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As a specialist financial services mutual, primarily serving doctors, 
dentists and teachers, we strive to ensure that the impact we have 
on the climate and our communities is as positive as the impact we 
have on our customers’ investments. Sustainability and stewardship 
are at the heart of our business and, in the pages that follow, we 
provide information about the activities we undertake to make sure 
we will continue to be a sustainable business for our customers for 
generations to come.

The UK Stewardship Code was introduced by the Financial 
Reporting Council (FRC) with the aim of increasing engagement 
levels and clarity between customers and the companies they 
invest with. Following the unprecedented events of the last few 
years, there is arguably more need for this than ever before. 

As sustainable investors, environmental, social, and governance 
(ESG) factors are crucial considerations when assessing the 
sustainability of our business and the companies we invest in. 
Our detailed Sustainable Investing Policy ensures ESG analysis is 
incorporated into the work of the Asset Manager and, in this report, 
you can learn more about how our Socially Responsible Investment 
Team bring this to life. They ensure that our Fund Managers and 
Analysts invest in sustainable businesses, which is the right thing to 
do for the customers we serve, the environment and wider society. 

This approach also dovetails with our long-term ‘buy and hold’ 
investment strategy because we believe sustainable businesses, 
which ‘do the right thing’, are more likely to survive and thrive in 
the years ahead. By extension, this means they are also more likely 
to bring in strong financial returns for customers, over time.

Another important part of our sustainable investing work involves 
meeting management teams at the companies we invest in, to help 
them bring about positive change. We are unafraid of voicing any 
concerns we may have or challenging decisions where appropriate, 
and we use our voting rights appropriately.

This report covers the period from 1 July 2021 to 30 June 2022. 
Wesleyan acts as an Asset Owner and Asset Manager, and in 
this report we provide an overview of our stewardship approach, 
outlining how we adhere to the FRC’s UK Stewardship Code 2020 
and how the Asset Owner interacts with the Asset Manager.

We are also proud signatories of the internationally recognised UN-
sponsored Principles for Responsible Investment (PRI) and Climate 
Action 100+, an organisation focused on ensuring the world’s 
largest corporate greenhouse gas emitters take necessary action on 
climate change. Membership of the PRI also helps us to continually 
evolve our approach as best-practice develops, and allows us to 
collaborate with other investors, maximising our influence on key 
ESG issues. 

We are dedicated to creating brighter financial futures for our 
customers by being responsible investors who care about the 
results we achieve and how we achieve them. I hope that you find 
this report informative.

JAMES NEEDHAM 
Chief Product Officer

September 2022
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 We believe sustainable businesses, which 
‘do the right thing’, are more likely to survive 
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The Principles of the FRC’s Stewardship Code are listed below and align closely to our corporate strategy or One Wesleyan Blueprint which 
is described in more detail on Page 2.

Principle Link to Our Blueprint Pages

1 PURPOSE, 
INVESTMENT 
BELIEFS, STRATEGY, 
AND CULTURE

Our purpose, investment beliefs, strategy, and 
culture enable stewardship that creates long-
term value for clients and beneficiaries leading 
to sustainable benefits for the economy, the 
environment and society.

LIFELONG  
PARTNER

BRILLIANT TO DO 
BUSINESS WITH

MUTUALITY  
WITH EDGE

2 – 3

2 GOVERNANCE, 
RESOURCES AND 
INCENTIVES 

Our governance, resources and incentives 
support stewardship.

BRILLIANT TO DO 
BUSINESS WITH

7 – 10

3 MANAGE CONFLICTS 
OF INTEREST 

We manage conflicts of interest to put the best 
interests of clients and beneficiaries first.

BRILLIANT TO DO 
BUSINESS WITH

12 – 13

4 RESPONSE TO 
MARKET-WIDE AND 
SYSTEMIC RISKS 

We identify and respond to market-wide and 
systemic risks to promote a well-functioning 
financial system.

BRILLIANT TO DO 
BUSINESS WITH

22 – 23

5 POLICIES, 
ASSURANCE AND 
EFFECTIVENESS OF 
THEIR ACTIVITIES

We review our policies, assure our processes 
and assess the effectiveness of our activities.

BRILLIANT TO DO 
BUSINESS WITH

22 – 23

6 CLIENT AND 
BENEFICIARY 
NEEDS AND 
COMMUNICATION 

We take account of client and beneficiary needs 
and communicate the activities and outcomes 
of our stewardship and investment to them.

LIFELONG  
PARTNER

12 – 13

7 INTEGRATION OF 
STEWARDSHIP 
INCLUDING ESG

We systematically integrate stewardship and 
investment, including material environmental, 
social and governance issues, and climate 
change, to fulfil our responsibilities.

LIFELONG  
PARTNER

BRILLIANT TO DO 
BUSINESS WITH

MUTUALITY  
WITH EDGE

4 – 6

8 MONITOR AND 
HOLD TO ACCOUNT 
MANAGERS / 
SERVICE PROVIDERS

We monitor and hold to account managers 
and/or service providers.

MUTUALITY  
WITH EDGE

24 – 25

9 ENGAGEMENT WITH 
ISSUERS 

We engage with issuers to maintain  
or enhance the value of assets.

MUTUALITY  
WITH EDGE

14 – 18

10 PARTICIPATE IN 
COLLABORATIVE 
ENGAGEMENT 

Where necessary we participate in collaborative 
engagement to influence issuers.

MUTUALITY  
WITH EDGE

14 – 18

11 ESCALATE 
STEWARDSHIP 
ACTIVITIES 

Where necessary we use stewardship activities 
to influence issuers.

MUTUALITY  
WITH EDGE

14 – 18

12 SIGNATORIES 
ACTIVELY EXERCISE 
THEIR RIGHTS AND 
RESPONSIBILITIES 

We actively exercise rights and responsibilities. MUTUALITY  
WITH EDGE

19 – 21
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We are a financially strong mutual that has been in operation since 
the industrial revolution, and celebrated our 180th anniversary 
in 2021. Our purpose is to create brighter financial futures for our 
members and customers, primarily doctors, dentists and teachers. 
We’re a UK-based business, with a network of Specialist Financial 
Advisers from Wesleyan Financial Services at the very heart of 
our organisation, building strong personal relationships with our 
customers. This is complemented with specialist products and 
services, designed to meet the financial needs of our customers 
through every stage of their life in line with our aspiration to be a 
lifelong partner. 

Our financial strength has allowed us the freedom to take a long-
term view, always focused on delivering the best outcomes for our 
members and customers and aspiring to be brilliant to do business 
with. This focus was especially key during the Covid-19 pandemic 
when many of our key worker customers dealt directly with the 
impact of the pandemic on a daily basis. We put in place a number 
of measures to show our support for doctors, dentists and teachers 
and the way they have supported us. 

As a mutual, we have no shareholders, so we invest our time 
and energy on those who invest in our business. We’re firmly 
committed to our mutual status, and we believe this distinguishes 
us from many other financial services companies. We balance care 
and commerciality, providing societal benefits alongside financial 
returns for our members, and in turn deliver mutuality with edge.

RECENT DEVELOPMENTS FOR WESLEYAN  
AND OUR MEMBERS
In recent years, all aspects of life and business for Wesleyan and our 
members and customers have been affected by external events, 
in particular the Covid-19 pandemic, increasing inflation and the 
conflict in Ukraine. We reviewed our strategy, business model and 
customer segmentation to ensure they continue to support our 
customers through difficult times, helping them to make the most 
of their hard earned income. We have made good progress against 
a number of our key strategic aims, including making our With 
Profits ISA available to a wider audience online through aggregator 
sites and development of the infrastructure of our business with 
new technology and digital capability.  

We’ve considered our future direction and if this remains the right 
approach for our business and our members. Existing and potential 
members were closely involved and their feedback has helped 
us learn and adapt so our processes are efficient and customer 
friendly. This approach will continue so we meet the changing 
needs of our customers. 

We have over 78,000 Society members. As a mutual we take long-
term decisions to benefit our members and this includes ensuring 
we use our capital in the right way to drive member value. An 
example of this is our decision to sell Wesleyan Bank. Following a 
full strategic review, we recognised that for the Bank to reach its 
full potential it would need to pursue wider customer markets. The 
sale allows us to focus on our core business, maximise investment 
in it and generate stronger returns for members.

As long-term investors, we saw the significant market volatility of 
recent years as an opportunity to increase the potential for long-
term gains for our customers, using our financial strength to buy 
quality assets to strengthen our funds. Many investors sold shares 
as markets fell, but we used the periods of market volatility to buy 
good quality investments and the benefits have shown through 
improved investment performance. For our flagship With Profits 
Fund, this performance has been helped by the diverse nature of 
the investments held. 

We are committed to enhancing the benefits of our mutuality, 
which defines who we are, how we act and how we serve our 
members. As a capitally strong mutual, we were pleased to be in a 
position to pay a mutual bonus to Wesleyan policyholders in our 
With Profits Open Fund in April 2022, based on 2021 performance. 
We also piloted a new member reward scheme in 2021, which will 
roll out in 2022, and will allow each member to select a new annual 
personal benefit from a range of options. We also continued to 
provide discounts on general insurance products for our members. 

Continued support for members and communities is provided 
through the Wesleyan Foundation, embodying the spirit of 
mutuality. Since it launched in 2017, the Wesleyan Foundation has 
awarded more than £4m to good causes across the UK, supporting 
more than 100,000 people. In 2021 the Wesleyan Foundation 
donated almost £1m to more than 150 good causes, many of which 
were related to healthcare and education, reflecting our customers’ 
professional interests. 

OUR ONE WESLEYAN BLUEPRINT

LIFELONG  
PARTNER

BRILLIANT TO DO 
BUSINESS WITH

MUTUALITY  
WITH EDGE

Establishing lifelong relationships with our 
customers and supporting their ambitions 
through propositions, services and advice 
developed to meet their needs.

Our relationship with our professional 
customers begins while they are at university 
and continues into retirement, providing 
specialist advice, support and products 
throughout their journey with us.

Providing an easy and efficient service for 
all our customers, seamlessly integrating 
technology and the human touch.

It’s important for our customers to be able 
to interact with us in ways and at times that 
fit with their busy schedules.

Delivering more benefit from our mutual 
status for our members and communities.

We are committed to enhancing the benefits 
of our mutuality, which defines who we are, 
how we act and how we serve our members 
and customers. It sets us apart from many 
other financial services companies and is 
key to helping us to create brighter financial 
futures for the professions we all trust. 

We continue to look for new ways to 
express our mutual advantage; by investing 
in products, services and benefits that add 
value to our thriving member base. 
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Our Sustainability Strategy is integral to managing our business 
sustainably; it drives the behaviours and actions needed to 
meet our goals. In October 2021, we implemented an enhanced 
Sustainable Investing Policy to set out clear guidelines on how 
we expect an asset manager to manage our customer funds in 
line with our expectations on sustainability. These guidelines are 
based on customer research and resulted in the introduction of 
our ‘three pillar approach’ (Reducing Harm, Positive Impact, Driving 
Change) alongside our existing sustainable investing expectations 
and targets. This ensures the asset managers working on behalf 
of Wesleyan are best aligned with our customers. As part of the 
introduction of the ‘Reducing Harm’ pillar, our Asset Managers sold 
over £40m of investments which did not meet our exclusionary 
requirements. 

Wesleyan is also committed to being operationally carbon neutral 
by the end of 2023 and for the whole organisation, including our 
full investment portfolio, to be carbon neutral by 2050 at the 
latest. We will create a carbon reduction roadmap to better align 
to our carbon neutral targets, which may involve setting more 
ambitious targets and intermediary milestones.

We remain confident that our long-term investment strategy 
continues to be appropriate and is the right approach for our 
customers. Ensuring we invest in a sustainable manner, in 
businesses and assets we believe are equally sustainable, is of huge 
importance, particularly given the levels of uncertainty and change 
currently seen.

UNDERSTANDING OUR CUSTOMERS
Over 260,000 customers have a Wesleyan product. We remain 
committed to our specialist business model and believe we have 
room to grow further in our core medical, dental and teaching 
markets. A key pillar of our strategy is to build lifelong partnerships 
with our professional customers throughout their careers and into 
retirement. This means understanding their needs and ambitions 
at every stage of their life, as well as what’s impacting them 
personally and professionally.

