of association, and supply chain labour standards. BG also sought more information about the Company’s involvement in the conflict zone within the context of human rights commitments, paying particular reference to a cloud computing contract that they hold with the Israeli government.  

	How has the dialogue progressed?
	During 2025, BG continued their ongoing engagement with the company on a range of ESG topics, including climate, employee health and safety and supply chain labour. They also followed up with the company on allegations relating to its cloud contract with the Israeli government. Over the course of their long-term investment in the company, they have always found it to be open and forthcoming to engage on sustainability-related areas, and BG were therefore disappointed that the Company was unwilling to provide additional information beyond confirming that the contract was covered by its acceptable use policy.

	What was the outcome of the engagement?
	BG will continue to raise this issue with the company. More broadly, it highlights the need for clearer disclosure on the Company’s policies and practices to manage downstream risks arising from how its products and services are used by customers, including government clients operating in conflict-affected or high-risk contexts. They will encourage the Company to strengthen and disclose its approach to heightened, context-specific human rights due diligence for contracts in such settings, including how potential risks to affected communities are identified, mitigated, and escalated where services could be used in ways that could contribute to harm.



	[bookmark: _Hlk213076518]Portfolio
	Active Global Equities – Investment Managers 

	Investment
	United States Consumer Discretionary company

	Summary of the Issue that led to Engagement
	The Pension Fund was aware that the Company were one of the businesses identified by the Office of the United Nations High Commissioner for Human Rights (OHCHR) involved in activities linked to Jewish settlements in the Israeli-occupied West Bank. Pension Fund officers engaged with their investment managers at face to face and on-line meetings about the Fund’s investment in this particular company.

	What were the Engagement Objectives?
	To identify the investment manager’s views of the ESG risk associated with the investment in the Company.
To identify what investment managers were doing to influence the Company in respect of this issue, if appropriate. 

	Who were the participants?
	Officers from the Hampshire Pension Fund and investment managers in their quarterly progress meetings.

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	Investment managers have engaged with the Company on the topic of Human Rights Due Diligence. One investment manager confirmed that their engagement began in November 2024 and has since been closed. Early in the dialogue, the Company published a comprehensive human rights policy aligned with international standards, outlining heightened due diligence obligations for properties located in conflict affected regions. It strengthened its internal governance by appointing a dedicated Human Rights Officer responsible for operationalising these commitments. 

	How has the dialogue progressed?
	In 2025, Pension Fund officers asked investment managers for a recent update on their engagement with the Company, focussing on tangible changes that the Company had made.  

	What was the outcome of the engagement?
	Investment managers confirmed that during conference calls with senior legal and sustainability leadership, they assessed progress on policy integration, enhanced due diligence, reporting practices, and remediation processes. The Company described ongoing improvements, including a risk ranking model assessing listings based on safety, security, and regional conflict dynamics, initially focused on Israel and Palestine but designed for broader scalability. It also implemented customer facing transparency measures such as warning banners for activities in conflict affected territories. Engagement objectives related to policy commitment were met with positive progress, and although investment managers have now closed the case, the Company demonstrated openness to continued dialogue and refinement of its due diligence framework. Pension Fund officers will continue to keep this issue, under review, requesting updates as required.


	Portfolio
	Active Global Equities – Acadian via the ACCESS Pool

	Investment
	Bank Leumi Le-Israel

	Summary of the Issue that led to Engagement
	The Pension Fund asked Acadian about the list of companies in which the Hampshire Pension Fund are/were invested that had been flagged by the PSC as having an involvement in the conflict in Gaza. One of these companies was Bank Leumi Le Israel which was subsequently sold by Acadian.

	What were the Engagement Objectives?
	To confirm how human rights risks, (especially those linked to the conflict), have been reflected within Acadian’s assessment of the company.
To confirm whether Acadian had engaged with the company on this issue.
To confirm why the stocks above were sold, whether ESG considerations had any impact on the decision to sell these stocks, and if so, what ESG issues were considered material.

	Who were the participants?
	Acadian 

	Was this a collaborative engagement?
	No 

	Have engagements escalated during the reporting period?
	Conversations are ongoing between the Pension Fund and investment managers about investments linked to the conflict in Gaza.

	How has the dialogue progressed?
	Acadian outlined how considerations on human rights are  integrated into its portfolio analysis, providing examples of the metrics that are built into their model. They confirmed, however, that they had not undertaken any engagement around this issue with any of the companies flagged by the PSC. 
Acadian were able to confirm that ESG factors did contribute to the decision to sell this stock, particularly in respect of governance where there was a negative signal for the company in respect of management tenure and contributed to it being sold.  

	What was the outcome of the engagement?
	The Pension Fund will continue to work with the investment manager and stress the importance that it places on human rights as a key ESG concern to the Fund





Principle 3 – Signatories engage to maintain or enhance the value of assets
Investment management is delegated to external investment managers who are instructed to work in a consistent and transparent manner with companies they are invested in to ensure they achieve the best possible outcomes for the Pension Fund. In so doing, they are expected to include forward-looking ESG standards in their assessment of a company’s market performance, as set out in the Fund’s RI Policy. This includes climate risk and managers are required to be mindful of the Fund’s commitment to a net zero green-house gas emissions by 2050 at the latest. RI risks are identified and monitored through an engagement programme with investment managers. The Pension Fund: 
· includes market performance, responsible investment and stewardship on the agenda for every meeting with its investment managers and in every briefing provided to the Pension Fund Panel and Board on the performance of investment managers.
· is actively engaging and liaising with LGPSC to ensure that the pool’s approach to RI is robust and in accordance with our RI priority areas.
· has access to the Local Authority Pension Fund Forum (LAPFF) through the ACCESS pool and regularly attends quarterly meetings as an observer.
· expect investment managers to engage with companies in relation to business sustainability, climate risks and the Pension Fund’s RI priorities.
· assesses investment managers’ portfolios in relation to financial performance and sustainability, climate risk, human rights risk and other ESG factors and against the Fund’s agreed TCFD climate risk metrics
The Fund participates in collaborative engagement in a number of ways, including: 
Appointed investment managers 
The Pension Fund’s investment managers are able to decide if collaboration with other investors will benefit the engagement activities they carry out on the Fund’s behalf. In addition, they can pool their assets across all clients when engaging with underlying companies (e.g. this is very relevant for the Fund’s index tracking equity manager, UBS, in terms of influence). They also collaborate with other organisations through organisations such as Climate Action 100+ (CA100+). 
Membership of specific RI groups
The Hampshire Pension Fund is a member/supporter of the following organisations which provide a platform for investors to advocate for responsible investment and good stewardship:
· Principles for Responsible Investment (PRI)
· Institutional Investors Group on Climate Change (IIGCC)
· Transition Pathway Initiative (TPI)
· Just Transition
· Pensions for Purpose
The ACCESS pool
Hampshire was one of the eleven participating funds in the ACCESS Pool from 2016 to 2025. All partner funds have been committed to working collaboratively including in the areas of stewardship and manager engagement. The partner funds have agreed voting guidelines which all investment managers under pool governance are expected to take into consideration when voting on behalf of the funds on a comply and explain basis. The funds also collaborate on RI activities through the adoption of ACCESS specific RI guidelines. 
Hampshire has been an active representative of RI within the ACCESS pool and was a leading advocate of ACCESS’s work for the pool to join the UK Stewardship Code.
Membership of the Local Authority Pension Fund Forum (LAPFF)
In 2023, with support from Hampshire, the ACCESS pool agreed to become a member of the Local Authority Pension Fund Forum (LAPFF). Through the LAPFF, Hampshire’s holdings in the ACCESS Pool are able to leverage the voice of over 80 pension funds when engaging with the relevant companies. LAPFF engages on the basis of sizeable holdings within its membership in ESG themes identified in its business meetings.
The LAPFF Executive Committee gathers input from the members and the primary service provider and advises on what engagement collaborations to pursue and prioritise. Where a significant number of LAPFF members hold a company or where LAPFF funds hold a large percentage of the company or a priority issue has been identified, LAPFF will seek to engage with the relevant company. 
In advance of LAPFF engagement meetings, specific engagement objectives are set and then outcomes measured against them once the meeting has concluded. To the extent possible, company actions that correspond to LAPFF engagement objectives are assessed and recorded. Through LAPFF engagements, companies are assessed and monitored for progress against engagement objectives. 
On behalf of its members, including the ACCESS pool, LAPFF engagements in 2025 included stocks held by Hampshire, such as Bunge Global SA, Microsoft and the Coca Cola Group. 
Engagement examples showing how the Hampshire Pension Fund has engaged on this principle are provided below.

