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ENGAGEMENT POLICY IMPLEMENTATION STATEMENT

(“EPIS”)
Scheme Year End - 31 March 2026

The purpose of the EPIS is for the Trustee of the Marks & Spencer Pension Scheme
(“the Scheme”) to explain what it has done during the year ending 31 March 2026 to
achieve certain policies and objectives set out in the Statement of Investment
Principles (“SIP”). It includes:

1. How Trustee policies in the SIP about asset stewardship (including engagement
activity) in relation to the Scheme’s investments have been followed during the
year; and

2. How the Trustee has engaged with investee companies and issuers or how such
engagement has been exercised on the Trustee’s behalf.

Conclusion

Based on the activity the Trustee has undertaken during the year, the Trustee
believes that the policies set out in the SIP have been implemented effectively.

The EPIS focuses on the Scheme’s Bulk Purchase Annuity Agreements (the
“Annuities”) with Aviva, Pension Insurance Corporation (“PIC”) and Phoenix Life
(together, the “Insurers”), which represent a material proportion of the Scheme’s
assets. The Trustee believes that the Insurers should use their influence and
purchasing power where possible to ensure that ESG factors, including climate
change, are appropriately considered by underlying investment managers and
financial counterparties.

Overall, the Trustee is comfortable that the Scheme’s Insurers were able to
disclose adequate evidence of their stewardship activity, and the activities
completed by the Insurers align with the Trustee’s stewardship priorities. The
Scheme’s ESC Committee (‘ESGC’) has also previously heard from the Scheme’s
Insurers to understand how ESGC and sustainable investment is integrated into the
Scheme’s insured assets.

This EPIS focuses on the annuities and does not disclose stewardship information
in relation to the Scheme’s holdings in growth assets, credit and secure income
assets on the grounds of materiality. In addition, this EPIS does not disclose
stewardship information in relation to matching assets due to the limited
relevance of stewardship activities associated with this asset class. However, the
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Trustee continues to monitor the underlying investment managers to ensure that
their policies and practices remain aligned with the Trustee’s stewardship
expectations as far as is practicable. The Trustee notes the following:

. The Scheme’s equity exposure is synthetic and therefore carries no voting
or stewardship rights.

o For several of private assets, the Scheme hold seats on the Board, which
enables the Trustee to exercise its stewardship responsibilities when
necessary.

o The Scheme’s ‘matching assets’ are primarily gilts, cash and derivatives,
which do not provide the Trustee with material stewardship opportunities.

o - Whilst there is limited voting opportunity amongst the assets excluded
from this EPIS, the Trustee actively engages with and monitors its
managers to encourage best practice and understand how the managers
carry out responsible ownership and stewardship.
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How engagement policies have been followed

The Trustee has not undertaken any engagement or voting
activity over the Scheme year in respect of the Annuity
policies, reflecting the nature of the buy-in arrangements
under which stewardship and voting responsibilities rest
with the Insurers rather than with the Trustee.

The Scheme’s stewardship policy is set out in the August
2024 SIP, which can be found within the Scheme’s annual
reports and accounts, and published online here:
Statement of Investment Principles

The responsibility for managing arrangements with
underlying investment managers lies with the Insurers
(Aviva, PIC and Phoenix Life). This responsibility may
include ensuring that arrangements with appointed asset
managers are aligned to achieving the long-term objectives
of each Insurer, as well as having appropriate performance,
costs (including turnover costs) and remuneration
monitoring with respect to the appointed asset managers.
In addition, the Trustee expects that the Insurers use their
influence and purchasing power (where possible) to ensure
that Environmental, Social, and Governance (“ESG”) factors,
including climate change, are appropriately considered by
underlying investment managers and financial
counterparties.

The Trustee has limited ability to incentivise the Insurers to
align their investment strategy and decisions with the
Trustee’s policies in relation to stewardship, corporate
governance, and responsible investment. However, given
the nature of the Annuities, the Trustee believes that the
Insurers are appropriately incentivised to make decisions
relating to the medium and long-term financial and
non-financial factors which may influence performance.

In relation to growth assets, credit and secure income
assets, and matching assets, the Trustee monitors the
stewardship practices of the managers to understand how
they exercise their duties with regard to ownership rights
(including voting rights) on the Trustee’s behalf. To aid
them in so doing, the Trustee seeks the advice of expertise
from third parties.