In 2022 we enhanced our advice capability; meeting customer 
needs effectively, efficiently and appropriately, allowing us to 
better support our customers with the more complex aspects of 
their financial planning needs. This is strengthened by Advisory 
Boards made up of experienced doctors, dentists and teachers and 
by the strong partnerships we have within these professions. The 
Royal College of General Practitioners (RCGP), the professional 
membership body for GPs in the UK, uses Wesleyan as its exclusive 
financial advice provider to support the personal and business 
needs of its 54,000 plus members. A similar partnership with 
NASUWT, the teachers’ union, has existed since 2003.

PEOPLE, DIVERSITY AND CULTURE
We have a commitment to equality, diversity and inclusion. This 
commitment has been strengthened in recent years by accelerating 
efforts to make us a more diverse and inclusive employer, and by 
the appointment of a dedicated Equality, Diversity and Inclusion 
Manager to lead this work. 

As a mutual, we are incredibly proud of our culture of care, for 
employees, our customers and the community. Our reputation for 
‘doing the right thing’ has extended to our handling of Covid-19 
and the level of flexibility we have shown our people as they sought 
to balance the needs of our customers with pressures at home. Our 
‘Smart Working’ guide and associated managers’ advice was put in 
place to recognise ‘one size does not fit all’ when it comes to work / 
life balance, and we aim to find flexible working solutions that meet 
the needs of colleagues, customers and the business.

 As a mutual, we have no 
shareholders, so we invest our 
time and energy on those who 
invest in our business .

In late 2021 our Board and Group Executive Committee approved 
a new bi-annual “culture report” which uses feedback from our 
employees as well as a clear dashboard of metrics to assess 
whether our culture is where we want it to be, in line with guidance 
from our regulator. Customer centricity, conduct, engagement and 
accountability are a small subset of our culture assessment.

Ensuring Wesleyan becomes a more diverse and inclusive employer 
at all levels in the organisation is a key priority for the Board. 
Progress made is tracked at Board level and actions agreed to 
further embed our progress in four key areas: increasing active 
membership of diversity networks; positively targeting our 
recruitment partners to provide a diverse pipeline of candidates; 
including diversity and inclusion in our employee value proposition; 
and introducing greater accountability for Senior Leaders including 
introducing D&I targets in all senior executives incentive plans.

Targets are in place for senior leadership representation from Black, 
Asian, and Minority Ethnic (BAME) communities, with the aim to 
increase BAME representation to 15% by the end of 2022 and 20% 
by end of 2025. The target to have 33% female representation in 
the senior leadership team was achieved early during 2021, a year 
ahead of schedule, with the aim of a minimum target of 40% by 
2024. We are acting consciously to positively impact every area of 
Wesleyan so inclusion is present in all levels of our business. We use 
an organic approach centred around our people, the communities 
in which we operate and the areas of society impacted through our 
activities. As part of this we signed up to support the 10,000 Black 
Interns project and we welcomed our first interns in June 2022. 
Our BeMe (Black, Ethnic Minority, Everyone) network help us keep 
conversations around race alive and ensure we celebrate events 
that are important to all our people.

We were delighted to win in two categories at respected industry 
publication FT Adviser’s Diversity in Finance Awards. The awards 
aim to showcase best practice examples from across the UK’s 
financial services, highlighting and commending companies that 
have made significant strides towards improving Equality, Diversity 
and Inclusion over the past 12 months.

In a year of record entry numbers, Wesleyan won the award for 
Championing Social Mobility and also Championing Gender 
Diversity. The judging panel commended Wesleyan for our passion 
and commitment to social mobility that has extended into the 
community and also for our great ideas and best-practice examples 
on how to embed diversity and inclusion. 
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WHAT IS OUR INVESTMENT PHILOSOPHY? 
We are dedicated to maximising the financial returns for members and customers and continue to do this by using our expertise to steer 
our funds through any market-shaping events or volatility. To help guide this objective, we have defined our ‘Investment Beliefs’ as detailed 
below. These are subject to annual review and any changes are approved at Board level.

Belief Rationale 

We believe sustainable and 
responsible investing, at 
attractive valuations, can deliver 
competitive long-term returns 
for our customers. 

 f Utilising in-house and external ESG expertise within the research process to invest in a 
sustainable and responsible manner to drive long-term outperformance. 

 f Actively engaging with stakeholders to improve the risk/reward ratio and sustainability of our 
investments, leading to enhanced returns.

We are long-term investors, 
which results in lower turnover. 

 f We believe the proven power of long-term compounding drives long-term returns.
 f Mispriced, good-quality assets may need the benefit of time to be fully realised (for example, 

there may have been a change of strategy, or management).
 f Lower turnover reduces transaction costs and the cost of ownership for our customers.

Managing risk through 
diversification. 

 f We maintain diverse portfolios both across and within asset classes. 
 f Achieving diversification through diversity: each of us interact differently with society, the 

economy and individual companies. A diverse in-house Investments Team leads to a broad 
range of views and opinions which can offer valuable insights.

We are active managers, 
continuously seeking 
opportunities. Our flexible 
portfolio management approach 
allows us to capitalise on market 
volatility to enhance returns. 

 f Applying a contra-cyclical strategy during times of market peaks and troughs can provide 
valuable exit and entry points which can improve returns. 

 f Actively buying (for the long-term) when others are selling (for the short-term) differentiates 
our offering during periods of volatility.

We are conscientious stewards of 
the assets entrusted to us. 

 f Effectively discharging our stewardship responsibilities ensures we actively engage in corporate 
governance to help improve the available outcomes for our beneficiaries.

 f We utilise our ‘voice’, at company meetings, investor conferences, trade body associations and 
corporate voting to help shape company strategy and policies to better align to stakeholder 
interests.

We aim to maximise total 
returns through rigorous 
fundamental analysis within 
a highly experienced fund 
management team. 

 f We seek to optimise total returns considering all sources of return (profit growth, dividends, 
capital distributions, spread/yield tightening, valuation expansion). 

 f Accepting the notion that expected returns can be determined by a combination of individual 
drivers and cyclical factors can create additional investment opportunities through periods of 
economic expansion/contraction and sector cycles.

Our Investment Beliefs are articulated into practical guidance for our Asset Managers to follow in Statements of Investment Principles 
(SIPs). SIPs support the achievement of fund objectives by setting rules and guidance for permitted investments, asset allocation ranges, 
risk limits, expected returns and environmental, social and governance (ESG) matters. We have implemented a Prudent Person Principle 
Policy, which confirms the duty of care we hold when making investment decisions. The policy requires the Asset Manager to invest 
in assets and instruments where risks can be properly identified, measured, monitored, managed, controlled and reported, taking into 
account the assessment of our overall solvency needs.

We entrust the management of the majority of members’ assets to the Investments Team of our internal Asset Manager. They are 
immersed in our investment beliefs and strong mutual culture. The team includes in-house Fund and Property Managers, who are 
supported by our Investment Analysts and Socially Responsible Investment Team. They have an overarching objective to help customers 
achieve their long-term financial goals in a sustainable way by seeking to maximise returns over a time horizon of at least five years, but 
typically longer. This objective shapes the team’s fund management approach, which sees them identifying and investing in assets, such as 
bonds, equities and commercial property, that offer the most potential for long-term growth.

As long-term investors, the team will continue to use periods of short-term market volatility to identify investment opportunities for 
our funds and when doing so consider all investment options. In addition, they are content to buy and hold some stocks for 10-20 years 
if they consider that is appropriate. Examples of this include AstraZeneca, who have been instrumental in combatting Covid-19, which 
Wesleyan funds have held for more than two decades, and Homeserve, which we have held since its demerger in 2004 and is now subject 
to a takeover approach. Both stocks have significantly outperformed their broad equity benchmarks. Our funds are also long-term holders 
of commercial property and our in-house Property Managers work closely with our existing tenants to secure rental income and look for 
acquisition and disposal opportunities which align to our investment beliefs. 
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OUR SUSTAINABILITY APPROACH AND STRATEGY
With ESG at its core, our Sustainability Strategy sets out our key 
principles, encompassing areas such as sustainability in our product 
offerings, our infrastructure, how we invest customers’ funds, 
support and guidance for our colleagues, and the good causes we 
support. The Sustainability Strategy drives vital behaviours and 
actions to ensure we meet our sustainability goals.

We believe that the sustainability factors of an investment asset 
are typically longer term in nature so are critical in assessing 
its long-term prospects; and we regard sustainability as a key 
component of the investment research we undertake. The 
Investments Team integrate sustainability into the investment 
decisions of all our funds as they believe it can lead to better risk-
adjusted returns, notwithstanding ESG factors may have a differing 
impact dependent on where the company operates. We take the 
same approach in integrating sustainability into the analysis of 
both equity and fixed income holdings; albeit the impact of positive 
ESG exposures can carry lower weight in the investment decision 
for fixed income investments than with equity investments.

We firmly believe that sustainable businesses will be more 
profitable in the long term, which will impact how our funds 
perform and the level of investment returns we can generate for 
those who invest with us.

To support our approach, a Sustainability Committee has been 
established, which is a sub–Board Committee and provides 
governance and oversight for sustainability activity. The 
Sustainability Committee meets monthly and receives regular 
reports on progress against sustainability objectives, as well as 
receiving updates on sustainability related risks and opportunities 
through regular and adhoc reports.

An updated Sustainable Investing Policy was implemented in 
October 2021 based on customer research and feedback. We are 
currently undertaking our annual review of the policy incorporating 
further customer feedback and research.

In 2022 a Sustainable Investing Procedure was introduced, 
which sets out how the Asset Manager’s Investments Team 
approaches meeting the expectations and requirements set out 
in our Sustainable Investing Policy, including the requirement for 
quarterly evidence-based reporting. These quarterly reports provide 
assurance to Wesleyan as the Asset Owner that the Sustainable 
Investing Policy is being followed by evidencing the actions of the 
Investments Team. A summary report of these findings is presented 
to the Investment Committee for discussion and challenge. 

We are signatories of the Principles for Responsible Investment, 
which is supported by the United Nations (UN) and outlines 
formal guidance for professional investors to align to, in order to 
invest responsibly and sustainably. We also invest in several social 
initiatives and support bodies that are dedicated to improving 
people’s lives around the world, including the Access to Medicine 
Foundation, which tackles illness in poorer countries, as well as 
direct activities managed through the Wesleyan Foundation.

OUR THREE PILLARS
Whilst sustainability is at the heart of what we do, sustainable 
investing can mean different things to different businesses. Our 
approach applies to all our directly-managed customer funds, not 
just a small selection of them. This means that our Investments 
Team have to follow our three pillar approach. Each principle has 
various rules associated with it, such as the type of businesses we 
can invest in.

Reducing harm
 

Our members and customers can 
rest assured that we will invest their 
money in businesses committed to 
reducing the negative impact they may 
have on people, communities and the 
environment.

Positive impact
  

We believe investments have the power 
to do good in the world, which is why 
we invest in companies that are actively 
involved in improving the environment, 
our society and peoples’ lives.

Driving change
 

We work with other companies and 
like-minded investors to drive positive 
change within the businesses we invest 
in, encouraging them to take steps that 
improve their sustainability and achieve 
better outcomes for the environment and 
society.

When determining the importance of ESG factors for the companies assessed, the Investments Team uses research and data supplied 
by an independent third-party ESG data provider, as well as company reports, meetings with management, and other publicly available 
information. 

We have set targets for CO2e intensity and an overall ESG score with the aim for the funds to outperform their associated benchmark 
using these measures. Targets are based on the equity and corporate bond holdings of our funds. We have chosen to exclude government 
bond and property exposure in these targets as we feel that at present there isn’t a clear, accurate and reflective means to judge the ESG 
performance of a whole country. The methodology used currently relates to two distinct elements:

 f ESG rating: each company is given a rating between 1 and 100 based on how well it performs on over 100 key ESG factors. A higher ESG 
rating reflects a company that is judged to have a smaller negative environmental, social, and governance impact versus its peers, and

 f A company’s carbon footprint: Widely acknowledged as the main human-cased contributor to global warming, this is a measure of a 
company’s carbon dioxide (and associated greenhouse gas) emissions over a set period of time.