	Portfolio
	Active Global Equities – Dodge & Cox via the ACCESS Pool

	Investment
	Bayer AG

	Summary of the Issue that led to Engagement
	The Pension Fund requested an update on an issue that was flagged by Dodge & Cox in an engagement example that they provided in December 2024. This example reflected a discussion that Dodge & Cox had held with Bayer on litigation surrounding Bayer’s Roundup and polychlorinated biphenyls (PCBs).

	What were the Engagement Objectives?
	To identify the level of risk attached to the Pension Fund’s investment, to flag ESG concerns in respect of this investment and the potential financial impact of the lawsuits on the Fund’s investment position.

	Who were the participants?
	Company attendees: Chair of the Supervisory Board; Head of IR; Member of the General Counsel Team; Head of Corporate Law; SVP for Public Affairs, Science & Sustainability 
D&C attendees: Global Industry Analyst; Head of Investment Stewardship; Members of Investment Committee; Credit Research Analyst

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	The Pension Fund flagged its concerns around biodiversity risk attached to this investment. Dodge & Cox followed up with Bayer’s Chief Executive Officer to discuss the litigation surrounding its weedkiller, RoundUp. Bayer continues to be affected by claims that Roundup caused cancer due to its active ingredient, glyphosate. Bayer faces lawsuits tied to its other businesses as well, including one involving PCBs in the water supply. Dodge & Cox have incorporated an estimate of RoundUp and PCB liabilities that includes both current and future case settlements into our financial valuation for the company.

	How has the dialogue progressed?
	Discussions between Dodge & Cox and Bayer centred on the ongoing litigation and the company’s capital strategy to address related costs. Dodge & Cox conveyed their concerns about the Company’s capital allocation approach, particularly the disproportionate burden placed on equity shareholders compared to other stakeholders. They also explored the cost of capital, debt financing, and alternative funding options for litigation expenses. Additionally, they challenged the Company’s compensation plan. They emphasized that management payouts do not align with shareholder outcomes - highlighting another example of stakeholder imbalance.
The capital raise proposal received 81.97% support, while the compensation report garnered 67.36% support. Following the Annual General Meeting, the Company reached out to discuss the relatively low support for the compensation report and sought to better understand Dodge & Cox’s perspective.

	What was the outcome of the engagement?
	Dodge & Cox have confirmed that the engagement was successful from their perspective. The Pension Fund will, however, continue to keep the impact of potential biodiversity loss arising from this investment under review.



	Portfolio
	Private Equity - Patria 

	Investment
	Agora Makers (who design and manufacture street furniture and public lighting)

	Summary of the Issue that led to Engagement
	Patria sought to work with the sponsor, Hivest Capital Partners to support the company to (i) enhance its energy efficiency capabilities and encourage the improvement of public spaces through the continued development of its street furniture division – including through the promotion of sport with fitness street furniture – and (ii) diminish its carbon footprint. Patria agreed with Hivest Capital that the Company would develop specific ESG and sustainability commitments during the period of investment. Patria also sought to improve the Company’s environmental, social and governance policies, procedures and processes.

	What were the Engagement Objectives?
	As above. The Hampshire Pension Fund has included this example since it focuses on climate, one of the Fund’s key RI risks.

	Who were the participants?
	Patria, Hivest and Agora Makers

	Was this a collaborative engagement?
	This was a collaboration between the investment manager, sponsor and the company.

	Have engagements escalated during the reporting period?
	The company now has several research and development (R&D) projects focused on further energy efficiency improvements and minimising environmental impact. These projects include retrofitting products, developing concrete from recycled Murano glass and marble quarry wastes, and AI-based, motion-enabled lighting. 
Patria also engaged with Hivest Capital and Agora Makers to ensure a commitment to reduce carbon footprint and the manufacturing facilities continue to comply with the highest standards around product quality and employee health and safety. 
In 2024, the Responsible Purchasing Charter was signed by 85% of the street lighting arm of the company and by 100% of the street furniture arm. The company has also improved its gender balance within the Executive Committee and established a Business Continuity Plan. Agora Makers has further improved its capability to track and disclose metrics relating to diversity.

	How has the dialogue progressed?
	Officers at the Hampshire Pension Fund asked for an update on the issues raised in the engagement exercise, namely on responsible procurement, energy use and gender balance. Patria confirmed that the latest data report showed an annual decrease of 37% in total energy consumption per m€ of sales. They also confirmed that the Responsible Purchasing Charter has been formally adopted and deployed, with no major incidents reported. Finally, Agora Makers are tracking and disclosing statistics on gender diversity. The latest statistics show an increase in female representation on the Board (from 17% to 43%) and a decrease in the unadjusted gender pay gap by 200bps, from 9% in 2023 to 7% in 2024.   

	What was the outcome of the engagement?
	Patria have confirmed that the engagement has been successful. Agora Makers is a business making a positive impact on the environment and society through the nature of its products. The initiatives regarding R&D, responsible procurement and gender balance will continue to be monitored and discussed alongside Hivest Capital in the coming years.




	Portfolio
	Property - CBRE Investment Management

	Investment
	Entire direct portfolio

	Summary of the Issue that led to Engagement
	Officers from the Hampshire Pension discussed ShareAction’s Report on the Built Environment

	What were the Engagement Objectives?
	To obtain CBRE’s view about the report, and especially around the rating given by ShareAction and the rationale given by ShareAction for this
To identify whether progress had been made and potential timescales for future progress

	Who were the participants?
	CBRE team

	Initial Feedback
	CBRE provided a written response to the Pension Fund’s concerns, following up with a targeted meeting to discuss the matter in more depth.  CBRE welcomed ShareAction’s assessment of investment managers and provided a summary of their initial findings:  
Targeting Energy Intensity Reduction: CBRE have a well-documented path to decarbonisation which prioritises energy reduction as the first step.  Resource efficiency is considered at all phases of the investment lifecycle. From 2019-2023, they reduced the energy intensity of their Global Direct Investments by 20% (and are on track to reduce energy intensity 50% by 2030).  Often, they do not have operational control, making it more challenging to drive energy efficiency. In these cases, they try to engage with tenants to encourage sustainability best practices. 
Embodied Carbon: CBRE recognise this as a key part of decarbonising the sector. Whilst the vast majority of the assets they manage are standing and operational assets, they have instructed a series of embodied and whole life carbon assessments on their newest developments (including a substantial office extension and refurbishment in Fitzrovia) and are developing policies and guides in this area. 
Expectation to commit to installing no fossil fuel equipment from 2030: While CBRE (in Europe, Middle East and Africa), are generally in alignment with this expectation for assets in their direct control, alignment for areas within the control of tenants is more challenging, particularly where business critical tasks like high heat thermal processes are involved. CBRE engage with their tenants to encourage sustainability best practices, as well as engaging with industry bodies (e.g., the Better Buildings Partnership (BBP) in the UK) to develop new approaches for working with tenants and other stakeholders. 
CBRE stated that they are not just making commitments. As stewards of capital, CBRE Investment Management has a fiduciary duty to safeguard the long-term value of their investments and deliver sustainable returns. By integrating climate risk into their investment processes and decision-making frameworks where consistent with our clients’ investment objectives, they fortify their resilience against systemic shocks, regulatory shifts and market disruptions. They believe that this approach is essential to mitigating risk and creating value. 
CBRE IM has an active decarbonisation program. They conducted an analysis of progress made for their global Direct Real Estate portfolio over the past four years from a 2019 baseline. As a result of their decarbonisation program, their Direct Real Estate investment strategy is on track to meet their interim greenhouse gases (GHG) target. From 2019-2023, they have: 
•	Reduced GHG emissions intensity by 21%. 
•	Reduced energy intensity by 20%. 
•	Increased use of renewable energy by 503%. 
•	Reduced water intensity by 14%. 
To aid their implementation of sustainability initiatives, we secured or issued $7.8B in sustainability-linked financing through 2024.

