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IMPLEMENTATION STATEMENT
(FORMING PART OF TRUSTEE’S REPORT)
This statement sets out how, and the extent to which, the Engagement Policy in the Statement of Investment Principles
(‘SIP’) produced by the Trustee 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 Plan

The Trustee believes it is important to consider the policies in place in the context of the investment objectives they have
set.  The objectives of the Plan included in the SIP are as follows:

 To invest the Plan’s assets in such a manner that members’ benefit entitlements can be paid as and when they
fall due.

 Over the long-term, to restore the Plan’s least risk funding position.  As the Plan matures, this objective will
increase in importance;

 Over the medium term, to consider an acceptable balance between contributions and investment returns towards
achieving this goal;

 Over the short term, to consider the implications of adopting this investment strategy on the Plan’s ongoing funding
position and recommended contribution rate.

Policy on ESG, Stewardship and Climate Change
The Plan’s SIP includes the Trustee’s policy on Environmental, Social and Governance (‘ESG’) factors, stewardship and
climate change.  This policy sets out the Trustee’s 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.

The Trustee considers how ESG, climate change and stewardship is integrated within investment processes in appointing
new investment managers, monitoring existing investment managers and retaining or withdrawing from investment
managers.  The relative importance of these factors compared to other factors will depend on the asset class being
considered.

The following work was undertaken during the year to 31 December 2020 relating to the Trustee’s 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

UK Stewardship Code
 The Trustee requested that the investment managers confirm compliance with the principles of the UK

Stewardship Code. Both of the Plan’s investment managers (Insight and Mercer) confirmed that they are
signatories of the current UK Stewardship Code and plan to submit 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.

Review of Investment Managers

 The Plan’s investment performance report was reviewed by the Trustee on a quarterly basis – this report includes
ratings (both general and specific to ESG) from the investment consultant. Where managers may not be highly
rated from an ESG perspective the Trustee continues to monitor and engage with those managers. The
investment performance report includes how each investment manager is delivering against their specific
mandates.

 Investment managers are appointed based on their perceived capabilities and, therefore, their perceived
likelihood of achieving the expected return and risk characteristics for the asset class or specific investment
strategy they are selected to manage over a suitably long time horizon.  This includes, in relation to active
management, appropriate levels of outperformance, and in relation to passive management suitable levels of
“tracking error” against a relevant benchmark.
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 The Trustee seeks expert advice in relation to these appointments. This advice may consider factors such as the
manager’s idea generation, portfolio construction, implementation, business management, timeliness and quality
of reporting, as well as the investment manager’s approach to ESG and engagement activity, as they apply to the
specific investment strategy being considered.

ESG Review

 The Trustee believes that environmental, social, and corporate governance (ESG) factors may have a material
impact on investment risk and return outcomes, and that good stewardship can create and preserve value for
companies and markets as a whole. The Trustee also recognises that long-term sustainability issues, particularly
climate change, present risks and opportunities that increasingly may require explicit consideration. This applies
to both equity and debt instruments.

 The Trustee has delegated the day to day management of a proportion of the Defined Benefit assets to Mercer
who in turn delegates responsibility for the investment of the assets to a range of underlying investment managers.
Mercer is expected to consider ESG factors in appointing managers to these portfolios.  The underlying
investment managers are expected to evaluate ESG factors, including climate change considerations, and
exercise voting rights and stewardship obligations attached to the investments, in accordance with their own
corporate governance policies and current best practice, including the UK Corporate Governance Code and UK
Stewardship Code.

 The Trustee has appointed Insight to manage the remainder of the assets. Insight are given discretion to evaluate
ESG factors, including climate change considerations, and exercise voting rights and stewardship obligations in
line with the requirements detailed above for the underlying investment managers.

Mercer and Insight have been asked to provide information on their approach to Engagement, which is summarised below.

Mercer

The Trustee has appointed Mercer to act as discretionary investment manager in respect of a proportion of the Plan’s
Defined Benefits assets and such assets are invested in four Mercer Funds managed by MGIE and Mercer Alternative AG.
Asset managers appointed to manage the Mercer Funds are expected to evaluate ESG factors, including climate change
considerations, and exercise voting rights and stewardship obligations attached to the investments, in accordance with
their own corporate governance policies and current best practice, including the UK Corporate Governance Code and UK
Stewardship Code.

The following work was undertaken during the year relating to the Trustees’ policy on ESG factors, stewardship and climate
change, and sets out how the Trustees’ engagement and voting policies were followed and implemented during the year.

Policy Updates
 The Trustee considered how ESG, climate change and stewardship is integrated within Mercer’s, and MGIE’s,

investment processes and those of the underlying asset managers in the monitoring process.
 The Mercer Sustainability Policy is available to the Trustee.  In August 2020, the Stewardship section was updated

to reflect an enhanced approach to monitoring both voting and engagement as well as the Exclusions section to
include the implementation of certain exclusions across passive funds from 1 October 2020.  In March 2021, there
was a further update in relation to sustainability–related disclosures in the financial services sector (“SFDR”)
implementation.

