ANNUAL ENGAGEMENT POLICY IMPLEMENTATION STATEMENT

Introduction
This statement sets out how, and the extent to which, the Engagement Policy in the Statement
of Investment Principles (‘SIP’) produced by the trustee directors has been followed during the
year to 31 December 2020. This statement has been produced in accordance with The Pension
Protection Fund (Pensionable Service) and Occupational Pension Schemes (Investment and
Disclosure) (Amendment and Modification) Regulations 2018 and the guidance published by the
Pensions Regulator.

Investment objectives of the Scheme
The trustee directors believe it is important to consider the policies in place in the context of the
investment objectives they have set. The objectives of the Scheme included in the SIP are as
follows:
•
•

•
•

To make sure that the trustee directors can meet their obligations to the
beneficiaries of the Scheme, principally on an ongoing basis;
To pay due regard to T. C. Harrison Group Limited’s interests on the size and
incidence of employers’ contribution payments and the impact of the Scheme
concerning T. C. Harrison Group Limited’s balance sheet and profit and loss
account;
To achieve, over the longer term, a return on the assets that is consistent with the
long-term assumptions made by the actuary in determining the funding of the
Scheme’s liabilities;
To achieve, over the shorter term, a favourable return against the Scheme’s
performance benchmark.

Policy on ESG, stewardship and climate change
The Scheme’s SIP includes the trustee directors’ policy on Environmental, Social and
Governance (‘ESG’) factors, stewardship and Climate Change. This policy sets out the trustee
directors’ beliefs on ESG and climate change and the processes followed by the trustee in
relation to voting rights and stewardship. This was last reviewed in September 2020.
In order to establish their core beliefs in this area and produce the policy, the trustee directors
undertook investment training provided by their investment consultant on responsible investment
which covered ESG factors, stewardship, climate change and ethical investing. This training was
provided in June 2019. The investment consultant also provided a further update in February
2020 following introduction of the new UK Stewardship Code and in respect of upcoming SIP
and disclosure requirements introduced from 1 October 2020.
The following work was undertaken during the year relating to the trustee directors’ policy on
ESG factors, stewardship and climate change, and sets out how the trustee’s engagement and
voting policies were followed and implemented during the year.

Engagement
•

•
•

The trustee directors requested that the investment managers confirm compliance
with the principles of the UK Stewardship Code. All managers confirmed that they
are signatories of the current UK Stewardship Code and had submitted the
required reporting to the Financial Reporting Council by 31 March 2021 in order
to be on the first list of signatories for the UK Stewardship Code 2020 that took
effect on 1 January 2020.
At the February 2020 Trustee meeting, the trustee directors requested that
Investec provide ESG analysis as part of their update presentations at Trustee
meetings moving forwards.
The investment consultant also produces ESG ratings as part of its manager
research capabilities. The investment consultant does not formally rate the
Scheme’s mandates. However, in respect of Mercer funds, the underlying
investment managers appointed by Mercer to manage these funds are rated. The
underlying managers are expected to evaluate and engage on ESG factors,
including climate change. Mercer review ESG ratings of the underlying investment
managers of their funds during the quarterly monitoring processes, with a more
comprehensive review performed annually. The underlying managers carry a
rating at least in line with their peer group average.

The trustee directors also required details of relevant engagement activity for the year by the
Scheme’s investment managers as detailed below.

Investec
Investec are signatories of the UN PRI. Collaborations such as this are a priority for Investec in
2021. Investec will be exploring the collaborative opportunities that being signatories of the UN
PRI afford.
Investec conducted significant extra engagement activities throughout the year to 31 December
2020. In addition to yearly meetings with boards, scheduled into the firm’s process, in 2020
Investec conducted extra meetings with 30 of the investment companies in which they invest in.
There were 5 of these trusts where Investec conducted more than 5 additional engagements
each, and one additional trust where Investec conducted 31 extra engagements.
In addition to dealing with specific issues, Investec will put pressure on boards to maintain best
practice and deliver value for shareholders, as well as providing feedback on any proposed
changes and acting as a general sounding board. A general outline of the subject of the
engagements Investec were involved in during the year to 30 December 2020 is provided below:
•
•
•
•
•
•
•
•

Changes to the management and investment processes of the underlying
strategies
Pricing and performance fees - Equity issuance and pre-emption rights
Board composition, evolution and engagement
End of fixed life and continuation votes
ESG (Environmental, Social, and Governance) integration
Manager succession
Dividend and liquidity issues
Portfolio bids

Mercer
Mercer are signatories of the Principles for Responsible Investment (PRI). As a signatory to the
PRI, Mercer recognise that ESG issues can be material to investment performance and have
made a commitment to provide services that support the implementation of the PRI by investors.