	How has the dialogue progressed?
	At the meeting with a Pension Fund officer, CBRE provided further context in respect of the report. The conversation outlined the reporting methodology used by ShareAction (which was based on public disclosures) and highlighted CBRE’s engagement with the report. CBRE confirmed that their ability to evidence performance on this critical area. However, being a private provider means that they will not disclose targets that relate to specific clients, and therefore, their ability to evidence public disclosures is more limited. They are also mindful of the challenges caused by reporting on ESG issues in some countries. 
CBRE confirmed that in the UK, where the Hampshire Pension Fund is invested, they now assess any new development using a whole life carbon assessment. The UK strategy is to target net zero by 2050 or sooner, including whole life carbon. CBRE are expediting solar photovoltaic (PV) systems and working on risk management. CBRE are putting in place strategies around their UK sustainability goals. Every portfolio will have a one-year action plan and a 5 year target. 
CBRE are able to set Science Based Targets Initiative (SBTI) targets for clients’ portfolios if they request which would make achievements verifiable, but this would come at a cost and is likely not to add value to individual portfolios. 
ShareAction flagged the Just Transition as a challenge for all real estate investment managers. CBRE have said that they are trying to address this through their affordable housing fund. CBRE are increasingly putting solar panels on new properties, at a cost to the fund or the investor. They are talking to a progressive energy company to see what can be done in this and are mindful that they need a fair return to a pension fund as well as a fair position for the tenant. 
Finally, the difficulty replacing gas with electric was discussed, particularly for some key sectors such as energy intensive industries or for kitchens.  The shift from gas to electric is the biggest challenge, even in the UK where reducing the relative cost of electricity is an essential prerequisite. CBRE confirmed their view of the need for long term policy direction from Central Government on this issue.

	What was the outcome of the engagement?
	Pension Fund officers asked whether CBRE have changed anything or are looking to change anything as a result of the ShareAction report. They have confirmed that the report made it easier to make the case for the need to focus on embodied carbon. CBRE have also had further discussions around how to transition away from gas boilers to electricity. The ShareAction report has provided an opportunity for further progress. It was pleasing to note that the first person to notice the report on publication was CBRE's Chief Investment Officer, which shows how important this issue is to them.






Principle 4: Signatories actively exercise their rights and responsibilities
Context
The Pension Fund’s RI policy includes its approach for the exercising of rights attached to investments. This includes the Fund’s belief that if companies comply with the principles of the UK Corporate Governance Code published by the Financial Reporting Council, this can be an important factor in helping them succeed. The Fund also accepts, however, the need for a flexible approach that is in the common long-term interests of stakeholders including shareholders, company employees and consumers, and that the principles accepted as best practice in the UK may differ globally. The Fund’s investment managers should cast their votes with this in mind.
In particular, the Fund’s investment managers should cast their votes to ensure that: 
· executive directors are subject to re-election at least annually.
· executive directors’ salaries are set by a remuneration committee consisting of a majority of independent non-executive directors, who should make independent reports to shareholders.
· arrangements for external audit are under the control of an audit committee consisting of a majority of independent non-executive directors, with clear terms of reference. These should include a duty to ensure that investment managers closely control the level of non-audit work given to auditors and should not significantly exceed their audit-related fee unless there are, in any investment manager’s opinion, special circumstances to justify it.
· in the investment managers’ opinion, no embarrassment is caused to the Fund in relation to its beneficiaries, Hampshire residents, or the general principles of the UK Corporate Governance Code.
The Pension Fund’s investment managers (both active and passive) are required to report to the Pension Fund on their engagement with company management and voting recording, highlighting any instances that they voted against company management or did not follow its policy.
Where investments are held through the Pension Fund’s pooling partner in a segregated sub-fund, the expectation is that investment managers will vote in line with the pool’s RI policy, whereas where investments are in a pooled vehicle the Pension Fund accepts the investment manager will vote in line with its own policy. However, there is still a requirement for the investment manager to explain the rationale for its decisions and ultimately the Panel and Board has the option to disinvest if it is dissatisfied with the investment manager’s decisions. 
During 2025, Pension Fund officers identified that votes were not being cast on Hampshire’s behalf where the ballot paper included a shareholder resolution. This was due to a mis-interpretation of ACCESS’s voting policy and resulted in voting opportunities being missed at 70 shareholder meetings. The Pension Fund took this issue very seriously and raised it as an urgent matter with the investment manager and the ACCESS pool Operator, Waystone.  The two organisations are now working together to address the issue and ensure that the ACCESS voting policy is applied as intended going forward.
Officers have also questioned investment managers to ascertain the potential impact of the U.S. Securities and Exchange Commission (SEC) tightening of guidance on reporting holdings for investment managers who pressure management on environmental, social or governance (ESG) issues. Investment managers have confirmed that this has not changed the way that they have voted, but in some instances has impacted on some of the conversations that have been held about their intention to vote. 
A review of voting records in 2025, highlighted instances where the Pension Fund’s investment managers have voted differently on the same point. In total during the period under review, the Fund’s managers voted differently on around 14% of proposals. Investment managers voting differently across Hampshire’s portfolio is potentially a weakness in the Fund’s RI approach which will be resolved following the transfer to LGPSC, who manage its own centralised process for voting on behalf of its partner funds, guided by its voting principles. 
Examples of engagement activity in respect of the exercising of rights and responsibilities are provided in the examples below.
	Portfolio
	Active Global Equities – Robeco via the ACCESS Pool

	Investment
	LG Electronics

	Vote Details
	Robeco voted against management proposals at the 2025 AGM due to ‘concerns around the reliability of accounts or followed procedures’. The vote passed with 94.9% in favour and 5.1% against.

	What were the Engagement Objectives?
	The Hampshire Pension Fund wanted to understand the reasons for Robeco’s concerns and whether they warranted further engagement or action by the investment manager.

	How has the dialogue progressed?
	Robeco confirmed that this is a typical issue for Korea, as follows: 
The notice and circular for convocation of a general meeting are dispatched to shareholders at least 14 days prior to the meeting date, as mandated by the Commercial Act29. Meanwhile, the Commercial Act30 separately states that a listed company shall make public notice of its audited financial statements at least 7 days prior to the annual general meeting. The discrepancy of disclosure timing of meeting materials and the audit report has been an ongoing concern for the Korean market. Due to a discrepancy between these two separate mandates regarding the disclosure period, in cases where the meeting disclosure does not include audited financial statements and the voting date is set earlier than a week before the annual meeting date, shareholders may not be able to review audited financial statements prior to exercising their voting rights for annual general meetings. Consequently, it is very common to see unaudited financial statements in Korean companies’ meeting disclosures due to the aforementioned legal requirements.