This scrutiny of ESG factors helps highlight any specific opportunities or risks relating to the sustainability of a company or industry 
that may not be immediately apparent when solely undertaking financial analysis. As a result, we believe the analysis of a company’s 
sustainability supports the Asset Manager in determining the long-term value of an investment. This is just the start of a new chapter 
for us. Over the past year we have invested over £15m in funds focused on sustainable energy production. We own £100m in companies 
contributing to social equality and over £400m in healthcare businesses.
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Through our ownership and management of commercial property it 
is recognised that we have an impact on the environment and on a 
wide range of stakeholders. We aim to ensure our assets operate as 
sustainably as is practicable whilst maximising the financial return 
we achieve for our customers. As part of this we are developing a 
standalone ESG report for our property portfolio. The first report 
was produced internally in 2021 but we will look to produce an 
external version in the future.

A DEDICATED TEAM
The Investments Team has a dedicated Socially Responsible 
Investment (SRI) Team, set up in 2020, and extended in 2021, who 
bring the three principles of sustainable investing to life through 
their work, sharing their research findings with Investment Analysts 
to produce reports and investment recommendations for our Fund 
Managers. 

The SRI team enhances the investment process by highlighting 
areas of concern relating to a company or industry’s sustainable 
positioning, or through identifying emerging sustainable trends. 
This includes, for instance, the push to increase the energy 
efficiency of residential and commercial buildings, or the growing 
number of markets planning to ban cars with internal combustion 
engines. The purpose of the SRI team is not to immediately exclude 
companies that may have exposure to specific sustainability 
concerns, but rather to highlight the opportunities and risks open 
to these companies as a result of their exposure to both positive 
and negative ESG factors. 

The SRI Team leads on stewardship and engagement activities with 
external management teams and Boards, putting pressure on them 
when and where appropriate. This is a particular focus in companies 
where they believe change is needed and action will result in a 
more sustainable world. By engaging with external stakeholders to 
collaborate or voice their concerns, and having open dialogue with 
management teams about areas for improvement, they proactively 
try to help them improve on numerous issues. This can range from 
executive remuneration to environmental concerns, and from 
safety track records to Board diversity and independence. 

They use ESG factors to help quantify this research and challenge 
or support decisions where appropriate. This collaborative approach 
engenders rich discussions and ensures Wesleyan’s Sustainable 
Investing Procedure is applied and the Sustainable Investing Policy 
is adhered to. 

Consequently, the relationship between the SRI team and the 
broader Investments Team is collaborative in nature and enhances 
research, providing a sustainable oversight function and also 
helping to improve long-term financial returns for our clients. 
The SRI team review the sustainability of the holdings in each 
fund and share their conclusions with the whole team. Where 
the SRI team believe that the sustainability of an investment 
has not been given due consideration by an Investment Analyst 
researching a company, they are able to raise this with our Fund 
Managers directly or at the weekly Investments Research Meetings. 
This autonomy ensures the SRI team can directly influence 
the investment decisions taken by the Fund Managers and any 
companies held within our fund range.

As part of our continued commitment to sustainability, 2022 
and 2023 will see further focus on sustainability being embedded 
through every area of the organisation. We have created a carbon 
reduction roadmap to better align to our carbon neutral targets, 
which may involve an element of offsetting through credible 
channels. In addition to this, we will continue to ensure the Asset 
Manager challenges companies we are invested in to ensure they 
align with our Sustainable Investing Policy and we will focus on 
harnessing all of the good work being undertaken at Wesleyan and 
communicating that both internally and externally through regular 
updates and reporting.

‘GREEN ENERGY’ 
COMPANIES
MULTIPLE COMPANIES
Our Sustainable Investing Policy states that all directly-
invested customer funds must have at least 10% of their 
corporate bond and equity holdings in companies which 
are aligned to our customers’ view of ‘having a positive 
environmental or social impact’. 
All our in-scope funds achieved this minimum requirement 
when we launched the policy in October 2021. Since then, 
more than £10m has been invested in companies that are 
involved in infrastructure or the creation of ‘green energy’ 
(which is aligned to our Sustainable Investing Policy’s 
‘Positive Impact’ pillar). We invested in the initial public 
offerings of two companies: one that is involved in onsite 
renewable energy assets (such as solar panels installed on 
public buildings) and the other which invests in commercial-
scale energy storage. 

UTILITY COMPANIES 
WITHOUT A PLAN TO 
CEASE COAL USAGE
LARGE COMPANY
Our Sustainable Investing Policy includes a number of 
exclusions our in-scope funds must adhere to, such as 
excluding utility companies that produce electricity from 
coal without a credible plan to reduce this to nil by 2030.
Prior to the policy being in place, the Asset Manager had 
already identified companies that they believed we would 
need to divest from to satisfy the policy’s exclusions. This 
included a utility firm that was producing electricity from 
coal and didn’t have a credible plan to reduce this to nil by 
2030. As a result, we sold all the financial holdings we had in 
the company.

 2022 & 2023 will see further 
focus on sustainability embedded 
through every area of the 
organisation.
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OUR INVESTMENT STRATEGY AND THE 
IMPORTANCE WE PLACE ON STEWARDSHIP CONTINUED



Wesleyan’s in-house Investments Team manages funds on behalf 
of the Society’s customers, Wesleyan Unit Trust Managers Limited 
and the Wesleyan Staff Pension Scheme. The aim of the Team is to 
provide a cost effective, active fund management service.

THE ROLE OF THE DIRECTOR OF INVESTMENTS
The Team is led by Martin Lawrence, Director of Investments, 
who is a member of the Society’s Group Executive Committee 
and a Senior Manager Controlled Function Holder. To reinforce 
the strategic role the Investments Team plays in implementing 
Wesleyan’s strategy, Martin reports directly to the Group Chief 
Executive Officer. He has no fund management responsibilities in 
order to enhance accountability and oversight of the whole range 
of Wesleyan Funds.

Martin is primarily supported by Marc O’Sullivan, Head of 
Investments, and Joe Curlett, Head of Property, who in turn 
manage a team of 20 Fund Managers, Analysts, Property 
Specialists, support staff, and an Investment Communications 
Manager. Profiles of the Team can be found in Appendix A. 

SUSTAINABILITY AND REMUNERATION
Rewards within the Investments Team are benchmarked periodically 
to the market to ensure they remain competitive, and attract and 
retain the right calibre of staff. Remuneration is made up of fixed 
pay (i.e. base salary, pension and benefits) and annual performance 
related pay.

Decisions about remuneration are made taking into consideration 
the long-term interests and sustainability of the Society, the funds it 
manages and our members. Measurements of performance include 
mechanisms to consider all types of current and future risks. 

The Director of Investments is eligible to receive bonus payments 
under the Executive Variable Pay Scheme and Long-Term Incentive 
Plans, details of which can be found in the Directors’ Remuneration 
Report within our Annual Report and Accounts. 

An Investments Bonus Scheme is in place for all members of the 
Investments Team except the Director of Investments, Investment 
Communications Manager, and support staff. The Investments 
Bonus Scheme assesses personal and team performance against a 
balanced scorecard of measures aligned to our strategic priorities - 
we each have individual scorecards, but also share a team one. 

Fund benchmarks are reviewed annually and performance 
against these and sustainable investment targets are measures 
included within the balanced scorecard to assess bonuses. The 
investment performance benchmarks are reviewed and approved 
by the Investment Committee annually and overseen by the 
Remuneration Committee. A Sub-Committee is in place to assess 
performance against the Investments Bonus Scheme and ensure 
that independent verification is carried out on performance data.

Investments Team support staff and the Investments 
Communications Manager are incentivised through participation in 
the wider Wesleyan Employee Bonus Scheme. 

We reflect our strategic priorities within our remuneration 
strategy. For example, the 2022 Incentive Plan for the Executive 
Management team includes a target to reduce our operational 
carbon footprint by 55% by the end of 2022 relative to 2020 levels. 
The Investments Team bonus scheme is also linked to targets 
for ESG and carbon footprint against benchmark for the relevant 
investment funds.
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HOW WE ENCOURAGE STRONG  
STEWARDSHIP WITHIN WESLEYAN



Dan Gamson, Group Sustainability Manager, will lead on furthering 
Wesleyan’s sustainability practices. Jazz Sehmi, Equality, Diversity 
and Inclusion Manager will focus on enhancing Wesleyan’s 
inclusivity, and Jacob Ayre, Community and Citizenship Officer 
will boost the Society’s social responsibility, leading on charity, 
volunteering, and social mobility in communities. 

We were delighted to win awards for both ‘Championing Social 
Mobility’ and ‘Championing Gender Diversity’ at FT Adviser’s 
Diversity in Finance Awards 2021 and rose more than 100 places in 
the Stonewall Equality Index between 2021 and 2022. 

In 2017 Wesleyan launched the Wesleyan Foundation as part of 
our commitment to supporting great causes that are important to 
our members and the communities in which they live and work. 
The Foundation has since donated £4.3m and has supported over 
100,000 people across 500 different groups. 

We have also provided Board training using Chapter Zero’s 
Directors’ Climate Journey, which maps out an eight-step path for 
Non-Executive Directors (NEDs) to increase their understanding 
of climate change. This journey aims to support our NEDs to have 
informed and effective boardroom discussions about climate 
change, to encourage debate on the impacts on our business, and 
to help them lead the Society’s strategic response to climate-
related risks and opportunities. This also supports their assessment 
of Executive progress and commitment, supporting remuneration 
decisions.

WIDER STEWARDSHIP WITHIN WESLEYAN
As a mutual, we have a long history of doing the right thing for our members and communities, and we believe stewardship goes beyond 
just the investments we make. To meet our Sustainability Strategy and climate-related commitments, we have either adopted or 
committed to meet certain standards and have affiliated ourselves with organisations that share our sustainability goals; some of the key 
ones are listed below:

Climate-related Standards and 
Organisations

How Wesleyan is Responding

UN Principles for Responsible 
Investment (PRI)

As a PRI member and signatory, we are fully committed to responsible investment; our 
Sustainable Investing policy is aligned to the six UN Principles for Responsible Investment

Climate Action 100+ Through the PRI, we support this investor led initiative to ensure the world’s largest corporate 
greenhouse gas emitters take necessary action on climate change

Financial Reporting Council 
(FRC) Stewardship Code 2020

As part of our “Driving Change” strategy, we commit to meeting the standards of the new 
Stewardship Code. We were accepted as a signatory to the UK Stewardship Code in March 2022 
by the Financial Reporting Council, showing we met expected standards of reporting in 2021

Task Force on Climate-related 
Financial Disclosures (TCFD)

We are aiming to implement the TCFD’s recommendations in full for the end of 2022 
reporting cycle

Greenhouse Gas (GHG) Protocol We comply with this standard when accounting for greenhouse gas (including carbon) emissions 
and ensure it is used as the basis for the calculation of our carbon footprint

ISO 14001 Environmental 
Management Systems Standard

Working in the spirit of this standard helps us build an effective environmental management 
system (EMS) to improve the environmental performance of our business operations

UN Sustainable 
Development Goals

We target our CSR (Corporate Social Responsibility) activity towards meeting the United Nations 
Sustainable Development Goals (SDGs) most appropriate to Wesleyan

 Stewardship goes beyond just 
the investments we make.
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HOW WE ENCOURAGE STRONG  
STEWARDSHIP WITHIN WESLEYAN CONTINUED



Strong governance is key to our business model, which seeks to be a lifelong partner to our customers and brilliant to do business with 
through the maintenance and enhancement of our in-house management capability. 