 In line with the requirements of the EU Shareholder Rights Directive II, Mercer have implemented a standalone
Engagement Policy to specifically address the requirements of the directive.
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Climate Change Reporting and Carbon Footprinting
 Mercer undertake climate scenario modeling and stress testing on the Mercer multi sector funds used by the Plan

on an annual basis, in line with the Task Force on Climate Related Financial Disclosures (TCFD)
recommendations, with the latest review as at 31 March 2020.  The results of the climate scenario modelling and
carbon footprinting are within the TCFD compliant Climate Change Management Report. The findings of the
modelling are integrated into asset allocation decisions, which are increasingly aligned with a 2˚C scenario, where
consistent with investment objectives and for consistency with the Paris Agreement on Climate Change.

 Carbon Footprint analysis of all equity funds is completed on a six monthly basis.  From 31 December 2019 the
approach was enhanced to include the top 5 carbon emitters and the top 5 contributors to the Weighted Average
Carbon Intensity (WACI) to give the Mercer and MGIE investment teams additional information to drive
engagement with managers.

ESG Rating Review
 ESG ratings assigned by Mercer (and its affiliates’) global manager research team, are reviewed by MGIE during

quarterly monitoring processes, with a more comprehensive review performed annually which seeks evidence of
positive momentum on ESG integration. Since Q3 2020, the quarterly performance report has included the Mercer
funds overall ESG rating compared to the appropriate universe of strategies in Mercer’s global investment
manager database.

 As at 31 December 2020, 95% of Mercer Funds had an ESG rating equal to or above their asset class universe,
a 10% improvement on 2019.

Update to Exclusions
 As an overarching principle, Mercer and MGIE, as the Trustees’ discretionary investment manager, prefer an

approach of positive engagement rather than negative divestment. However, Mercer and MGIE recognise that
there are a number of cases in which investors deem it unacceptable to profit from certain areas, and therefore
exclusions will be appropriate.

 Controversial and civilian weapons, and tobacco are excluded from active equity and fixed income funds. From 1
October 2020, the controversial weapons screen was extended to passive equity funds. The Mercer sustainable
themed funds have additional exclusions, for example covering gambling, alcohol, adult entertainment and fossil
fuels.

 In addition, Mercer and MGIE monitors for high-severity breaches of the UN Global Compact (UNGC) Principles
that relate to human rights, environmental and corruption issues.

Insight

Diversified Growth

Insight exercised its stewardship role through engaging with investee management and company boards to discuss
governance, strategy and other relevant issues. During 2020, Insight had 36 engagements across all of the 12 direct
holdings in the Fund. Of the 36 engagements across the 12 direct holdings in the Fund, 13 included board engagements
and 14 included ESG discussions.

LDI

Over the year, Insight engaged actively on industry initiatives and regulation within the LDI sphere to represent the views
of clients to key public bodies and effectively deliver better outcomes (as well as being committed to support clients with
regulatory requirements). Insight actively engaged on RPI reform and LIBOR reform with the UK treasury/ISDA, in addition
to regular engagements with counterparty banks.

Insight also engaged directly with various government bodies, such as the Bank of England and the Debt Management
Office, on market liquidity and gilt issuance. In addition, the manager continued to welcome the UK government issuing
green gilts as a further potential evolution of the gilt market to support sustainable investment financing within the UK.
Insight wrote about the UK Government’s plans to issue its first Green Gilt in 2021 and engaged with Her Majesty’s
Treasury and the Debt Management Office to share BlackRock views on Green Gilts issuance.
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In 2020, to further enhance their responsible investment governance structure, Insight established an LDI Working Group
with a specific remit to focus on responsible investment issues for the LDI strategies and mandates they manage.

Due to the nature of the LDI portfolio, there were no voting events, as shares are not held.

Buy & Maintain Credit

Insight engaged with the issuers of the portfolio positions held during the 12-month period to the end of December 2020.
Topics for engagement included environmental, social and governance.

Number of Issuers Insight
engaged with

Number of
Engagements

Environmental
Issues

Social
Issues

Governance
Issues

76 120 33 37 67

Due to the nature of the Buy & Maintain Credit portfolio in which no shares are held, there were no voting events
recorded.

Voting Activity

The Trustee has delegated their voting rights to the investment managers.

If the Trustee is specifically invited to vote on a matter relating to a policy or contract held with any of the Plan’s investment
managers, the Trustee will exercise their right in accordance with what the Trustee believes to be in the best interests of
the majority of the Plan’s membership.

Investment managers are expected to provide voting summary reporting on a regular basis, at least annually.  The reports
will be reviewed by the Trustee to ensure that they align with the Trustee’s policy.

The voting policies of the managers have been considered by the Trustee and the Trustee deems them to be consistent
with their investment beliefs. The Trustee does not use the direct services of a proxy voter. Over the last 12 months, key
voting activity on behalf of the Trustee was undertaken by Insight. A summary of their activity is shown below.

Insight – Diversified Growth:

Insight retained the services of Minerva Analytics for the provision of proxy voting services and votes at meetings where it
was deemed appropriate and responsible to do so. Minerva Analytics analysed any resolution against Insight-specific
voting policy templates, which determined the direction of the vote.

Voting activity undertaken over the year to 31 December 2020 is summarised in the table below for the Plan’s equity funds
that are present in the Insight Broad Opportunities Fund.

Source: Insight. Figures subject to rounding.

Fund

Number of
meetings in which
the manager was

eligible to vote

Number of
resolutions in

which the
manager was

eligible to vote

% of resolutions in
which the

manager voted

% of votes with
management /

against
management

Broad Opportunities
Fund

10 119 100% 100% / 0%