	What was the outcome of the engagement?
	Robeco confirmed that there is no further escalation on this, since the issue is bounded so heavily in market practice and legal guidance.



	Portfolio
	Active Global Equities – Dodge & Cox via the ACCESS Pool

	Investment
	Air Products and Chemicals

	Vote Details
	Dodge & Cox voted with a dissident shareholder, Mantle Ridge, rather than the existing company’s Board. At Air Products’ annual meeting earlier, shareholders voted in three new Board members nominated by Mantle Ridge.

	What were the Engagement Objectives?
	The Hampshire Pension Fund wanted to understand why Dodge and Cox voted with the dissident shareholder, Mantle Ridge. The Fund also wanted to clarify the impact of this change on Air Products and Chemicals going forward, including its approach to sustainability issues, since climate is one of the Fund’s key RI policies. Before the vote, Dodge & Cox engaged with the Company about the Company’s stock underperformance, capital allocation, and current project risks - seeking input from both sides to better understand their perspectives and priorities.

	Who were the participants?
	Company attendees: Chief Executive Officer (CEO) & President; Chief Finance Officer; Various Members of the Board of Directors 
D&C attendees: Global Industry Analyst; Head of Investment Stewardship

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	No

	How has the dialogue progressed?
	Dodge & Cox outlined the approach that they had taken, by confirming that they met with Air Products’ Management and Board, as well as activist investor, Mantle Ridge, and its director nominees. Their discussions with both parties focused on their industry experience, board oversight, succession planning, and overall strategic vision.
They addressed the Company’s stock underperformance, capital allocation, and current project risks - seeking input from both sides to better understand their perspectives and priorities.
Since the Annual General Meeting vote, Seifi Ghasemi announced his decision to step down as CEO of Air Products.

	What was the outcome of the engagement?
	When questioned by Pension Fund Officers on the potential impact on sustainability, Dodge & Cox confirmed one of the dissidents had a strong background on sustainability and renewables. Dodge & Cox’s view of the engagement was that they had been able to communicate their views to the company and believe that company management adequately heard their voice.



	Portfolio
	Passive Global Equities – UBS via the ACCESS Pool

	Investment
	Bunge

	Summary of the Issue that led to Engagement
	UBS AM recognised the producer’s ongoing exposure to deforestation and land conversion risks through its commodity supply chains, particularly in soy and palm oil.

	What were the Engagement Objectives?
	To encourage the company to strengthen the operational management of its anti-deforestation and conversion commitments and to improve transparency in reporting.

	Who were the participants?
	Company representatives, coalition of 16 investors, Nature Action 100.

	Was this a collaborative engagement?
	Yes 

	Have engagements escalated during the reporting period?
	Over the course of the year, UBS AM intensified its long-term engagement, meeting with company representatives five times. UBS joined a coalition of 16 investors to send a letter to the CEO and Board, requesting clear assurance that the company’s operations and supply chains are deforestation and conversion-free, and that its current practices do not incentivise or accelerate deforestation in Brazil. 
Additionally, UBS co-filed a shareholder resolution at the company, seeking confirmation to investors on whether existing policies incentivises an increase in deforestation and conversion prior to the December 2025 cutoff date, and if so, to identify and implement immediate corrective measures at the Board and management’s discretion.

	How has the dialogue progressed?
	This issue is a priority area for the Hampshire Pension Fund and was outlined to the Pension Fund Panel and Board, who asked UBS to given them an example of where engagement can be shown to make a difference. Panel and Board members were given the opportunity to ask questions around this case. 

	What was the outcome of the engagement?
	As a result of these engagement efforts, the Company acknowledged the risk of continued deforestation in its soy supply chain and brought forward its cutoff date to December 2024, anticipating it no longer sources soy from converted and deforested land. With this commitment, UBS was successful in retracting the shareholder resolution, as the Company agreed to meet the requirements. The Company also committed to 100% palm oil traceability to plantations across all Americas regions; 92% sourced from suppliers with No Deforestation, No Expansion on Peat and No Exploitation (NDPE) commitments. UBS continues to engage collaboratively with the Company, encouraging expanded disclosure in lobbying reports to align with best practices and to report against sector specific metrics such as those suggested by the Taskforce on Nature-related Financial Disclosures (TNFD). 
Panel and Board members were better informed about the value of stewardship as a result of learning about this example, and about how it can make a tangible difference to a company’s behaviour. 



	Portfolio
	Active Global Equities – Dodge & Cox via the ACCESS Pool

	Investment
	Occidental Petroleum Corporation

	Summary of the Issue that led to Engagement
	The engagement represented an ongoing conversation with the Company. Discussions focussed on a range of subjects including capital allocation, board compensation, remuneration, artificial intelligence (AI) and the energy transition, which is a key risk for the Hampshire Pension Fund.

	What were the Engagement Objectives?
	To gain insights into governance processes (including board succession planning).
To understand how the Board is overseeing AI.
To discuss the Company’s climate strategy.

	Who were the participants?
	Company attendees: CEO; CFO; VP IR Dodge & Cox attendees: Global Industry Analyst

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	Dodge & Cox spoke with the Company about its board of directors and general governance practices. Occidental (Oxy) added two new directors in 2023 but did not have any Board turnover in 2024. Dodge & Cox inquired about the Board’s succession planning as well as how the Board oversees AI. The Company spoke about the discontinued use of options in its compensation. Dodge & Cox also shared changes to our proxy voting policy and discussed recent SEC (US Securities and Exchange Commission) guidance and how it has impacted on their conversations with US issuers, specifically as it relates to discussions about director votes.
Additionally, Dodge & Cox continued discussions on the Company’s climate strategy. The Company spoke about progress on its STRATOS DAC (Direct Air Capture) facility, which is expected to be commercially operational in 2025. The Stratos DAC facility is a technology that captures and removes large volumes of CO2 directly from the atmosphere and stores it underground in geologic formations.

	How has the dialogue progressed?
	Given that climate change is a priority risk to the Hampshire Pension Fund, officers asked Dodge and Cox for further clarification around actions that the Company are taking in respect of their climate strategy together with an update on the status of the Stratos DAC facility and clarification of what differences this facility is making to the Company’s sustainability plan. Dodge & Cox responded as follows: 
“Occidental is pursuing a broad set of initiatives to reduce operational emissions. These include lowering methane and CO₂ releases, replacing older equipment that vents small amounts of gas during routine operations, and streamlining its network of compression facilities—which move natural gas through pipelines—to improve efficiency and reduce emissions. The Company is also expanding its use of advanced emissions-measurement approaches and installing enclosed systems designed to eliminate routine venting during maintenance activities. These initiatives are intended to help the company reach its target of achieving net-zero operational emissions by 2040 and net zero across its full emissions footprint, including product-use emissions, by 2050. In parallel, Occidental has reported that it is advancing point-source carbon-capture projects and developing dedicated CO₂ storage hubs, both of which we have discussed with management, and is exploring opportunities to reuse captured CO₂ in low-carbon products. Dodge & Cox also confirmed that Phase 1 of the STRATOS DAC facility is not yet complete. As of November 2025, it remains in final commissioning and has received its EPA storage permit, but it is not yet capturing CO₂ at scale.”

	What was the outcome of the engagement?
	The Hampshire Pension Fund will keep this issue under review whilst invested in this stock, in an attempt to verify whether the carbon capture projects reduce the Company’s reported carbon emissions as intended.  Particular attention will be paid to the fact that the Company’s net zero plan does not reference renewable energy to power its carbon capture projects (which are very energy intensive) and the plans to utilise stored carbon, rather than keeping it in the ground.