THE SOCIETY’S GOVERNANCE MODEL

The Society’s existing Governance arrangements relating to the management of risk are set out below

*  Meets as required to 
consider exceptional 
items between 
scheduled Board 
Meetings

31 December 2021

BOARD OF DIRECTORS

FIRST LINE OF DEFENCE
Day to Day Management & Control of Risks

SECOND LINE 
OF DEFENCE
Challenge & 

oversight

THIRD LINE 
OF DEFENCE
Independent 

assurance
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FOR HIGH QUALITY STEWARDSHIP



HOW OUR COMMITTEE STRUCTURE  
SUPPORTS STRONG STEWARDSHIP
The Wesleyan Board has overall responsibility for our Sustainability 
Strategy. Operational responsibility for implementing it (including 
managing climate-related financial risks) has been allocated to 
the Chief Risk Officer, who also chairs the Society’s Sustainability 
Committee.

The Sustainability Committee meets monthly to specifically review 
matters relating to sustainability and stewardship, with attendees 
from our Investments, Risk and Product Strategy teams. The 
Committee provides a report to the Group Executive Committee 
and Investment Committee on its activities and is supported by a 
monthly Stewardship Working Group which monitors stewardship 
matters and activities at an operational level. 

Over the past 18 months, we have reaffirmed the roles of the Asset 
Owner and Asset Manager within our investment governance 
structure and embedded these roles within day-to-day activity. 
This has included clearly defining the role played by the Boards 
of the Society and Wesleyan Unit Trust Managers (WUTM) in 
setting our Investment and Sustainability strategies and the 
committee structure supporting the Boards in overseeing their 
implementation. This has included the development of a strategy 
to facilitate further rigour in the oversight process by developing 
the capability of our Middle Office function.

The Group Executive Committee, the Boards of the Society and 
WUTM, and the With Profits Committee also receive regular 
updates and provide challenge as appropriate on investment 
and stewardship activity. Independent assurance on investment-
related MI and reports is provided by the Middle Office function 
and monthly Investment Governance meetings. The Society’s Risk 
Committee assists the Board in setting an appropriate risk appetite 
across market, liquidity and credit risks. 

Our established Investment Committee, comprised of non-
executive and executive members, is chaired by an independent 
Non-Executive Director. The Committee meets four times a year to 
provide oversight on investment strategy, performance, governance 
matters and to monitor that our investments are managed in 
line with our Sustainable Investing Policy. An update from each 
meeting is provided to the Boards of the Society and WUTM. The 
Committee is outward facing and receives updates from external 
speakers on areas such as sustainability, investment strategy and 
economic outlook.  The Committee also reviews the Stewardship 
Report prior to its approval by the Board.

Stewardship is one of our Sustainable Investing Principles under 
the ‘Driving Change’ pillar and both the Investment Committee 
and the Sustainability Committee receive regular updates on 
our stewardship activities. Response to climate change is a key 
factor considered when monitoring investee companies, which 
influences how the Asset Manager decides to exercise our voting 
rights and whether they provide challenge to senior management 
of these firms.

The Investments Team holds weekly meetings to discuss the 
implementation of the Investment Strategy at a tactical level, as 
well as corporate governance and sustainability matters. 

WHAT ARE THE KEY TOPICS DISCUSSED?
Key matters discussed at Board, Investment Committee and other 
governance committees during 2021 and 2022 included:

 f Regular review of investment strategy and performance. 
Any changes to the investment approach taken are governed 
through the Society and WUTM Boards, including setting 
fund benchmarks to ensure they are long term and remain 
appropriate for our customers, with the Investment Committee 
giving support to provide oversight and challenge.

 f Review, challenge and agreement to strategic Investment 
Beliefs and tactical Statements of Investment Principles. 
The Investment Beliefs Policy was reviewed and updated in 
December 2021 to develop existing elements and to include 
effective stewardship as a key belief. As the With Profits Fund 
recovered in 2021 from the worst impacts of Covid-19 we took 
the opportunity to reassess its asset allocation and the Board 
approved some changes to its strategy, including increasing the 
geographical diversification of the equity portfolio.

 f Strategy, and monitoring of progress, to reduce our carbon 
footprint also received Board attention with a commitment 
for us to be operationally carbon neutral by 2023. Activity 
underway includes plans to reduce car usage, introduction of a 
staff salary sacrifice scheme to encourage use of electric cars 
and a move to powering Head Office though renewable energy 
alone. A firm commitment has also been made to make our 
investment portfolio carbon neutral by 2050, at the latest.

 f WUTM Board reviewed its Value for Money Assessment Reports 
for customers to ensure its funds are offering value for money 
across seven criteria prescribed by the Financial Conduct 
Authority (FCA) and published its findings in a client facing 
report. Where areas of improvement were identified clear 
actions have been put in place to improve the position for the 
benefit of customers.

 f Discussion and agreement of the approach taken on ESG 
matters including the agreement of a Sustainable Investing 
Policy, to improve the sustainability of our investments. The 
Policy reflects the results of customer research and feedback 
and is applied to the investment of assets for customers. 

Targets have now been set to measure the sustainable performance 
of our funds and these are monitored on a regular basis. This 
includes each fund having an ESG rating which is above the 
benchmark selected for the fund and the fund’s carbon intensity 
being below the selected benchmark. All funds adhere to the 
‘Reducing Harm’ and ‘Positive Impact’ requirements and significant 
progress has been made in meeting the ‘Driving Change’ priority. 
All funds met their ESG rating target and all but one fund met the 
carbon intensity target. Actions to address this were agreed and 
progressed during the period.

Included in our work to enhance sustainability, we monitor the 
latest market developments for sustainability activity from our 
customers, competitors, regulators, and any legal developments; 
this helps us to assess any reputational risks and prioritise our 
sustainability work. 

We validate our Sustainable Investing Policy and how our current 
approach to allow for ESG and carbon footprint ratings in 
investment decisions compares to other firms in our industry.

We have also reviewed sustainability messages in customer 
brochures and other marketing material, analysing customer 
and colleague feedback on sustainability, and contributing to 
external climate-related surveys and development of corporate 
communications on sustainability.
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We were  
pleased that  
we were  
awarded the 
‘Responsible 
Investor of the  
Year’ at the 
Insurance Assets 
Risk Awards  
in March  
2022. 
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The Investments Team actively manage approximately £8bn of 
assets on behalf of the Society and its customers. We have over 
78,000 Society members, and over 260,000 customers have a 
Wesleyan product. As we do not have shareholders, our customers 
and members are central to our decision making. 

MEETING OUR CUSTOMERS’ NEEDS
We offer a range of financial products to retail customers within 
the UK and provide advice to help them find the best ones to 
meet their requirements. The nature of our customers’ professions 
mean that they have an average age of 55, and we take this into 
account when making decisions, ensuring that our products meet 
their needs. We also have a small number of corporate investors 
who have products through our Wesleyan Unit Trust Managers 
(WUTM) fund range. We operate a With Profits Fund, unit linked 
and unit trust investments, which can be bought through a variety 
of wrappers including personal pension products. We are long-term 
investors and look for ways to enhance customer investments, over 
a 5-year period at the very least. 

Meeting our customers’ needs is paramount in developing an 
appropriate investment strategy and to our approach to sustainable 
investing and stewardship. We regularly engage with our members 
through our Advisory Boards made up of representatives from our 
core segments in the medical, dental and teaching professions. 
This, along with our own research, provides a mechanism for us to 
understand the challenges and needs of our customers, including in 
relation to sustainability and other key investing matters. Members 
of these segments also periodically attend our Board meetings 
to provide further insights. In 2021 we appointed a practising GP, 
Harpreet Sood, to be a Non-Executive Director on the Board to 
further tighten these links to our members. 

MEETING CUSTOMER EXPECTATIONS ON 
SUSTAINABILITY
Updates to our approach are, and will continue to be, tested 
with customer panels. We undertake regular customer research 
on sustainable investing and proactively look for feedback from 
customers and our Specialist Financial Advisers to ensure our 
Sustainable Investing Policy is reflective of our customers’ views. 
This research informs how we drive change as stewardship 
continues to evolve, and how we keep pace with customer needs 
and expectations.

Recent research conducted directly with customers has confirmed 
that sustainability is personal to each individual and that a single 
specialist fund is not required for sustainable investment. The 
majority of our customers tell us they agree with our approach to 
sustainable investing and would rather all our funds be sustainable 
and aligned to our mutuality ethos, than for us to have specific 
sustainable funds. Our research has also highlighted that over 60% 
of investors are not worried about any potential perceived trade-off 
between returns and ‘doing good’. 

Of course, some investors would like us to go further, and we 
will continue to explore options to make this possible, including 
commissioning a detailed piece of research in late summer 2022 to 
ensure we are still meeting customers’ stewardship expectations.

In October 2021, following customer research, we relaunched our 
Sustainable Investment Strategy and associated Policy, which direct 
our approach to stewardship, particularly in relation to activities 
that focus on encouraging investee companies to become more 
sustainable. 

Activity to implement this customer-led strategy in 2021 led 
to divestment of over £40m in stocks no longer aligned to 
our Sustainable Investing Policy, including Chevron and Exxon 
Mobil. Listening to our customers helped shape our strategy 
and ultimately our investment decisions. The effectiveness of 
our engagement with customers is regularly monitored by our 
Customer Committee and key results fed through to our Executive 
Committees and Board, with appropriate actions agreed to address 
any areas for improvement.

We recognise that we may have financial exposure to firms that 
could be considered to have specific negative sustainability issues, 
which some of our customers may believe is incompatible with 
our stance on sustainability. The long-term investing time horizon 
naturally gives rise to greater weight being placed on sustainability 
concerns, which are monitored and assessed through ESG-focused 
research conducted by the Asset Manager and at a more in-depth 
level by our Socially Responsible Investment (SRI) Team. This means 
the companies we invest in are likely to be more sustainable than 
their peers.

28%
fossil  
fuels

22%
medical  

discovery

38%
transitioning to  

green energy

26%
civilian  

firearms

22%
military  

armaments

74%
of survey respondents 

said they would invest in 
funds which specifically 

have sustainability at 
the heart

61%
of survey respondents 

answered that they would 
accept a smaller/lower 

return if it improved 
society overall

Top industries to avoid Top industries to invest in

20-40%
was the most popular  

option when respondents  
were asked how much of  
their portfolio they would  

invest in ESG funds

26%
funding social 

development and 
mobility
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If an investee company fails to engage or take action to improve 
their sustainability after we have raised concerns, we will ultimately 
look to divest. We will also exclude certain investments which we 
feel are unsuitable and allocate a percentage of our assets under 
management (AUM) to invest in ways to help wider society while 
also generating returns. 

We are always looking for ways to communicate our sustainable 
position to customers more clearly. Information on our approach 
is available to customers on our website (www.wesleyan.co.uk/
savings-and-investments/sustainable-investing) and we include 
information in our annual report and accounts which is sent to all 
members. 

The Investments Team has worked with Specialist Financial Advisers 
from Wesleyan Financial Services to improve their knowledge of 
our investment range and outlook, and provide updates on our 
sustainable investing activities, to ensure that they can continue 
to have meaningful conversations with their customers about our 
approach to stewardship and meet customer needs every time they 
interact with a customer.

HOW WE ENSURE CONFLICTS DO NOT  
IMPACT CUSTOMERS’ NEEDS
We are fully committed to the highest levels of integrity and 
governance in doing business and ultimately in treating our 
customers fairly and consistently. Potential conflicts of interest 
may exist between the Society and the funds managed on behalf 
of our customers and between different funds. We do not believe 
stewardship activity is any different, and potential conflicts here 
are mitigated as no individual has full responsibility for stewardship 
and engagement activity.

We have a Conflicts of Interest and Anti-Bribery Policy in place 
which all members of staff are required to read and adhere to, 
and is available on our website (www.wesleyan.co.uk/about/
corporate-governance). Our policy is to take all reasonable steps to 
identify and manage conflicts of interest and always to act in the 
best interest of our customers, so that transactions are effected 
on terms which are not less favourable to the client than if the 
conflict had not existed. Any conflicts of interest are logged, and 
management of conflicts are monitored by our Risk Team.

