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Stewardship: What & Why

What

• Stewardship Definition:

“Responsible allocation, management and 
oversight of capital to create long-term value 
for clients and beneficiaries”. 

• In practice, it means acting as active owners, 
voting and engaging companies/managers, to 
protect and enhance investment value over 
time.

Why

• Financial Materiality:

o An issue is financially material if it could alter 
a company’s valuation or a reasonable 
investor’s decision.

o  This could involve governance quality, 
workforce practices,  supply chain 
management.

Stewardship targets financially material issues. By engaging companies on such issues (e.g. risk 
oversight, strategy, governance), investors aim to mitigate risks and unlock value,  aligning stewardship 
with the fiduciary goal of maximising long-term returns for beneficiaries.
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Stewardship Approach

Direct Approach Stewardship Overlay Services

Process 

LGPSC Voting 
Guidelines

 Encompassing robust procedures on corporate governance, 
climate, human rights, natural capital, and human capital.

Key Performance Indicators 
(KPIs)

KPIs allocated to each 
engagement

Measures of 
Success

Tracking engagement 
outcomes using the Measures 

of Success framework

Outcome-based 
reporting

Biannual reporting on engagement outcomes, KPI performance 
and next steps

Climate Natural Capital

Human 
Rights

Sensitive / 
Topical Issues

Themes 
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Next Step: Stewardship Approach

Additional areas for potential enhancements: 

• Integration of managers’ engagement activity into 
reporting 

• Re-organisation of stewardship priorities and 
inclusion of market confidence engagement 
programme (including AI)

• Further dialogue on escalation

• Advocacy Approach

Timeline
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Stewardship Tools - Voting

Investors with voting rights should seek to vote shares held and make informed and independent voting 
decisions, applying due care, diligence, and judgment across their entire portfolio in the interests of 
beneficiaries or clients. (Principle 5, Investor Corporate Governance Network,  Global Stewardship Principles) 

Statistics are taken from LGPS Central’s 2025 Stewardship Code report
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2025 Engagement Outcomes

Statistics are taken from LGPS Central’s 2025 Stewardship Code report
A successful outcome is achieved when an engagement objective has been met, i.e. Level 3 – Effectiveness Matrix.  
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Why investors steward their assets?

Improving 
Risk-Returns

Regulation

Universal 
Ownership

Focus on 
Real-World 
Outcomes

Fiduciary 
Duty

Systemic 
Risks
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Human 
Rights 
Risks

Financial 
Risk

Legal Risk

Systemic 
Risk

Reputation
al Risk

Human rights abuses by companies or 
in their supply chains can impact 
financial performance due to:

• Legal action and fines.

• Reputational damage to the brand.

• Supply chain disruption.

• Non-compliance with regulation 
(e.g. UK Modern Slavery Act). 

The materiality of human rights
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The materiality of corporate governance

• Governance relates directly 
to how a company is run.

• Poor governance often leads 
to low investor confidence.

• Good governance can 
protect long-term 
shareholder value.
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Objective: Assess whether the UNGPs are fully integrated into the business 
strategy

Engagement: OCP operates in areas with contested boundaries and issues 
raised by the UN Special Rapporteur. While the company cites the 
International Bill of Human Rights, the UNGPs, and discloses grievance and 
due diligence processes, LGPSC sought assurance that these 
commitments are applied across the supply chain and embedded for the 
long term. This was necessary given OCP’s corporate structure, regulatory 
context, and its business relationship in the European Union.

Outcome: After several attempts, in October 2024, LGPSC, along with 
another investor, met with the OCP Group’s Investor Relations and OCP’s 
Head of Sustainability. The Company confirmed that its human rights policy 
and approaches are fully integrated within OCP Group’s business strategy, 
including regular supplier due diligence and ambitions to strengthen 
grievance reporting. The Company also requested that we remain in regular 
contact to further discuss the challenges for emerging market companies in 
integrating human rights’ best practices.

Financial Materiality: Failure to align with the regulatory context in their 
buyer market is deemed financially material because it threatens revenue 
continuity, customer retention, and long-term market access.

Objective: To ensure that the executive pay package incentivises long-term value 
creation. 

Engagement: We opposed the say-on-pay resolution. Annual bonus targets were 
lowered year-on-year while payout opportunities were maintained, resulting in 
above-target awards. The LTI relied heavily on one-year performance periods and 
duplicated STI metrics, and most non-CEO NEO equity was time-vesting. Hence, 
the management was not incentivised by stretching targets and enhanced returns 
to shareholders. Executives also received a one-time award, part of which could 
be earned on one-year performance.

Outcome: Say-on-pay received only 35.6% support (vs. 88.8% in 2024). In January 
2026 we met the Corporate Secretary and Investor Relations to outline our 
concerns. The 2026 proxy demonstrated strong shareholder responsiveness: 
outreach to holders of 56% of outstanding shares, discussions with holders of 
47%, and disclosure of investor feedback. The compensation committee made 
meaningful improvements, including extending PRSU performance periods to 3 
years, removing metric duplication, and increasing PRSU awards to 50% of the 
NEO award value.

Financial Materiality: Excessive pay is financially material because it raises 
costs, weakens incentives, and increases governance risk, thereby potentially 
diluting long-term shareholder returns.

Stewardship: In Practice
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Effectiveness Matrix
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LGPS Central Escalation Framework 

Escalation /Enhanced Stewardship Reporting

Outcome Report
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Thank you for listening
LGPS Central Limited Disclaimer – Important Information

This document and the information provided herein has been produced by LGPS Central Limited and it: (1) is the confidential a nd proprietary information of LGPS Central 
Limited and only for the information of the intended recipient(s); (2) may not be reproduced or redistributed either in whole or part, provided or disclosed to others, or used for 
any other purpose, except as permitted pursuant to the terms and conditions of the Fund or without the prior written permission of LGPS Central Limited; and (3) is intended 
solely for information purposes.

All information is prepared as of 22 June 2026. 

This document is intended for PROFESSIONAL CLIENTS only.

Registered address: i9, Wolverhampton Interchange, Wolverhampton, WV1 1LD 
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