	Portfolio
	Active Global Equities –  Robeco via the ACCESS Pool

	Investment
	Procter and Gamble

	Summary of the Issue that led to Engagement
	Robeco initiated an engagement with US consumer goods company, Procter and Gamble (P&G), following concerns around P&G tissue business’ negative biodiversity footprint in the Canadian boreal forest.

	What were the Engagement Objectives?
	With allegations linking P&G to forest degradation, Robeco expect P&G to conduct an in-depth biodiversity impact assessments across its Canadian wood pulp supply chain. At the end of the engagement, they hope for P&G to have clear strategy to eliminate forest degradation and to create adequate accountability processes.

	Who were the participants?
	Robeco’s Active Ownership team with P&G’s senior management and sustainability representatives

	Was this a collaborative engagement?
	Yes

	Have engagements escalated during the reporting period?
	Co-filing shareholder proposal
Over the second quarter of 2024 Robeco met several times with P&G to discuss how the Company could reduce their exposure to forest degradation risks in the Canadian boreal forest. Following the Company’s initial removal of forest degradation of its sourcing policies Robeco started discussing this issue with the company. Ultimately P&G’s outdated, fragmented disclosures, as well as continuous use of confusing and contradictory statements, led Robeco to co-file a shareholder proposal alongside several US and European peers. The proposal requested “that P&G issue a report assessing if and how its sourcing practices negatively impact the biodiversity and resilience of boreal forests, and if so, to identify and take corrective measures in the Board and management’s discretion”. 
Withdrawing shareholder proposal
Following an intensive exchange, including several calls with the company, Robeco withdrew their shareholder proposal in exchange for renewed investments into researching and scaling alternative fibres and for added transparency on existing biodiversity impact assessments and alternative fibre progress. 

	How has the dialogue progressed?
	Hampshire Pension Fund officers asked about progress that P&G had made following Robeco’s engagement, given the pending lawsuit. Robeco confirmed that following the resolution filed against P&G in the US at the beginning of the year, P&G have publicly strengthened their commitments on de-forestation and are looking for better sources of that fibre.

	What was the outcome of the engagement?
	With significant progress over a short period, Robeco have closed the case successfully, continuing to monitor how the company lives up to its commitments.







Principle 5: Signatories integrate stewardship considerations into their selection and oversight of external managers
Manager Selection 
The Pension Fund tendered for a number of its investment managers from 2015 to 2021. These tenders considered various aspects of prospective investment managers such as their capacity and expertise to consider and carry out RI and stewardship activities, their ability to integrate ESG factors into their investment decisions and the commitment to RI through adherence to standards such as the UK Stewardship Code and UNPRI. 
Investment manager appointments
Investment managers’ commitment to and effective management of responsible investment has had a tangible impact on the investment managers chosen to manage the Pension Fund’s investments, as outlined in this report.
The Pension Fund commissioned investment advice for 2024 to review its options for active equity and multi-asset credit investment in the ACCESS pool, which took into account an assessment of investment managers’ capacity and ability to deliver in alignment with the Pension Fund’s investment objectives and responsibility investment and stewardship policy. As a result of this review, the Pension Fund has changed investment managers for these funds, which means that they are more aligned with its responsible investment goals. Mandate changes have not been made after this date, as the Fund is satisfied with the performance of its investment managers.
 During 2024, the Pension Fund invested in the ACCESS pool’s property solution.  ACCESS’s selection criteria included ensuring that prospective investment managers made an appropriate commitment to responsible investment standards (such as being signatories to the PRI), had the capacity and capability to work to ACCESS’s stewardship standards and could allocate a percentage of new investments to sustainable and impact investments.
The Pension Fund monitors its investment managers’ engagement activities through regular reports and discussions and welcomes instances where it sees its investment managers working with other investors or investee companies. The Pension Fund has also instigated specific RI-focused meetings with its equities investment managers where engagement examples, voting records and carbon monitoring data is discussed. Officers have also reviewed ESG models adopted by investment managers and engagement activity undertaken with specific companies, to understand how ESG is integrated into decision-making and to provide some assurance that ESG risk is robustly considered. During these meetings, officers have used them as an opportunity to discuss a number of issues, as outlined below.
· To ascertain the reasons for an investment manager’s preference for direct engagements with companies rather than collaborative engagements.
· To question the advantages or otherwise of people being on multiple boards.
· To find out whether investment managers are going to produce TCFD reports and submissions to the UK Stewardship Code.
· To discuss the safeguards that investment managers have introduced in respect of investments in defence.
· To understand changes to proxy voting, given the backlash in some areas against ESG.
Responsibility for day-to-day interaction with companies is delegated to the Pension Fund’s investment managers, including the escalation of engagement when needed. Their guidelines for such activities are expected to be disclosed in their own publicly available stewardship reports. The investment managers report on their stewardship activities to the Pension Fund and key highlights are reported to the RI Sub-Committee. A specific purpose of the RI Sub-Committee is to provide a forum for an annual rotation of Pension Fund Panel and Board members to scrutinise and set expectations for engagement and escalation that may be required. Examples of escalation by investment managers and LAPFF are provided below. 
It is the Pension Fund’s belief that the most effective way to effect change is by engagement and constructive dialogue with the companies in which it invests. However, the Fund recognises that this may not always lead to the desired outcome and escalation may be necessary which the external investment managers are expected to incorporate into their stewardship process. A lack of progress with a company through engagement can be addressed by engaging collaboratively as part of a group of investors, registering concern by writing public letters with additional signatories and attending shareholder meetings and filing/ co-filing shareholder resolutions. While this is not an exhaustive list of escalation steps, these are all tools that are available to Pension Fund’s investment managers the Fund expects its investment managers to make use of the full range of escalation steps when they carry out their stewardship activities, and actively question them about actions that have been taken. 
The Pension Fund monitors its investment managers’ engagement activities through regular reports and discussions, and expects its investment managers to take the appropriate action when operating on its behalf. These stewardship activities, include actions to escalate their approach when appropriate up to disinvesting from a position if engagement activities do not produce the desired result. Investment managers are fully aware of the importance that the Pension Fund places on RI, and have referenced the Hampshire Pension Fund as being a thought leader in the ESG space.  Examples of stewardship activity that has been reviewed by the Hampshire Pension Fund are included below.


	[bookmark: _Hlk213337806]Portfolio
	Active Global Equities – Acadian via the ACCESS Pool

	Investment
	Costco 

	Summary of the Issue that led to Engagement
	Acadian wanted to engage with the Company due to a controversy relating to allegations of forced labour related to suppliers employing ethnic minorities through coercive state-sponsored labour-transfer programs, particularly related to the Uyghur labour transfer programmes in China  The Hampshire Pension Fund have recently included slavery as a priority RI risk and have, therefore, asked further questions around this engagement example.

	What were the Engagement Objectives?
	To verify actions that the Company are taking in respect of these controversies and to ensure that the Company had adequate policies and procedures in place in respect of this key issue.

	Who were the participants?
	Acadian met with Christine Campbell, Director of Investor Relations, and Josh Damon, Vice President of Investor Relations together with Alexandra Latham, AVP in Global Sustainability, and Preston Whit, member of the Sustainability Department specialising in human rights and global supply chains.