In addition, policies exist for the management of Gifts and 
Hospitality, Corporate Voting, Personal Account Dealing, 
Market Abuse (including access to non-public, market sensitive 
information) and Best Execution of investment transactions. 
These policies are reviewed and are updated annually and 
require procedures to be in place to identify and report conflicts. 
Failure to adhere to the policies would be treated very seriously. 
Responsibility for ensuring that our systems, controls and 
procedures are adequate to identify, manage and monitor conflicts 
of interest, and for ensuring that staff are aware of the aspects 
of the policies relevant to them, lies with senior management. 
Mandatory training is conducted on a periodic basis in relation to 
key topics such as Conduct Risk, Vulnerable Customers, Financial 
Crime and Market Abuse.

We operate a ‘three lines of defence’ model for identifying and 
managing risk, with business areas being the first line, the Risk 
and Regulatory Team the second line, and Corporate Audit as the 
third. The Chief Product Officer is responsible for the Statements 
of Investment Principles for our fund range and the Sustainable 
Investing Policy.

DIVESTMENT OF 
COMPANIES BREACHING 
OUR EXCLUSIONS
MULTIPLE COMPANIES
Under our Sustainable Investing Policy’s ‘Reducing Harm’ 
pillar we introduced new requirements for holdings in 
companies in the oil and gas sector. 

One such requirement was for companies in this sector to 
have comprehensive public plans to reduce their climate 
impact and have a commitment to be net zero by 2050. 
In April 2021, (prior to launching our policy) the Asset 
Manager’s oil and gas sector Investment Analyst evaluated 
all companies we had exposure to against this requirement 
and found a number of companies that were not as far along 
this path as we would have liked them to have been, so the 
Asset Manager decided to divest our full holdings – worth a 
combined £15m. 

We review companies we’ve divested from annually to see 
if they’ve made sufficient improvements which means they 
are no longer breaching the exclusion to be net zero by 2050. 
If we feel they are making progress, the Asset Manager can 
look to invest in them once again.

When engaging with companies, Wesleyan has a strong preference 
to not be privy to non-public, market sensitive information, as this 
restricts our ability to trade in the company. An example would 
be if an investee company gave us advance notice of a particular 
course of action which they intend to follow. However, from 
time to time it may be appropriate for us to voluntarily agree to 
be given such information in order to aid in our discussion with 
management.

At the Investments Team’s Weekly Administrative Meeting, 
members are asked to identify and disclose any conflicts that 
may have arisen, e.g. if a member of staff owns a stock which 
is of interest. Investment research is also shared amongst fund 
managers so that it is equally available to all.

Our Risk team has responsibility for monitoring adherence to 
policies where conflicts may arise within our Investments Team, 
such as instances where personal account investment deals are 
placed or where third parties offer gifts or hospitality to team 
members. Any conflicts which may occur as a result of trading 
between funds or where there is a potential for market abuse to 
arise is also reviewed by our Risk team. All activity and outcomes 
covering conflict of interest monitoring is detailed within quarterly 
reports to our Investment Committee. Whilst not specific to our 
stewardship activities, if any conflicts related to our stewardship 
activities were to arise in this area they would be reported formally 
as part of this report.
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We have a responsibility to act as sound stewards of our customers’ 
investments. As set out in our Shareholder Engagement Policy, we 
believe this means considering both financial and non-financial 
considerations, including environmental, social and governance 
(ESG) factors that companies may have exposure to. We also have 
an important role to play in supporting the companies we invest in, 
to help them become more sustainable. 

OUR APPROACH TO ENGAGEMENT
We firmly believe that a key element of sound stewardship is 
engaging with companies we are invested in, or plan to invest in, 
and that this is the most effective way to encourage them to make 
the changes we believe are needed to create value for shareholders, 
improve their ESG performance, and create sustainable value for 
wider society. Consequently, engaging with potential and existing 
investee companies is a key priority for Wesleyan, as it can have 
the dual benefit of improving customer returns and creating a 
better world.

Our approach is set out in our Stewardship and Engagement 
Policy, which was revised in 2021 to incorporate changes made 
to Wesleyan’s Sustainable Investing Policy. Open dialogue 
allows the Investments Team to further their understanding of 
investee companies’ strategy, give feedback on any concerns they 
may have, and encourage change that may lead to improved 
outcomes for stakeholders. Whilst recognising the benefits of 
engagement, to engage with all companies we invest in is likely 
to lead to insufficient time being dedicated to each engagement 
and a lower likelihood of successful outcomes, so our Sustainable 
Investing Policy sets out priority areas of engagement under the 
‘Driving Change’ pillar, and we believe these to be in line with our 
customers key concerns. 

HOW WE DECIDE WHEN TO ENGAGE
In deciding which companies to engage with and on what issues, 
the Investments Team balance those issues they believe will have 
the greatest impact with those that are most likely to be realised. 
In doing so they can have the greatest positive impact for our 
customers and drive the greatest positive change for wider society. 

During the previous reporting period, we undertook customer 
research to understand the ESG concerns of our customers. We 
found the areas of most concern to be carbon-emissions, and the 
diversity and equality of the firms we invest in. The Investments 
Team therefore prioritise exploring developments at companies 
such as those in the carbon-intensive sectors of Mining, Oil & Gas, 
and Utilities; and companies that have lower levels of diversity.

The Investments Team undertakes its own research into the 
companies it invests in or may potentially invest in to highlight 
aspects of a company’s or industry’s operations that they believe, 
through engagement, they could bring about positive change for 
shareholders or broader stakeholders. They also use information 
provided by our ESG data service provider to help highlight those 
companies whose exposures or practices are of particular concern.

The team adopt the same approach to engagement across all 
holdings in our funds, regardless of sector or geography. However, 
we recognise we have greater potential to achieve more positive 
change in those companies where we have a greater financial 
interest. We make no distinction in our approach between those 
companies where we hold equities or bonds although we are able 
to exert greater influence through equity holdings as we have the 
ability to vote at company meetings. 

AN INVESTMENT COMPANY
SMALL COMPANY
In May 2021, the Asset Manager reviewed the company’s 
AGM items as we held a relatively material proportion 
of the company’s shares. They noted that due to a Non-
Executive Director stepping down from the Board the gender 
diversity of the Board was set to decline significantly. Our 
Sustainable Investing Policy sets out Diversity and Equality 
as an engagement priority. Coupled with our large relative 
holding, the Asset Manager chose to write to the company 
to understand what steps they were taking to ensure a level 
playing field for applicants of all genders and backgrounds. 
They also wanted to know how they were encouraging 
under-represented groups to consider a role on their 
company Board.

The response received from the company on the matter 
failed to provide any details as to their approach to improve 
the diversity of the Board. The Asset Manager felt this didn’t 
address their concerns and as a result decided to vote against 
the re-election of the Nomination Committee Chair. 

A number of other investors voted in the same way, and 
although the Nomination Committee Chair secured enough 
votes to remain in post, the Asset Manager felt it sent a clear 
message: that the current approach was unacceptable.

It was pleasing to see that in October 2021 the company 
announced two new directors, which improved the 
diversity of the Board. We feel this is a good result and the 
Investments Team will continue to engage with them in the 
future, to see what improvements they make to their Board 
recruitment processes.

HOW WE ENGAGE
The predominant way the Investments Team engage with 
companies is through in-person meetings. This creates the best 
opportunity for open dialogue and to discuss our concerns or 
suggestions directly. While the team believe this continues to be 
the most effective communication channel, the availability of 
company management may mean engagement is not timely, or 
conversations could be more fruitful had they received some initial 
feedback from management prior to meeting. With this in mind, 
they have chosen to make greater use of written communication 
and plan to reach out to more companies this way. They will use 
initial responses to better select those companies to engage with 
face to face. 

Over the period from 1 July 2021 to 30 June 2022, the Investments 
Team undertook almost 200 company engagements with the 
majority of these taking place with the management of the 
company. Having reviewed the topics of our engagement during 
the previous period, they felt that, whilst strategy is crucial 
in understanding how a company will perform, they needed 
more focus on environmental and social issues. Changes to our 
Sustainable Investing Policy and Stewardship and Engagement 
Policy, and increasing the size of the Socially Responsible 
Investment (SRI) Team, helped them achieve this. It resulted in a 
near doubling of meetings where environmental and social issues 
were discussed. Whilst strategy is likely to remain the key topic in 
most company meetings, we hope to see further progress made by 
the Investments Team in discussing ESG issues in future years. 
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A MINING EQUIPMENT COMPANY
LARGE COMPANY
Although our shareholding in this company is relatively large, our financial interest is small, meaning the Asset Manager wouldn’t 
ordinarily engage with them on ESG matters or review their AGM items. However, our Stewardship and Engagement Policy 
requires the Asset Manager to review AGMs containing noteworthy content on climate change. This topic is also a key component 
of our Sustainable Investing Policy under the pillar of ‘Driving Change’. 

The company’s 2021 AGM included a shareholder proposal for them to produce a report on climate policy and provide 
greater disclosure on their climate policies and performance improvement targets. The Asset Manager felt these aligned to 
the requirements set out in our own Sustainable Investing Policy, and Stewardship and Engagement Policy. They voted for the 
shareholder proposal but, unfortunately, it gathered insufficient support for it to become a requirement.

Recognising our limits but wanting to do more to encourage the company to take on more climate change initiatives, in August 
2021, we joined a collaborative organisation focused on getting companies such as this one to reduce their climate footprint. 

In the meantime, the company announced they were to include ESG KPIs (Key Performance Indicators) in their 2022 Executive 
Remuneration. They also created a new position of Chief Sustainability & Strategy Officer, and they have pledged to start Task 
Force on Climate-related Financial Disclosures (TCFD) reporting in 2023, to enhance their sustainability reporting. 

As part of the work we had already done with the collaborative organisation, we met with the company to discuss the actions 
they were taking to combat climate change in their own operations and their customers’ operations. As a group, we encouraged 
them to be more aggressive with their disclosures and target setting.

At their 2022 AGM, the Board supported a shareholder resolution to produce a report on the company’s alignment to the  
Paris Agreement’s goals for greenhouse emissions. The Asset Manager voted in favour of this item, and it was carried.  
This was a pleasing outcome that we do not believe would have occurred without collaborative engagement from  
ourselves and other investors.
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TAKING CONCERNS FURTHER 
Where the Investments Team have concerns regarding specific 
topics or the general approach adopted by companies we invest 
in, they may choose to escalate their concerns. Their approach to 
escalation is determined by their level of concern and our financial 
interest in the company.

Where the Investments Team have concerns regarding the strategy 
of a firm or their approach to ESG, it may be more productive to 
write to the company in the first instance. Where the response to 
written communication fails to alleviate initial concerns, the team 
will then reach out to management or investor relations asking to 
discuss the matter in more detail. 

They may choose to reach out directly to management or investor 
relations at the outset - where the level of concern is particularly 
high and we have a material financial interest in the company. 
Instances where this is more likely to occur are when a company’s 
business conduct has fallen short of our expectations, which may 
relate to what we see as a poor material strategic decision (e.g. 
‘overpaying’ for an acquisition), or where a company is performing 
poorly on one of the engagement criteria listed in the ‘Driving 
Change’ pillar of our Sustainable Investing Policy. 

In cases where we have a material financial interest in the company 
and the outcome of meeting management or investor relations 
does not alleviate our concerns sufficiently, the Investments 
Team may choose to contact the relevant independent Director. 
If the company then fails to respond to concerns or where the 
team believe the rationale provided by the company remains 
unsatisfactory, they may withhold our vote or vote against related 
items, or Directors, at the company’s AGM. In extreme cases they 
may choose to divest our holdings in the company.

In cases where our financial interest is limited and the Investments 
Team have significant concerns which are not assuaged by initial 
contact, the approach is likely to be more straightforward. They 
may then contact the company to discuss any issues we have; 
however, they may feel that due to the size of our small holding, 
a meeting is unlikely to lead to a beneficial outcome and be an 
unproductive use of time. If this is the case, they may choose to 
abstain or vote against related items/Directors at the company’s 
AGM, or sell our interest. In cases where we have minor concerns 
regarding the strategy or environmental and social performance of 
a company, and a small relative shareholding, the team are more 
likely to abstain or vote against related AGM items than engage in 
the resource-intensive activity of meeting with management.

We believe these two approaches lead to the best outcomes for 
our customers. By escalating and engaging where we can use our 
influence and have the greatest impact, we are making the best use 
of the resources we have at our disposal.