Mercer are an active supporter of the UK Stewardship Code, and more recently the Japan
Stewardship Code, including monitoring managers against the principles.
Mercer was represented on the 32 person Task Force that in June 2017, published a global set
of industry guidelines for climate related financial disclosures, to be applied to companies,
investment managers and asset owners.
Mercer has signed the public statements of support.
Mercer is also an active participant in Investors Groups on Climate Change (Europe, Australia),
Future Makers Working Group (Mercer network), Global Impact Investing Network (GIIN) and
Council of Institutional Investors (US).

Voting activity
The trustee directors have delegated their voting rights to the investment managers. The trustee
directors have requested that investment managers highlight key voting activity and the impact
on the portfolio.
Over the last 12 months, the key voting activity on behalf of the trustee directors was as follows.

Investec
Investec partner with Institutional Shareholder Services (ISS) to provide governance and voting
analysis as an input to assist in Investec’s decision making. Overall voting and engagement
activities are overseen by Investec’s Investment Corporate Governance Committee. Investec
believe it is important to take an active role in engaging with the companies that they invest in
on the Scheme’s behalf.
With respect to the Scheme, over the year to 31 December 2020, 970 votes were cast across
underlying companies within the Investec fund of which 851 were votes attributable to UK
companies, 52 were votes attributable to US companies and 67 were votes attributable to
European (ex UK) companies. Of these 970 votes, 21 votes were votes against management
with 18 of these votes attributable to the 851 votes to UK companies and 3 against votes
attributable to the 52 votes of US companies. Investec did not vote against management relating
to any of the votes casted for the 67 European (ex UK) company votes.
An example of where Investec voted against management includes the vote, contrary to the
board’s recommendation, to support a shareholder proposal for Apple to deliver a Report on
Freedom of Expression and Access to Information Policies, calling for the company to publish a
report on its policies on freedom of expression and access to information, including whether it
has publicly committed to respect freedom of expression as a human right. Investec also voted
against the Remuneration Policy at British American Tobacco.
Investec make no distinction between the significance of votes. Whilst their holdings are greater
in some companies and funds than others, and certain votes may garner greater publicity,
Investec view all infringements of best practice in a company’s relevant jurisdiction as significant.

Mercer
The Scheme’s funds take the form of shares or units in the Mercer Funds. Voting rights that do
apply with respect to the underlying investments attached to the Mercer Funds are, ultimately,
delegated to the third party investment managers appointed by MGIE.

MGIE accepts that managers may have detailed knowledge of both the governance and the
operations of the investee companies and has therefore enabled managers to vote based on
their own proxy-voting execution policy, and taking account of current best practice including the
UK Corporate Governance Code and the UK Stewardship Code. As such, the trustees and
Mercer do not use the direct services of a proxy voter.
As part of the monitoring of managers’ approaches to voting, MGIE assesses how active
managers are voting against management and seeks to obtain the rationale behind voting
activities, particularly in cases where split votes may occur (where managers vote in different
ways for the same proposal). MGIE portfolio managers will use these results to inform their
engagements with managers on their voting activities.
The statistics set below are drawn from the Glass Lewis voting system (via Mercer’s custodian).
Typically, votes exercised against management can indicate a thoughtful and active approach.
This is particularly visible where votes have been exercised to escalate engagement objectives.
The expectation is for all shares to be voted.
“Unvoted” reflects instances where managers have not actioned a vote – these are specific
areas where MGIE will follow up to ensure managers have appropriate systems in place to
ensure all votes are actioned.
“Other” reflects instances where managers have withheld votes in Power of Attorney markets,
share blocking markets or where conflicts of interest may be present.

Fund

Mercer Passive Global
Equity CCF

Total Proposals

19,240

Voted ‘For’

84%

Voted ‘Against’

10%

Abstained from voting

0%

Unvoted

3%

Other

2%

For Management

86%

Against Management

14%

Use of Proxy Advisor

Yes

Mercer Investment Solutions has based its definition of significant votes on its Global
Engagement Priorities, based on its Beliefs, Materiality and Impact (“BMI”) Framework.

In order to capture this in the monitoring and reporting of managers voting activities, significant
votes focus on proposals covering these priority areas, with specific focus placed on shareholder
proposals relating to these priority areas and taking into account the size of holding across funds.
Some examples of significant votes for the equity portfolio invested by the Scheme include the
shareholder proposal regarding aligning green house gas reductions with the Paris Agreement,
issued by JPMorgan Chase & Co which Mercer voted ‘for’ and the shareholder proposal
regarding gender pay equity report, issued by Pfizer which Mercer voted ‘for’.