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	The discussion transitioned into a review of previously shared controversies flagged by Acadian’s system. The Company elaborated on their existing processes, which include a Supplier Code of Conduct, supply chain audits, and various monitoring and due diligence practices, particularly concerning high-risk commodities. 
The representatives acknowledged the complexity of addressing such challenges and detailed their efforts to mitigate risks, such as screening suppliers and terminating business relationships when necessary. They recounted a previous issue in 2017, where they ceased relations with a vendor out of caution. The representatives further expressed scepticism about the accuracy of MSCI Inc’s reports, citing a lack of direct engagement with the data provider and their general reliance on third-party reviews and public information. They reiterated the robustness of their current processes and their alignment with legal requirements such as the Uyghur Forced Labor Prevention Act (UFLPA). 
The discussion concluded with an agreement to exchange additional resources and contact information.

	How has the dialogue progressed?
	Officers from the Pension Fund asked whether resources had been shared as promised and whether they were sufficiently robust. Acadian confirmed that following the meeting, Costco shared its updated Human Rights Policy and Supplier Code of Conduct. The policies align with the UN Guiding Principles on Business and Human Rights and the ILO (International Labour Organization) Core Conventions, explicitly prohibiting all forms of forced, bonded, and prison labour while mandating zero recruitment fees, document retention bans, and unannounced audits. The Supplier Code requires full supply-chain traceability, including disclosure of subcontractors and home workers, and establishes Critical Violations that can lead to immediate contract termination. The Human Rights Policy outlines a structured risk-assessment process conducted with external experts (ELEVATE/LRQA) and emphasizes partnerships with organisations like CIERTO, Fair Trade USA, and the Responsible Minerals Initiative to address systemic labour risks.

	What was the outcome of the engagement?
	Acadian have flagged a successful outcome to this engagement and also noted that Costco is in line with its peers as measured within their model.



	Portfolio
	Active Global Equities – Baillie Gifford via the ACCESS Pool

	Investment
	A large-cap growth company within the Consumer Discretionary sector.

	Summary of the Issue that led to Engagement
	Baillie Gifford met the company’s ESG team to discuss supply chain decarbonisation, employee welfare, supply chain oversight and AI governance, all of which they deem to be potentially material to long-term financial success.

	What were the Engagement Objectives?
	To continue to assess Scope 3 boundaries and overall ambition for supply chain decarbonisation.
To continue engaging on the Company’s approach to employee welfare and supply chain oversight.
To consider the Company’s approach to AI governance.

	Who were the participants?
	Baillie Gifford met the company’s ESG team

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	Baillie Gifford noted the Company’s use of low-carbon transportation fuels and influence to help establish alliances focused on decarbonisation.
They learned about workplace initiatives across the company’s substantial operational footprint and the Company’s response to supply chain oversight concerns. They learned that the Company is engaging with governments for AI regulation with inter-operable international standards.
The Company intends to disclose new supply chain standards soon. Having supported a related shareholder resolution at the 2024 annual general meeting (AGM), Baillie Gifford see this new standard as an opportunity to expand the Company’s boundaries for supply chain emissions reporting and consequent decarbonisation ambitions. Baillie Gifford communicated their thoughts on this opportunity directly to the Company. They also heard the key role the Company played in helping to establish alliances that create demand for nascent decarbonisation technologies for freight transportation. The Company also continues to increase its adoption of low-carbon transportation fuels, including biofuels such as sustainable aviation fuel. 
Given its substantial workforce, Baillie Gifford were encouraged to hear about workplace initiatives that enable direct employee feedback to translate into measurable action. The meeting provided more details to various actions highlighted in the Company’s annual sustainability report. They recognise that challenges persist regarding allegations of the Company’s adherence to its stated commitment to workers’ freedom of association and collective bargaining rights. They supported a shareholder resolution on it at the AGM and are continuing to monitor this. 
They were pleased to hear that the Company is engaging with governments for AI regulation with inter-operable international standards. The Company has established internal principles for responsible AI use and has Board oversight, strengthened by a recent appointment. 
However, they are still unsure as to how AI will be deployed within the Company’s retail business. They have encouraged the Company to continue acting as a thought leader in transparency and educating retail customers to reduce the risk of public misperceptions.

	How has the dialogue progressed?
	The Hampshire Pension Fund asked questions around how widely the Company was intending to use sustainable aviation fuel (SAF) and whether this could impact on deforestation. Baillie Gifford provided the following response: 
“The Company’s transport decarbonisation is driven by a mix of electrification, greater use of SAF [sustainable aviation fuel] and other low-carbon biofuels, and coalition commitments such as using zero-emission fuels for at least 10% of its international ocean cargo by 2030.”
“Against that backdrop, the Company is not yet working to a public, quantified SAF or biofuel target, but it is scaling usage. In 2024 it procured around 3.7 million gallons of blended SAF, 4.7m gallons of renewable diesel (up from c.0.3m gallons in 2023) for trucks and other ground equipment, and 39m gallon-equivalents of renewable natural gas for more than 4,400 CNG [compressed natural gas] trucks, while purchasing biofuel-based shipping services for over 10% of its ocean cargo. SAF has so far been sourced mainly from World Energy (via Shell Aviation) and Neste; both market “waste and residue” feedstocks such as used cooking oil and animal fats, and Neste reports no conventional palm oil in its renewable fuels since end-2023, although it continues to use some palm-derived residues such as PFAD [Palm Fatty Acid Distillate], which NGOs [non-governmental organisations] argue can still be linked indirectly to land-use change.” 
“The Company has general deforestation policies for key agricultural commodities but no stand-alone “no-deforestation fuels” standard, and it does not disclose detailed feedstock splits for its fuels, so we cannot say with certainty that biofuels are free of deforestation risk; however, the balance of evidence suggests a lower risk profile than crop-based biofuels, especially at today’s relatively modest volumes.”
“Looking ahead, we see the Company’s current approach as directionally credible but constrained by the wider market: global SAF is expected to account for well under 1% of total aviation fuel in the mid-2020s, so achieving net-zero aviation by 2040 will require the Company to secure significantly larger SAF volumes over time, support further technology shifts (e.g. for short-haul), and rely on high-quality removals, rather than expecting current levels of SAF and biofuel use alone to close the gap.”

	What was the outcome of the engagement?
	The above topics form part of an open engagement between Baillie Gifford and the Company. The Hampshire Pension Fund will continue to keep the Company’s net zero plans under review. 



	Portfolio
	Asset Based Securities – TwentyFour AM via the ACCESS Pool

	Investment
	Various Collateralized Loan Obligations (CLO’s)

	Summary of the Issue that led to Engagement
	The Pension Fund receives and asks questions about climate and ESG data received from TwentyFour AM on a quarterly basis.

	What were the Engagement Objectives?
	To check the robustness of the ESG and climate data used by TwentyFour AM and reported to the Fund on a quarterly basis.

	Who were the participants?
	TwentyFour AM and Hampshire Pension Fund officers

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	Pension Fund officers had raised some queries in respect of carbon data (where emissions data had changed significantly in some examples) and ESG scores.

	How has the dialogue progressed?
	TwentyFour AM explained that carbon data reporting had been impacted by a move to a new recording system. They also confirmed that the reporting coverage is less than they would like especially from CLO’s.  Much of the efforts of TwentyFour AM and through their active participation on European Leveraged Finance Association (ELFA) aims to standardise and improve carbon reporting currently and they envisage the biggest gains in the short term being to bring up the laggards across the 71 managers that form the European universe. As a result of input from TwentyFour AM, one company has an ESG template for new deals, and they commenced reporting in the trustee reports in Q2.

	What was the outcome of the engagement?
	TwentyFour AM are keeping the Pension Fund updated on improvements in data reporting. They have also provided the Fund with the detail behind their ESG funding scores in order for it to be sighted on the robustness of the methodology used.