There is no exhaustive list of concerns that we feel warrant 
escalation, but items we have engaged upon in the past include 
governance failures, climate change strategies, executive 
remuneration and continuation votes.

We adopt a similar approach across all our funds and geographies, 
albeit our UK bias means we are more likely to escalate issues with 
UK listed companies, as a result of the greater financial interest 
we hold in this region. We try to influence the issuers of bonds we 
hold in the same way as equities; however, in cases where we do 
not also hold equity in a company, we are unable to vote on related 
items at a company’s AGM so have less immediate influence, but 
the option to divest still remains.

COLLABORATION WITH OTHER INVESTORS
Typically, the team engage privately with a company; however, 
there are instances where they believe collaborating with other 
investors or organisations would be beneficial.

The situations that we believe warrant collaboration are broad but 
may include: 

 f instances where we feel another investor has raised a matter 
that we believe merits exploration; 

 f or where we feel we need to exert greater pressure on the 
company to act, for instance where management are failing to 
give our views due consideration, 

 f or where we are a relatively small investor and are looking to 
encourage a company to adopt a specific stance or action.

Through specialist research, the SRI Team have furthered their 
understanding of the negative environmental impact that our 
investee companies have on the world, and how they can adapt to 
mitigate it. However, many of the largest polluters are also some 
of the world’s largest companies, meaning we typically have a 
relatively small holding in the company and engaging successfully 
can be more difficult. If we fail to engage with these companies, we 
miss the opportunity to encourage the change that would have the 
greatest positive impact on the world.

Therefore, where we have a small relative holding, but the 
Investments Team believe successful engagement would generate a 
positive benefit for our clients and wider society, they may choose 
to collaborate with like-minded investors through membership of 
organisations who share a similar ethos to us. 

To this effect, Wesleyan have become signatories of a number 
of collaborative organisations, including the Access to Medicine 
Foundation (AMF), an organisation that encourages and guides 
pharmaceutical companies to do more for people living in low- 
and middle-income countries with limited access to medicine. 
We believe the aims of the AMF complement our customers’ 
views, as it encourages a reduction in the negative impact of 
the pharmaceutical firms we invest in. We have already started 
to effectively integrate the AMF’s specialist research into our 
assessment of pharmaceutical firms’ environmental and social 
impacts. In time we hope to fully incorporate it into our investment 
decisions and company engagement.

We believe engagement, rather than exclusion, results in the best 
outcomes for customers and wider stakeholders. By investing in 
and engaging with a company, we are able to encourage the ‘right’ 
activities and practices. Divesting or withholding investment in a 
company can be effective, but in general we believe it does little to 
foster the correct response from a company and the opposite may 
even occur, as less environmentally or socially conscious investors 
could then become a larger proportion of the investor base.

 Engaging with potential and 
existing investee companies is a key 
priority for Wesleyan.
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A FINANCIAL  
SERVICES COMPANY
MEDIUM COMPANY
In February 2021 the Asset Manager voted against the Remuneration 
Report item at the company’s Annual General Meeting (AGM), as the team 
had concerns regarding the level of and justification for a full payment of 
the qualitative personal performance targets for the Chief Executive Officer 
and Chief Financial Officer. They felt the rationale provided for a full pay-
out was limited, as the actions provided as justification described ‘business 
as usual’ tasks, rather than ‘aspirational and stretching’ targets. As a result, 
the Asset Manager felt they should be rewarded through base salary and 
not through the bonus scheme.

Later the same month they met with the company’s Remuneration 
Committee Chair to convey their concerns. Their comments were noted by 
the Remuneration Committee Chair and the company showed a willingness 
to provide greater detail in the next remuneration report and introduce 
more fitting personal targets at the next opportunity.

A year later, in February 2022, the Asset Manager met with the 
Remuneration Committee Chair again to discuss their forthcoming AGM. At 
this meeting, they still felt serious failings remained and voted against the 
proposal at the AGM. To reinforce their point, they also abstained on the 
re-election of the Remuneration Committee Chair.

Following the meeting, the Asset Manager sent the company 
recommendations of how to achieve best practice in qualitative 
performance target setting and disclosure. We’re pleased that some 
progress has been made in allaying these concerns, and we hope to see 
further progress made at their 2023 AGM.

Method of engagement

PRIVATE MEETING

2021

GROUP MEETING

2022

What we engaged on

47

54

2022
2021

72

5

Strategy
Environment
Social
Compensation
Board Capability/Independence

15

7 2

53

46

2022
2021

18

Strategy
Environment
Social
Compensation
Board Capability/Independence

5
4 1

72
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AN AEROSPACE COMPANY
SMALL COMPANY
We have a material equity holding in the company and the Asset Manager has regular dialogue with management. 

In October 2020, the Investments Team were contacted by the Chair of the Remuneration Committee at the company who was 
asking for feedback on proposed changes to their remuneration policy, prior to seeking approval at their AGM in Spring 2021. 
Whilst the policy was a step in the right direction, the team felt it still fell short of best practice and felt it prudent to push for 
more aggressive change as it would be another three years before the policy review.

In January 2021 the Asset Manager received a letter from the Chair which set out alterations that had been made to the 
Remuneration Policy in response to feedback. This included:

 f the length of time ex-Executives have to hold company shares after leaving the business was increased to meet industry 
standards 

 f the number of shares ex-Executives are able to hold after leaving the business was increased to meet industry standards, and
 f pension arrangements for incumbent Executive Directors were to align with the majority of the workforce by January 2024.

At the AGM in April 2021, the Asset Manager chose to abstain from approval of the Remuneration Policy because they still didn’t 
think that the package in place for Executives was justifiable against the impact they had on the company’s performance. Their 
reason for ‘abstaining’ rather than ‘voting against’ was because they had seen some improvements made within the policy. 

In July 2021, the Asset Manager met with the company’s Chair and their HR Director to communicate their remaining issues with 
the policy. However, the company felt they couldn’t align the pension arrangements with the workforce more quickly as this 
would alienate the existing management. 

In April 2022, the Asset Manager contacted the company to discuss their ongoing concerns with the application of their 
Remuneration Policy and the implications for their Remuneration Reports, which were to be voted for at their AGM later that 
month. They met with the Chair again to discuss what they felt were, in hindsight, easy to hit annual targets (set during a Covid 19 
lockdown) and the lack of downwards discretion applied for the bonus provided for these financial targets. 

The conversation failed to satisfy their concerns and they abstained on the Remuneration Reports item at the April 2022 AGM. 
They also informed the company that in future they would be voting against the Remuneration Chair’s re-election if they felt 
discretion was poorly applied. They felt the financial targets were too easy, and the company should have reduced the bonus 
payment to reflect the economic reality at the time.

Overall, this was a useful exercise in stewardship, and we feel the Asset Manager made our views heard. We hope that, in future, 
the remuneration provided to Executives is more reflective of the impact they have had on the performance of the company.
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Exercising our rights as investors in companies is an essential part 
of effective stewardship and asset management. As a result, we 
look to exercise our voting rights wherever possible to promote best 
practice and improve the sustainability of those companies we are 
invested in. The Investments Team may outsource decision-making 
on specific votes to allow them to focus on areas they believe are 
of greater benefit to our customers. In these instances, they use 
the services of a specialist proxy service provider. Their selected 
service provider applies a sustainability policy when providing voting 
recommendations, which ensures the voting applied more accurately 
reflects their views and those of our customers.

OUR APPROACH TO VOTING
Voting is the culmination of a detailed understanding of investee 
companies’ operations and strategy, and where the Investments 
Team believe it is the best use of resources they look to engage and 
escalate issues prior to voting contrary to management guidance.

The majority of votes undertaken relate to our equity investments, 
and these predominantly occur at the AGM of the companies we 
invest in. We endeavour to vote at all proposals and in the year 
to 30 June 2022 we voted at over 95% of all corporate proposals 
relating to our equity interests. Instances where we have not voted 
are predominantly because of power of attorney or share blocking 
requirements.

Our custodian periodically provides our proxy service provider with 
a list of our holdings. The Investments Team undertake manual 
validation to confirm all our holdings are being correctly recorded, 
and our voting rights are correctly displayed and applied.

The team monitor the occurrence of voting opportunities on a 
weekly basis, which provides line-of-sight on upcoming votes and 
the opportunity to discuss any voting items they deem controversial. 
This ensures they are aware of impending votes when they are buying 
or selling investments, and means they can avoid the loss of voting 
rights due to the timing of trading. Wesleyan does not currently 
undertake stock lending, and as such it always retains full voting 
rights over its investments.

Wesleyan only manages pooled funds, so as a result we do not 
allow clients to direct our voting. However, we may take client views 
and feedback from our customers into consideration when voting. 
Recognising the need to be transparent with our clients in how we 
manage the rights associated with their investments, we publish our 
voting record annually, covering the previous twelve months. During 
the period covered, 1 July 2021 to 30 June 2022, we voted on over 
30,000 proposals at nearly 500 meetings.

You can find our most recent voting record here  
(https://www.wesleyan.co.uk/savings-and-investments/fund-prices) 
under “Voting history”.

HOW WE EXERCISE OUR VOTING RIGHTS
We look to exercise our rights on our fixed interest holdings when 
possible. However, instances where this is possible are limited, as 
there is no annual requirement as there is with equities and proposals 
can only be put forward by the company.

For our equity investments we use a third-party online proxy 
voting service as our voting platform, which also provides detailed 
corporate governance analysis and recommendations for most of the 
companies we hold. Whilst we consider the analysis provided by the 
third-party research provider, we will manually review all proposals 
and determine our own voting position where any of the following 
conditions apply:

 f We hold a material position in the company, defined as being 
more than 0.50% of the company’s issued share capital; 

 f The meeting proposals are considered to be unacceptably 
breaching best practice or contain controversial content; 

 f The company operates in a relatively controversial sector, 
currently covering the Aerospace & Defence, Oil & Gas, and 
Mining sectors. 

Where the proxy vote does not meet the criteria defined above, 
we may defer, on materiality grounds, to the research provided to 
us by a third-party research provider, and vote in-line with their 
recommendations.

Our Stewardship and Engagement Policy includes voting guidance 
to ensure consistency in our approach across all our funds and 
the geographies we have exposure to. However, individual Fund 
Managers will vote contrary to the recommendations if they believe 
it would be in their customers’ best interests.

 During the period, we voted 
on over 30,000 proposals at 
nearly 500 meetings.

A FOOD PROCESSING 
COMPANY
SMALL COMPANY
At the company’s January 2021 AGM the Asset Manager 
voted against the company’s Remuneration Report as they 
felt the increase in base salary was over-generous particularly 
during a period when many of their staff had been put 
on furlough. They also felt that the pay-outs awarded to 
the Chief Executive Officer and Chief Financial Officer for 
“strategic objectives” were hard to justify and the rationale 
provided was insufficient.

As we hold a material percentage of the company’s 
outstanding shares, the Asset Manager contacted the 
company and met with their Remuneration Committee Chair 
in August 2021, to explain the rationale for voting against the 
remuneration item at their AGM and to communicate the 
areas where we would like to see improvements made. 

The Asset Manager asked that future strategic targets were 
made in advance and were more easily measurable. The Chair 
agreed to make improvements to the current reporting and 
incorporate these views into the next Remuneration Policy, 
which is due to be tabled at their 2024 AGM.

In the meantime, at their January 2022 AGM, the Asset 
Manager abstained on their Remuneration Report as they 
felt whilst improvements in reporting had been made over 
the past twelve months, the strategic targets remained 
undemanding and there was not enough evidence of the 
changes they had raised. The Chair was open to continued 
feedback and we are encouraged that Wesleyan’s views will 
be incorporated into their future strategic plans.
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A FINANCIAL SERVICES 
COMPANY
LARGE COMPANY
As part of their sustainable investing procedure, the Asset 
Manager reviews the AGMs of companies we invest in if they 
deem any item on their agendas to be contentious. 

In April 2022, they were reviewing this company’s 
forthcoming AGM items and felt that one of them – relating 
to the company’s climate strategy – was contentious. As 
climate change is one of the priority engagement themes 
under our ‘Positive Impact’ pillar (as described in our 
Sustainable Investing Policy), they felt this corresponded. 