What is stewardship?

Stewardship is investors
using their influence over
current or potential
investees/issuers, policy
makers, service providers
and other stakeholders to
create long-term value
for clients and
beneficiaries leading to
sustainable benefits for
the economy, the
environment and society.
This includes prioritising
which Environmental
Social Governance (“ESGC”)
issues to focus on,
engaging with
investees/issuers, and
exercising voting rights.

Differing ownership
structures means
stewardship practices
often differ between asset
classes.

Source: UN PRI


https://www.mandspensionscheme.com/~/media/document-libraries/marksandspencer2022/documents/2024/statement_of_investment_principles_-_aug_24.pdf?la=en&hash=4F5760173FE7DE12F814EB46C3F98490394415CA
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Insurer engagement and stewardship

Many bulk annuity insurers undertake stewardship and engagement activity in
respect of the assets backing their annuity books. This can include monitoring
issuers on environmental, social and governance (“ESG”) factors, setting engagement
objectives and using their influence to encourage improvements in areas such as
climate strategy, human rights and governance practices.

Responsible insurers will dedicate time and resources to forming their own views and
engaging directly with issuers, rather than relying solely on exclusions or
divestment.

The table below summarises how the Scheme’s bulk annuity insurers approach
engagement and stewardship in relation to the assets backing the buy-in policies.

Engagement and stewardship commentary

Insurers . ,
(in the insurers’ own words)

Aviva delegates engagement with issuers backing its bulk annuity business
to its in-house asset manager, Aviva Investors. Aviva monitors issuers across
a range of financial and nonfinancial factors and uses engagement rather
than divestment where this is likely to be more effective in driving change.
Engagement activity is concentrated on asset classes where Aviva considers
its influence to be greatest, notably credit, property and infrastructure.

Aviva Aviva Investors engages issuers on themes including climate change and
decarbonisation, nature and biodiversity, human rights and other social
issues, and governance topics such as board oversight and remuneration.
Before engaging, Aviva Investors assesses how a company compares with its
peers and sets specific engagement objectives, with outcomes on the
meetings clearly recorded to monitor progress over multiple engagement
periods.

PIC engages with issuers across its public and private debt portfolios on
material sustainability topics through its Responsible Investment team,
investment analysts and portfolio managers. PIC prioritises engagement on
environmental and social risks in high-impact sectors. From an
environmental perspective, PIC focuses on high carbon emitters, especially
those not Net Zero-aligned or lacking climate disclosure and has

Pension implemented investment restrictions regarding the percentage of revenues
Insurance derived from coal activities. Environmental objectives include credible Net
Corporation Zero targets, climate strategies and transparent emissions reporting. On
(‘PIC) social issues, PIC targets high-risk sectors (e.g. manufacturing, materials,

utilities, technology) with objectives including Modern Slavery transparency,
independent supply-chain audits and alignment with International Labour
Organisation (ILO) standards. PIC additionally participates in collaborative
engagements, for example through the Association of British Insurers’ (ABI)
Climate Change Roadmap Working Group, which focuses on collaborative
member action to reach Net Zero by 2050.
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Phoenix Group is committed to collaborating and engaging with other
institutions, national as well as international. They are open to participating
in industry forums, working groups, and collective engagements to foster
knowledge sharing and support global efforts for a sustainable world. They
are a signatory to the UK Stewardship Code, the United Nations-supported
Principles for Responsible Investment and a supporter of the Task Force on
Climate-Related Financial Disclosures (TCFD). They are using their insight
and knowledge to lead the debate around key societal and environmental
challenges. This means, working with government, non-governmental
organisations and across our industry and the economy. They actively
contribute to policy developments impacting long-term savings and
insurance, and these are often linked to sustainability related topics. They
have been working closely with government on the unlocking investment
agenda, as demonstrated by Phoenix Group being one of the founder
signatories of the Mansion House Compact. They regularly submit responses
to government consultations, call for evidence from select committees
(they recently submitted evidence by the Business and Trade Select
Committee on Industrial Policy) and representations to the Budgets
throughout the year. Through this engagement they are often advocating
for policies and regulations which can unlock investment in climate
solutions from institutional investors. Their recent reports ‘unlocking
investment in climate solutions’ and ‘Invest North’ further explore this area
and their public policy positions around climate change and wider
investment opportunities.

Phoenix Life

Source: Insurers