	Portfolio
	Multi-Asset Credit – Benefit Street Partners (formerly Alcentra) via the ACCESS Pool

	Investment
	Food and Beverage company

	Summary of the Issue that led to Engagement
	Benefit Street Partners (BSP) provided an example on how a Food and Beverage company was managing risks of forced labour in its supply chain. The Hampshire Pension Fund has recently included the risk of slavery as a key RI priority as identified by pension fund members. It has, therefore, further engaged with BSP to better understand this engagement example.

	What were the Engagement Objectives?
	To understand how the Company is managing risks in respect of forced labour.

	Who were the participants?
	BSP’s analysts and company representatives

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	This was a new engagement for BSP. Whilst the Company had not been linked to specific forced labour standards, they recognise that risks are a recognised concern across the food supply chain. Management confirmed that it proactively assesses risks in its supply chains, through its Modern Slavery and code of ethics framework. It proactively works with suppliers to develop and monitor action plans to improve working standards and has set a target to reduce the number of high-risk suppliers over time. 

	How has the dialogue progressed?
	Pension Fund officers asked further questions around oversight and risk management, and were provided with the following information as a result:
The Company traces its supply chain beyond direct (Tier 1) suppliers using an enhanced mapping tool introduced in 2024. This system captures data down to farm and vessel level, covering human rights controls, implementation, and monitoring across all tiers. Suppliers must also show how they manage risks within their own supply chains. Full implementation is expected by 2026, beginning with higher-risk suppliers, indicating significant progress toward full traceability. Given the plans for full implementation, BSP is confident that supply chain coverage is extensive enough. BSP also highlighted that during a period when other market participants faced scrutiny over inadequate supply chain practices, an independent investigation recognised the Company as a leader in the space, commending its robust controls and governance.
High-risk suppliers are identified through the Responsible Sourcing Risk Assessment Framework, which uses around thirty indicators, including audit results, Supplier Ethical Data Exchange (Sedex) self-assessments, country and raw material risk, and the supplier’s capability to manage ethical issues. An additional Integrity Risk Assessment assesses risks across raw material supply chains. A supplier may be deemed high risk due to limited engagement, weak policies, or operations in high-risk regions, rather than any single factor alone.
Oversight for human rights and modern slavery sits with the Technical Director, a member of the Board, who reports quarterly to the full Board. Day-to-day activities are led by the Responsible Sourcing Manager, with significant concerns escalated to the Chief Executive Officer and, where necessary, to the Group Board and Risk Committee. This structure ensures clear governance and accountability.

	What was the outcome of the engagement?
	BSP confirmed that it was encouraged by the Company’s proactive stance and commitment to continuous improvement. It will continue to monitor the Company’s approach to labour rights and supplier engagement.




	Portfolio
	Multi-Asset Credit – RBC BlueBay via the ACCESS Pool

	Investment
	Argentinian sovereign bonds

	Summary of the Issue that led to Engagement
	Pension Fund officers were concerned about the reported impacts of Argentina’s Government Reforms and concerns that had been raised about the environment, (including increases in deforestation where Argentine government data indicates that there was a loss of around 254,000 hectares nationwide in 2024, up 34% from 2023) and poverty. 

	What were the Engagement Objectives?
	To understand how the environmental and social risks have been built into ESG ratings.
To identify whether BlueBay have been able to conduct any engagements to address these concerns.

	Who were the participants?
	Officer from the Hampshire Pension Fund and BlueBay

	Was this a collaborative engagement?
	No

	Have engagements escalated during the reporting period?
	BlueBay confirmed that their ESG evaluation concluded that Argentina does a reasonable job of protecting biodiversity, being scored at 9.08 and 7.94 respectively for the protection of marine and terrestrial biodiversity (out of 10). Deforestation is nevertheless identified as a “critical challenge” with a score of 3.46. The cut in government funding for environmental protection is consistent with the spending cuts that the Milei administration has implemented across the board, and which from a macro point of view BlueBay welcome. They share Milei’s diagnosis of runaway fiscal deficits as the root cause of Argentina’s debt vulnerability.  They have not yet engaged with the government of Argentina on this topic since it is harder to make the case that deforestation represents a material risk for our portfolio, when the dominant themes are big picture challenges such as debt sustainability, governability and the viability of their foreign exchange regime. 
BlueBay’s engagement on deforestation in the region has focused instead on Brazil, where the risks of deforestation in the Amazon have global ramifications but also pose clear risks to Brazilian agribusiness and therefore to the growth outlook.

	How has the dialogue progressed?
	BlueBay have commented that on the poverty rate, Milei’s initial policy choice of a large (and necessary) devaluation led to a spike in inflation and therefore in the poverty rate from 41.7% of the population in 2023 to 52.9% in 2024. The fiscal adjustment has eliminated the need for the government to print excess Pesos for financing and has therefore brought inflation down, from a peak of 289% in April 2024 to a 7-year low of 31.3% in October 2025 (the most recent print). Poverty has eased accordingly, from that 52.9% of the population to 31.6% in the first half of this year. 
Bringing inflation down is the main factor here, but welfare spending has also been better targeted towards families with children and away from wasteful schemes managed by labour unions and other inefficient intermediaries. BlueBay’s ESG evaluation highlights inequality as a major concern for Argentina, citing a score of 2.9. 
In a call with representatives from Argentina, BlueBay highlighted how a weak performance in local elections in the Province of Buenos Aires might reflect popular frustration with the Milei government and would pose governability challenges if repeated in the mid-term elections on October 26th. Market volatility in the run-up to those mid-terms tested BlueBay’s portfolios, and prompted an extraordinary show of support from the US Treasury in the form of a US$20bn swap line. 
In the event, however, in BlueBay’s view, the electorate delivered a resounding endorsement of Milei’s anti-inflationary policies and his pro-market policies look set to prevail for at least the next two years and quite possibly longer, since the populist opposition in Argentina is in disarray. BlueBay have engaged regularly on this topic. Their Head of Emerging Markets met with the authorities in Buenos Aires just before the mid-term elections, and their sovereign strategist was there two weeks later to assess the outlook in the aftermath of that positive result.

	What was the outcome of the engagement?
	Given its focus on climate change as a key RI risk, the Pension Fund will continue to engage on this subject.



	[bookmark: _Hlk213772196]Portfolio
	Infrastructure – Grosvenor Capital Management (GCM)

	Investment
	Provider of service vessels in the salmon farming sector based in Norway

	Summary of the Issue that led to Engagement
	The engagement sought to enhance the Company’s ESG profile.

	What were the Engagement Objectives?
	To reduce the environmental impact of the service vessel fleet.
To improve social and health & safety outcomes.
To strengthen governance practices in line with best-in-class stewardship expectations.
To position the business to meet the rising ESG standards of its salmon farming clients and stakeholders.

	Who were the participants?
	Member of the GCM investment team (attending as LPAC representative for the Manager) and the Manager

	Was this a collaborative engagement?
	Yes

	Have engagements escalated during the reporting period?
	The Company made tangible progress toward environmental sustainability by integrating hybrid propulsion systems on all large service vessels. These systems deliver up to 50% fuel savings during operations near the pens (where vessels spend the majority of their time). All new builds will include this hybrid technology, with a pathway toward full electrification as salmon farmers install charging points. 
There were no reported material incidents related to health, safety, or social impact during the quarter. The Company maintained a strong safety record. 
Governance was enhanced through the formation of a Supervisory Board. The manager now holds a 90% stake, with oversight provided by a newly structured Board that includes three of four appointees.