Our corporate governance research provider recommended 
voting against the company’s management on this climate-
related item, but the Asset Manager felt that they needed to 
find out more before committing to our vote.

Later that month, alongside other investors, they met with 
the company through a collaborative organisation (provided 
by The Investor Forum). In the meeting, the company 
presented their climate strategy and rationalised the 
shortcomings that the Asset Manager and other investors felt 
were evident. 

With the rationale firmly in mind, at the company’s May 
2022 AGM, the Asset Manager voted with management 
in favour of the climate strategy item, contrary to the 
recommendation of our corporate governance research 
provider. In this instance, we were pleased that the vote was 
carried. What made all the difference was the access to, 
and greater knowledge, that working with the collaborative 
organisation provided. Without it, it is likely we would have 
voted in-line with the recommendations of our corporate 
governance research provider.

FACTORS WE CONSIDER WHEN VOTING
We expect Boards to be composed of appropriately skilled individuals 
who provide suitable challenge to the executive directors. The 
Board should be predominantly independent, diverse, and led by an 
independent Chair. We will vote against directors who we feel hold 
too many roles and are ‘stretched’, or where their election would 
contribute to the Board no longer being independent or suitably 
knowledgeable.

We are generally supportive of proposals that increase shareholders’ 
capacity to shape the corporate agenda and support the right for 
shareholders to nominate Directors. We expect changes in capital 
(such as share buybacks and issuance) to only be undertaken where 
they are an effective means of generating value for investors and are 
not detrimental to the long-term interests of shareholders.

We support remuneration policies that encourage the recruitment 
and retention of high calibre individuals. We expect performance 
targets to generate long-term value for the company and align to 
our views on sustainability. Targets should be sufficiently stretching 
and rationale should be provided for awards issued, particularly in 
the case of qualitative criteria. We will vote against proposals that we 
believe are excessive, and/or fail to align to the long-term interests of 
shareholders and other stakeholders.

We support actions that help reduce the negative environmental 
and societal impact of a company, whilst recognising the need to act 
in the best interests of our clients. We support improved disclosure 
where we believe this enhances our understanding of a company’s 
exposures and we do not deem it overly onerous. Where relevant, we 
support the use of recognised standards in reporting, such as those 
provided by the Sustainability Accounting Standards Board and the 
Task Force on Climate-Related Financial Disclosures.

We utilise the services of the third-party corporate governance 
research provider to provide us with specialist research and 
recommendations. In the majority of cases, we have found that our 
views align with those of the specialist provider.

Most of the instances where we vote against management 
recommendations relate to shareholder rights, or where we believe 
the company could improve its environmental or social performance 
or reporting. We feel that, without these key aspects, a company 
will struggle to implement their strategy effectively and generate 
superior shareholder returns.

We review our Stewardship and Engagement Policy on an annual 
basis to ensure it is kept up to date and reflects the most recent 
developments in best practice. During our most recent review 
we felt that we could improve the consistency of our voting by 
adding explicit voting guidelines. These guidelines also assist in our 
engagement with companies as it provides clear and consistent 
messaging to management.
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A MINING COMPANY
LARGE COMPANY
We have a small relative holding in the company and ordinarily the Asset Manager would not review the items of their AGM; 
however, on this occasion, in 2021, the company’s AGM was selected for manual review due to a well-publicised social controversy 
in 2020, which highlighted numerous governance failings. 

At their 2021 AGM, in April, the Asset Manager voted against the approval of the company’s Remuneration Report and the 
re-election of the Sustainability Committee Chair due to significant risk and oversight failings which resulted in the controversy. 
Both items were ultimately passed, but it sent a clear message to the company that this was not something we approved of.

In November 2021, the Asset Manager met with the company to discuss what changes they were planning to make to ensure the 
serious failings that led to the controversy were not repeated. They also raised the topic of their de-carbonisation plans, which they 
also felt needed to be developed further.

At the company’s 2022 AGM, contrary to management, they voted against the company’s Climate Action Plan as they felt it was 
too limited in scope. Whilst the item was still carried,  there was a significant number of shareholders who, like Wesleyan, voted 
against the item. 

We are pleased that the Asset Manager voted against this, as the company is listed as one of the largest corporate greenhouse gas 
emitters by Climate Action 100+, an investor-led initiative to ensure the world’s largest corporate greenhouse gas emitters take 
necessary action on climate change. We are proud signatories of this initiative, and our hope is that our participation in it helps to 
brings about greater change in the future.
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We accept risk, including market-related risks, in order to deliver 
our strategic objectives, recognising the need to balance risk and 
reward and the need to ensure that risk is actively managed and 
monitored. The Board regularly assesses the opportunities and 
risks to the future success of the business, the sustainability of our 
business model and the delivery of our strategy.

THE IMPORTANCE OF STRONG RISK MANAGEMENT 
We recognise, in a fast-paced and challenging world, the 
importance of strong risk management to support well-functioning 
markets and we employ a risk management framework which 
is integrated into our business processes. We have a clear and 
documented organisational accountability structure including 
Board, Committees, Risk function and named individuals, which is 
laid out in relevant terms of reference, policies and procedures.

The Board Risk Committee has oversight of the overall risk 
management framework to ensure it is appropriate for the services 
we provide to our customers and meets regulatory expectations. 
Risk management covers our key risks which can be financial, 
operational or strategic in nature. As part of a forward-looking risk 
management approach we:

 f Set our risk appetite for the risks we face and regularly monitor 
risk to ensure we do not breach the appetite set. We produce 
an Own Risk and Solvency Assessment (ORSA) annually, which 
is reviewed by the Society Board and Risk Committee. As part 
of our ORSA process, we undertake stress testing with the 
specific aim of testing the financial impacts of climate change, 
and other aspects of sustainability. We use this testing to 
continually validate and inform our sustainability strategy.

 f Maintain and monitor compliance with risk policy statements, 
including in relation to market, liquidity and credit-related risks.

 f Monitor emerging risks, geopolitical developments, and the 
overall market landscape. During the reporting period this has 
included the impacts of higher inflation and the Ukrainian crisis, 
and these have been closely monitored by our Investments 
Team. This allows timely identification of any market-wide or 
systemic issues and supports our commitment to stewardship 
and responsible investment. As a long-term investor, the high 
equity backing to our With Profits Fund is only possible through 
strong risk management which has helped build a strong 
capital base through our Estate over many years. During recent 
events, this allowed us to take advantage of falls in markets 
to buy target investments at a lower price without exposing 
policyholders to undue risk. 

 f Monitor our financial strength regularly and discuss at 
our monthly Asset and Liability Committee to ensure it is 
maintained and to identify mitigating actions. In addition, it 
is sometimes deemed to be appropriate to hedge our market 
risks, for example via interest rate derivatives. This helps 
ensure the risks from significant movements in the markets are 
mitigated.

 f Ensure all material risk takers are provided with suitable 
training on conduct, regulatory and other risks relevant to their 
roles and ensure all relevant staff are suitably approved in line 
with the Senior Manager and Certification Regime.

 f Escalate matters of concern internally in line with our risk 
management framework and ensure an adequate response 
is implemented by the business. As an example, equity put* 
options have been purchased to mitigate the risk of falling 
markets.

 f As a responsible investor, we will engage with regulators, 
government organisations and standard setters to advance 
good governance and responsible investment. This includes 
providing responses to consultation requests, surveys, and 
meeting with regulators and others to express concerns 
or support for policies and practices in relation to good 
governance; 

 f Control investments in our funds through Statements of 
Investment Principles which set out permissible levels of 
investments which are aligned to our risk appetite; and

 f Are content to outsource the management of relevant funds to 
a third party where we consider that we do not have sufficient 
expertise in a market or sector. The process for identifying and 
monitoring such outsource partners is rigorous and robust and 
included the recent outsourcing of the management of bonds 
in our non-profit fund to Goldman Sachs.

RESPONDING TO CHANGE
We closely monitor changes in regulation which affect our 
members and customers, as well as those which have an impact 
on our stewardship activities, in conjunction with our Regulatory 
Advice and Policy Team. 

This has included extensive review of the performance of our funds 
during the course of the Covid-19 pandemic and the conflict in 
Ukraine, and a deep-dive review on the impact a higher inflation 
environment might have on our investment portfolio and key 
considerations to mitigate risks from a prolonged inflationary 
period.

Engagement with a variety of industry bodies helps us to 
understand the thoughts of the wider industry on current events. 
The Association of British Insurers (ABI) brings insurance and 
long-term savings industry peers together to discuss and respond 
to risks, policy and regulation and we have representation on 
a number of ABI working groups and networks, and are regular 
attendees at ABI conferences and roundtables. Among systemic risk 
topics that we’ve engaged on are climate change and the continued 
impact of Brexit. 

We also ensure there is an ongoing relationship between the 
Investments Team and Money Laundering Reporting Officer 
(MLRO) to ensure we do not invest in prohibited stock exchanges 
and investments around the world.

ENHANCING OUR APPROACH TO STEWARDSHIP
Our Investment Committee oversees matters relating to 
stewardship and is responsible for oversight of this Stewardship 
Report. It is supported in its role by the Sustainability Committee 
to oversee the production of the report and to monitor our 
stewardship activities. In doing so, the Committees consider the 
report to provide a fair and balanced view of our approach to 
stewardship and responsible investment. Additional assurance has 
been provided by Corporate Audit and Marketing Communications 
in assessing if the report is fair, balanced and understandable. The 
report has also been assessed to ensure it is written in Plain English. 

We continue to work to make enhancements to the scope, 
depth and quality of our stewardship and responsible investment 
activities, which we hope will deliver better company engagement 
on a wider variety of topics and improved outcomes for customers. 
This has included more detailed and regular reporting and oversight 
over stewardship activities at the Sustainability Committee.

*  Put options increase in value as an equity falls in value. A ‘put’ allows 
the owner to lock in a predetermined price, while ‘put sellers’ agree 
to buy the equity at that price.
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We do not seek specific external assurance for our stewardship 
activities; however, we have internal controls in place to ensure we 
follow our policies and procedures. These policies and procedures 
are reviewed annually and updated in line with regulation and good 
practice, with compliance monitored by Risk and the Regulatory 
Monitoring Team which we consider is an appropriate approach 
given the knowledge and experience in these teams. 

Wesleyan’s Regulatory Monitoring Team conducted a review of 
Principles and Practices of Fund Management and With Profits 
Governance during 2022 and the rating of this report was 
Satisfactory. A satisfactory report was also issued by the Trustees 
of WUTM during their most recent due diligence review. Corporate 
Audit has also conducted the following audits:

 f An audit of the risks from climate change. Actions from this 
audit have been completed to improve scenario testing, 
enhance metrics for monitoring progress made and to improve 
clarity over our risk appetite for this risk and enhancing the 
process to integrate customer and external feedback into our 
policies. 

 f An audit of sustainable investing. Actions have been agreed 
including addressing issues around integrating ESG into the full 
property portfolio. 

 f An audit of the outsourcing arrangements in the Property Team 
which was rated satisfactory.

In preparation for the Task Force on Climate-Related Financial 
Disclosures in 2024, we have included a disclosure within the 
2022 Annual Report and Accounts to identify what processes and 
procedures need to be established between now and 2024. In 
addition to external support, the process has undergone internal 
scrutiny with Internal Audit undertaking an audit of metric collation 
and data availability as part of the carbon footprint analysis 
conducted by an external consultant. Findings highlighted some 
issues with data collation and informed an action plan to ensure 
preparedness for the 2023 and subsequent submissions.

EUROPEAN SECURITIES 
AND MARKETS AUTHORITY 
(ESMA) CALL FOR EVIDENCE
In February 2022, ESMA, the European Union’s (EU’s) 
securities markets regulator, published a call for evidence 
on ESG ratings. The purpose of this call for evidence was to 
develop a picture of the different ratings used by providers 
operating in the EU. 

The Asset Manager responded to this call for evidence 
as, whilst the UK is no longer part of the EU, many ESG 
ratings providers operate globally, including the ESG data 
and ratings provider they use. They also felt their response 
would help combat what they saw as a ‘growing systemic 
risk’ – as ESG ratings become increasingly embedded in 
the investment decision-making process, the greater their 
potential impact on the stability of financial markets.

In addition, a Board and Committee Effectiveness Review is carried 
out annually and includes an assessment of key topics including 
sustainability and stewardship. An external review of Board and 
Committee Effectiveness was commenced in late 2021 and will be 
completed over a three-year period.

We commission support from third parties where we feel it 
appropriate to provide specific, specialist assurance on our 
approach. This includes a report from Hymans Robertson LLP 
to assist us in the development and implementation of our 
Sustainable Investing Policy and their findings were reflected in our 
approach and policy document. Square Mile were also engaged to 
provide assurance that the approach Wesleyan Unit Trust Managers 
(WUTM) took in relation to assessment of value was appropriate 
from a customer and regulatory perspective. 
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Wesleyan exists for the benefit of its members, and we 
believe that by splitting the roles of “Asset Owner” and “Asset 
Manager” we are able to provide a better outcome for them. 

As Asset Owner, the Society owns the fund strategy and is 
responsible for the selection of a fund manager (either the internal 
Asset Manager or an external third-party fund manager) to carry 
out that strategy. 

WHEN DO WE USE INTERNAL ASSET MANAGERS?
We believe we can achieve the best outcomes for customers by 
entrusting the management of the majority of members’ assets 
to our internal Investments Team. They are immersed in our 
investment beliefs and strong mutual culture. Therefore, currently 
all of our customer funds are managed by the Internal Asset 
Manager. 

HOW DO WE OVERSEE INTERNAL FUND MANAGERS?
When the internal Asset Manager is selected to run a fund, they are 
required to follow the relevant Statement of Investment Principles 
which includes alignment to the Sustainable Investing Policy. 
Each quarter the Asset Manager is required to provide a report 
and attestation to the Asset Owner, confirming alignment to the 
Sustainable Investing Policy, providing data on the CO2e and ESG 
targets for the funds. The report also includes evidence by fund and 
asset type.

The data is reviewed by our independent middle office function and 
is reported by the Asset Owner to the Investment Committee for 
discussion and, if required, further action on issues raised from the 
report. 

WHEN DO WE USE AN EXTERNAL FUND MANAGER?
In specific cases we, as Asset Owner, may feel our customers’ 
interests would be best served by utilising the services of an 
external fund manager. In these cases we have a selection, 
monitoring and replacement process to manage the risks of 
outsourcing the management of our members’ assets.

Our Internal Asset Manager may also choose to select an external 
fund manager to invest all or part of the Wesleyan fund. Wesleyan 
adopts both quantitative and qualitative filters, as we believe 

the combination of these factors results in the selection of the 
most appropriate external fund. Each of our Analysts specialises 
in a specific area of the market and leads on the selection of new 
external fund managers. Key amongst the filters we employ is 
consistency of strategy and performance, and the knowledge of the 
management team. Consequently, we always meet with potential 
external fund managers, or a delegated representative, prior to 
selection to allow us to probe their knowledge and understanding.

AN INVESTMENT FUND
SMALL COMPANY
Over the course of 2020, the Asset Manager had been 
monitoring the performance of one of the funds we had 
exposure to. Its performance had been disappointing, and 
the Asset Manager had met with the fund’s representatives 
and the fund manager a number of times to discuss this. 
Later the same year, the Fund Manager left and was replaced 
by another. The Asset Manager continued monitoring the 
performance of the fund under the new Fund Manager, but 
in 2021 the fund management firm decided to repurpose the 
fund and change its strategy. This new strategy no longer 
aligned to our own strategic investing approach, and the 
Asset Manager made the decision to replace it. 

Over the following months, working through their fund 
selection process, and applying quantitative filters, the Asset 
Manager was able to reduce the ‘investable universe’ (i.e. the 
number of funds available to invest in) from over 100 funds 
to a short-list of less than a dozen. Further qualitative analysis 
resulted in a shortlist of just two. The Asset Manager then set 
up meetings with the fund managers of the two funds, and 
their representatives, to discuss the funds in more detail. 

The fund eventually selected had performed well over 
the long term and provided a more balanced investment 
approach, which was felt would benefit our customers.
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HOW DO WE OVERSEE EXTERNAL FUND MANAGERS?
When an external fund has been selected by the Asset Manager, the Financial Risk Team will review the fund to provide oversight from a 
risk perspective and will continue to do so annually. If any concerns are raised, the Investments Team is informed and the selection of the 
fund may cease or, if already held, we may divest from the position.

The Investments Team monitors its external fund exposure on an ongoing basis, with the appropriate Analyst presenting their findings at 
the monthly Investment Funds Meeting. Particular focus is placed on the performance of the funds and any changes to holdings, to ensure 
the fund strategy remains consistent with the basis upon which it was selected.

In instances of poor performance or unexplained strategy changes, the Investments Team would initially reach out to their sales contact 
to provide underlying reasoning. If they deem this insufficient, they will look to meet with the fund manager, or representative, to provide 
further detail. In instances where they felt the fund’s poor performance was unlikely to improve, or where the strategy of the fund no longer 
aligned with our views, they would divest and follow our external fund manager selection process to select a replacement.

To further our understanding of tactical shifts and the positioning of the funds, the Investments Team meet existing and potential 
fund managers on an ongoing basis. In the period 1 July 2021 – 30 June 2022 they met with over 50 fund managers or their selected 
representatives.

We also pay for research services from a number of ‘sell-side’ brokers to further inform understanding of current or prospective fund 
managers we work with. This research is assessed by the Investments Team at their quarterly Research Allocation Meeting. They assess 
the brokers on their perceived value for money, focusing on the quality, depth, breadth and relevance of the research provided. They 
also discuss any potential additional or substitute research brokers and may look to secure trials with any prospective brokers to allow 
assessment of their offering in the same way as existing brokers.

FUNDS’ UNIVERSE

FILTERED FUNDS

Fund objective

Performance

Quantitative 
filters

Qualitative 
filters

Consistency

Size

Style bias/ESG approach

Charges/structure

Holdings analysis

FM access
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Fund objective

Performance

Quantitative 
filters

Qualitative 
filters

Consistency

Size

Style bias/ESG approach

Charges/structure

Holdings analysis

FM access
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Continue to run monthly fund screening to assess performance and 
highlight potential substitute funds.

Regular meetings with the fund managers and relationship manager  
via private meetings, conference calls or events.

Ongoing analysis of all current underlying funds by the Investments 
Team, plus all serious substitutes.

Decide whether any action is required based on performance, 
management change or other concerns.

Give notice and/or replace the fund with an alternative from the 
selection process.

MONTHLY MONITORING

INTERNAL RESEARCH

ASSESSMENT

REPLACE FUND

MEETINGS



The Investments Team Structure is documented below. Biographies of our fund managers  
are detailed later in the Appendix:

Caroline Vincent (ASIP) 
Fund Manager 

James Hubbard (CFA) 
Fund Manager 

Lucas Howarth (CFA) 
Fund Manager 

Paul Burton (FIA)  
Fund Manager

Wing-Kuang Lau (CFA)

Thomas Ireland (BSc)

Nikesh Patel (CFA)

Aryan Bisla (BSc) Saffron Hill (BA)

Abdul Youssef (MSc)David Carbery (CFA)

Peter Millyard (MRICS) 
Property Asset Manager

Morgan McKenzie 
Property Apprentice

Max Read (BSc) Milly McLoughlin (BA) Mia Saunders (MChem)

James Heaney (MA) 
Investment 
Communications 
Manager

Musahedur Rahman 
Investment 
Administrator

MARTIN LAWRENCE (ASIP)
Director of Investments

MARC O’SULLIVAN (CFA)
Head of Investments and With 
Profits Fund Manager

JOE CURLETT (MRICS)
Head of Property

Alison Parker 
Executive Assistant

FUND MANAGERS

ANALYSTS

PROPERTY

SOCIALLY RESPONSIBLE INVESTMENT

INVESTMENT COMMUNICATIONS AND SUPPORT STAFF
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MARTIN LAWRENCE 
 
Martin joined Wesleyan in 1995 as an 
Investment Analyst, after graduating from 
the University of Exeter with a degree 
in Mathematics, and he subsequently 
qualified as an Associate of the Chartered 
Financial Analyst (CFA) Society of the UK. 
He became a Fund Manager in 2001. For 
20 years he managed several Wesleyan 
funds, including the With Profits Fund 
until December 2020. 

As Director of Investments, Martin 
is responsible for overseeing the 
management of all Wesleyan funds and 
our in-house Investments Team, which 
includes our Fund and Property Managers, 
Analysts, and Socially Responsible 
Investment Team. 

MARC O’SULLIVAN  

Marc became a Fund Manager in 
2012 and since then he has been in 
charge of several Wesleyan funds, 
managing investments across asset 
classes and investing directly in UK 
and overseas equities, government and 
corporate bonds, and cash. Among 
his responsibilities, he also manages 
Wesleyan’s With Profits Fund. Marc 
joined Wesleyan as an Investment 
Analyst in 2003, having graduated from 
the University of Birmingham with a 
degree in Economics. Marc has been a 
CFA charterholder since 2008.

PAUL BURTON
 
Paul has been the Fund 
Manager of our Low-Risk 
funds since their launch in 
2012. He’s also managed 
the assets of the Wesleyan 
Staff Pension Scheme since 
1998 and the Society’s Non 
Profit Fund since 2012. He 
joined Wesleyan in 1990 
and qualified as an Actuary 
in 1998. During his time at 
Wesleyan, Paul also worked 
as an Investment Analyst 
for five years, so he has 
plenty of experience gained 
from different investments-
related roles.

LUCAS HOWARTH 
 
Lucas joined Wesleyan as an 
Investment Analyst in 2007, 
having studied Mechanical 
Engineering at the University 
of Birmingham. He’s 
been a CFA charterholder 
since 2011. Lucas heads 
up Wesleyan’s Socially 
Responsible Investment 
Team, which focuses on 
incorporating sustainability 
issues into our investment 
process. As a Fund Manager, 
he’s also responsible for 
selecting and monitoring 
the external funds held 
within the life and pensions 
product range.

JAMES HUBBARD 
 
James joined Wesleyan 
as an Investment Analyst 
in January 2011, after 
graduating with a BA in 
Economics and Business 
from the University of 
Manchester and working for 
a corporate bank in London. 
James is a CFA charterholder, 
and he has been a Fund 
Manager since 2016. He also 
leads the ‘Equity Research’ 
function in Wesleyan’s 
Investment Team, working 
very closely with all our 
Analysts.

CAROLINE VINCENT  

Caroline joined Wesleyan 
as a Fund Manager in 
2021, with previous 
industry experience gained 
from several senior fund 
management roles at 
other investment houses. 
She holds a degree in 
Economics from Thames 
Valley University and is an 
Associate of the Chartered 
Financial Analyst (CFA) 
Society of the UK. Caroline 
specialises in equities – with 
experience spanning both 
emerging and developed 
markets – and she currently 
manages the UK Growth 
Fund and Life Managed Fund.

JOE CURLETT  

Joe is responsible for all aspects of 
the Society’s commercial property 
investment holdings, maintaining 
a portfolio of properties located 
throughout the whole of the UK with 
support from a team of Property 
Managers. He holds a degree in Estate 
Management and is a fully qualified 
chartered surveyor. Joe previously 
worked as an Asset Manager for a well-
known UK property company and for 
several property consultants, providing 
advice to landlords.
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Wesleyan Assurance Society

‘WESLEYAN’ is a trading name of the Wesleyan Group of companies. Wesleyan Assurance Society is authorised by the Prudential Regulation Authority and regulated by the Financial 
Conduct Authority and the Prudential Regulation Authority. Incorporated in England and Wales by Private Act of Parliament (No. ZC145). Registered Office: Colmore Circus, 
Birmingham, B4 6AR. 

Telephone: 0345 351 2352. Fax: 0121 200 2971. Calls may be recorded to help us provide, monitor and improve our services to you.

For more information visit wesleyan.co.uk/ourcompanies