	How has the dialogue progressed?
	Pension Fund officers asked for an update on electrification of propulsion systems and on health and safety factors. They also raised wider concerns around salmon fishing including asking about steps that the Company takes to guard against potential issues such as pollution from waste, pesticides, and chemicals, creating "dead zones" on the seafloor and potentially harming wild fish populations through escaped fish competing for resources or spreading disease. 
GCM confirmed that, based on the information received from the manager, vessels are currently undergoing a transition towards hybrid diesel-electric systems rather than fully electric. Due to the extensive distances these vessels travel and the substantial power requirements of their heavy cranes, full battery-powered operations are not anticipated in the near future. They also confirmed that all newly constructed vessels are hybrid models. At present, the team are building three to four hybrid vessels annually, while simultaneously phasing out and selling older diesel-powered vessels at a similar rate. 
In terms of wider issues raised in respect of sustainability in the salmon fishing trade, GCM were able to confirm that at the conclusion of each salmon production cycle, the pens undergo a process known as “fallowing”. This involves cleaning the seabed and relocating the pens to a different site, thereby enabling the local habitat to recover from any accumulation of salmon waste. This procedure is a regulated requirement within the salmon farming industry. They also confirmed that the risk of salmon escapes is taken seriously, and robust preventative measures are both a regulatory and operational priority for farmers. The Company is responsible for the maintenance of the pens to ensure that salmon escapes are effectively prevented.



	Portfolio
	Timberland - Stafford Capital Partners

	Investment
	Timberland

	Summary of the Issue that led to Engagement
	Hampshire Pension Fund officers observed the % of the timberland investment that was linked to eucalyptus trees and wanted to understand the level of environmental risk associated with this investment.

	What were the Engagement Objectives?
	To identify what actions have been taken to ensure that the local water sources are not adversely affected by these plantations, (given how water intensive this non-native species can be).
To identify what action is being taken to guard against fire risk and to ascertain whether the eucalyptus plantations are close to local populations.
To verify what actions are taken to prevent diseases and pest infestations that have been linked to the intensive planting of eucalyptus.

	Who were the participants?
	Pension Fund Officers and Stafford Capital Partners

	How has the dialogue progressed?
	Stafford confirmed that their geographic deployment is guided by a climate risk assessment produced by a third-party expert (using state of the art Intergovernmental Panel on Climate Change (IPCC) class models) for the timberland team and including forecasts of future precipitation levels and drought occurrence.
The results concluded that precipitation levels favourable for tree growth is expected to increase in both Uruguay and Southern Brazil (the main timberland region in the country) and Stafford can avoid deployment into areas where water stress is expected to increase.
Stafford also confirmed that the SITX assets [which the Hampshire Pension Fund is invested in] are either certified by the Forest Stewardship Council (FSC) or targeting accreditation and, as such, are subject to specific requirements related to forest design including protection of all existing riverside areas within the assets via buffer zones (this excludes planting and commercial forest operations from water courses however they are often targeted for natural forest restoration projects run by the plantation companies), and a proportion of the land area to be planted with native species for habitat creation and conservation. 
Stafford confirmed that forest plantations in Latin America are typically developed in sparsely populated rural areas. They stated that fire deterrence is incorporated into forest design, and ongoing fire monitoring and deployment of firefighting resources at higher risk times of year is part of ongoing forest management.  Neighbourhood fire monitoring and fire-fighting capability is usually strengthened by having a well-resourced forest asset in the neighbourhood which can provide advanced monitoring of fires (within or outside of the asset boundary) and dedicated fire-fighting capacity and equipment.  Losses due to physical risk have been very low within Stafford’s timberland portfolio. Overall, the annual loss to net asset value (NAV) across Stafford’s timberland portfolio has been 7bp on NAV on average over the period 2006-2024 of which ~1/6th has been due to fire. This is due to a mixture of diversification, site selection and the implementation of fire mitigation measures.
Stafford have also confirmed that periodic monitoring is part of ongoing forest management to detect any pest or disease outbreaks early, and include:
· Patrols assessing the health of the tree crop visually for any signs of pests and diseases.
· Remote sensing to detect signs of pests and diseases (defoliation, discolouration).
· Environmental DNA (eDNA) testing of soil and water samples to detect the presence of pests and pathogens.
· Specific monitoring can be put in place once a pest or pathogen is identified.
Stafford have also confirmed that FSC requirements include favouring non-chemical treatments where possible. They also require a risk assessment be undertaken before any application of pesticide, and broadly exclude the use of pesticides which pose a higher risk to human health or the environment.
They also confirmed that forestry companies contribute to forest pathology research studies undertaken by academic/state/industry scientific institutions, and point to ongoing investment in research and development in the forest nursery industry for developing pest and disease resistant growing stock.

	What was the outcome of the engagement?
	The Pension Fund has a better awareness of the mechanisms that are in place to mitigate these risks. The Fund will continue to engage on this area and has asked to be informed where environmental concerns are identified.









Principle 6 – Signatories monitor and hold to account stewardship service providers
Activity

The Pension Fund does not employ a permanent investment consultant but carries out stewardship activity in-house, (including the preparation of stewardship and climate reports). The Pension Fund has now published 6 years’ worth of carbon footprint data for its investments. The data shows a reduction over this time reflecting the impact of a number of separate decisions that have been taken to change the investment strategies or guidelines to reduce and limit the carbon output of its active and passive investment portfolios. The actions taken by the Fund and its carbon data monitoring have been captured in its Task-Force on Climate Related Financial Disclosure (TCFD) report. 
It has, however, commissioned work from the appropriate suppliers on a number of occasions specifically for RI related advice, which it feels is the most efficient and effective model in ensuring that it receives advice from the best source for the given question.
Outcome
As set out in the Pension Fund’s RI policy and as above for Principle 5, the Fund has specific expectations for how its investment managers manage ESG factors, (which may differ for each asset class). To date the Pension Fund has received satisfactory responses from its investment managers to demonstrate they have acted in accordance with the Fund’s policy.
To supplement its internal resources the Pension Fund commissioned external support from a specialist RI consultant, Redington, to report on the ESG risk and exposure of each of the Pension Fund’s investment portfolios in 2024/25 and provide an independent calculation of the Fund’s carbon footprint. 
This report assisted the monitoring and scrutiny of the Fund’s investment managers’ stewardship activities on behalf of the Pension Fund. As an example, it used the data to compare calculations made by the consultant with that provided by investment managers, querying any anomalies to better understand the accuracy of the portfolio’s position. An example received from Fidelity explained the differences between reports produced by their data provider, Institutional Shareholder Services and MSCI Inc, the data source used by Hampshire’s consultant.  
In addition, the Pension Fund’s officers and Panel and Board were able to have interactive discussions with Redington to ensure that the Fund’s requirements had been met and the advice received was fully understood.
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As already reported, the Pension Fund’s RI Sub-Committee receive a regular stewardship report on the investment managers’ engagement and voting activity, highlighting where the investment managers have voted against company management or how they have voted on shareholder motions. This report demonstrates that the Pension Fund’s investment managers have met the Fund’s requirement to vote as a shareholder on its behalf and tests that they can provide a reasonable rationale for how their votes have been cast if they have not followed the Fund’s policy. 
As shown in the examples in Principle 7 the engagement reports include all of the Pension Fund’s investments in different asset classes, not just equities.
The Hampshire Pension Fund recognises that being part of a pool can help all member funds better meet their stewardship responsibilities. As a result, delivering greater stewardship reporting was one of the key elements of ACCESS’s most recent Business Plan. As an early adopter of the 2020 Stewardship Code, Hampshire has been a vocal advocate of ACCESS becoming a signatory to the Code and Hampshire were very pleased that ACCESS was accepted as a Stewardship Code signatory in February 2025.  
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Breakdown of responses to the 2025 Hampshire Pension Fund Survey (Base: 6,149 responses)
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TOP 10 CONTRIBUTORS TO FINANCED EMISSIONS
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