
Engagement Policy Implementation Statement 

Introduction 

On 6 June 2019, the Government published the Occupational Pension Schemes (Investment and 
Disclosure) (Amendment) Regulations 2019 (the "Regulations"). The Regulations amongst other things 
require that the Trustees produce an annual implementation statement which outlines the following: 

▪ Explain how and the extent to which they have followed their engagement policy, which is outlined in

the Statement of Investment Principles ("SIP").

▪ Describe the voting behaviour by, or on behalf of the Trustees (including the most significant votes

cast by Trustees or on their behalf) during the scheme year and state any use of the services of a

proxy voter during that year.

This document sets out the details, as outlined above. The Engagement Policy Implementation 
Statement ("EPIS") for the Plumbing & Mechanical Services (UK) Industry Pension Scheme ("the 
Scheme") has been prepared by the Trustee Directors of the Scheme ("the Directors ") and covers 
the Scheme year from 6 April 2020 to 5 April 2021. 

Scheme Stewardship Policy Summary 

The below bullet points summarise the Scheme Stewardship Policy in force over the majority of the 
reporting year to 5 April 2021. The full SIP can be found here: https://www.plumbingpensions.co.uk/wp-
content/uploads/2020/09/Plumbing-Pensions-SIP-dated-July-2020-Final-Clean.pdf 

Extract from SIP - Stewardship 

▪ The Directors recognise the importance of their role as a steward of capital and the need to ensure

the highest standards of governance and promoting corporate responsibility in the underlying

companies in which its investments reside.

▪ The Directors regularly review the suitability of the Scheme’s investment managers and take advice

from the Investment Adviser regarding any changes. Where applicable, this advice includes

consideration of broader stewardship matters and the exercise of voting rights by the appointed

managers.

▪ The Directors review the stewardship activities of their investment managers on an annual basis,

covering both engagement and voting actions. The Directors will review the alignment of the Directors'

policies to those of the Scheme’s investment managers and ensure the managers, or other third

parties, use their influence as major institutional investors to carry out the Directors' rights and duties

as a responsible shareholder and asset owner.

Scheme stewardship activity over the year 

Updating the Stewardship Policy 

In line with regulatory requirements, to expand the SIP for policies such as costs transparency and 
incentivising managers, the Directors also reviewed and expanded the Stewardship policy. The updated 
wording in the SIP illustrates how the Directors recognise the importance of its role as a steward of 
capital, as well as indicating how the Directors would review the suitability of the Scheme's investment 
managers and other considerations relating to voting and methods to achieve their Stewardship policy. 

Ongoing Monitoring 

Investment monitoring takes place on a quarterly basis with a monitoring reports being provided to the 
Directors by Aon. The reports include Environmental, Social and Governance ("ESG") ratings and 
highlight any areas of concern, or where action is required. The ESG rating system is for buy rated 
investment strategies and is designed to assess whether investment managers integrate responsible 
investment and more specifically ESG considerations into their investment decision making process.  

https://www.plumbingpensions.co.uk/wp-content/uploads/2020/09/Plumbing-Pensions-SIP-dated-July-2020-Final-Clean.pdf
https://www.plumbingpensions.co.uk/wp-content/uploads/2020/09/Plumbing-Pensions-SIP-dated-July-2020-Final-Clean.pdf
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The ESG ratings are based on a variety of qualitative factors, starting with a proprietary due diligence 
questionnaire, which is completed by the fund manager. Aon’s researchers also conduct a review of 
the managers' responsible investment related policies and procedures, including a review of their 
responsible investment policy (if they have one), active ownership, proxy voting and/or stewardship 
policies. After a thorough review of the available materials, data and policies, as well as conversation 
with the fund manager, the lead researcher will award an ESG rating, which is subject to peer review 
using an agreed reference framework. Ratings will be updated to reflect any changes in a fund's level 
of ESG integration or broader responsible investment developments.  

Climate risk management / TCFD / carbon reporting 

The Scheme will begin progressing towards meeting the requirements as set out as part of the Task 
Force on Climate-related Financial Disclosures ("TCFD"). The TCFD establishes a set of 11 clear, 
comparable and consistent recommended disclosures about the risks and opportunities presented by 
climate change. The increased transparency encouraged through the TCFD recommendations is 
intended to lead to decision-useful information and therefore better informed decision-making on 
climate-related financial risks. Aligning the Scheme to the TCFD can be a long process and requires 
careful planning. Aon will be working with the Directors to agree an action plan to meet the required 
deadline.  

Voting and Engagement activity – Equity funds 

During the year, the Scheme invested in the following funds: 

Manager Fund Name 

Legal & General Investment Management ("LGIM") 
 MSCI World Minimum Volatility Index Fund 

 FTSE RAFI Developed 1000 Equity Index Fund 

LGIM 

Voting 

LGIM makes use of the Institutional Shareholder Services ("ISS") proxy voting platform to electronically 
vote and augment their own research and proprietary ESG assessment tools, but do not outsource any 
part of the strategic decisions. They have put in place a custom voting policy with specific instructions 
that apply to all markets globally, which seek to uphold what they consider to be minimum best practice 
standards all companies should observe. Even so, LGIM retains the ability to override any voting 
decisions based on the voting policy if appropriate, for example, if engagements with the company have 
provided additional information. 

Voting statistics 

Key statistics over year to 31 March 2021 MSCI World 

Minimum Volatility 

Index Fund 

FTSE RAFI 

Developed 1000 

Equity Index Fund 

Number of resolutions eligible to vote on over the year to 
31/03/2021 

6,143 17,920 

% of resolutions voted on for which the fund was eligible 100.0% 99.9% 

Of the resolutions on which the fund voted, % that were 
voted against management 

19.3% 18.1% 

Of the resolutions on which the fund voted, % that were 
abstained from? 

0.3% 0.1% 
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Voting Example: Pearson 

This is an example on a firm level. In September 2020, LGIM voted against a remuneration policy put 
forward by an investee company Pearson. Pearson issued a series of profit warnings under its previous 
Chief Executive Officer ("CEO"). Despite this, shareholders have been continuously supportive of the 
company, believing that there is much value to be gained from new leadership and a fresh approach to 
their strategy. However, the company decided to put forward an all-or-nothing proposal in the form of 
an amendment to the company’s remuneration policy. This resolution at the extraordinary general 
meeting ("EGM") was seeking shareholder approval for the grant of a co-investment award, an unusual 
step for a UK company, yet if this resolution was not passed the company confirmed that the proposed 
new CEO would not take up the CEO role. 

This is an unusual approach and many shareholders felt backed into a corner, whereby they were keen 
for the company to appoint a new CEO, but were not happy with the plan being proposed. However, 
shareholders were not able to vote separately on the two distinctly different items, and felt forced to 
accept a less-than-ideal remuneration structure for the new CEO. 

LGIM spoke with the chair of the board earlier this year, on the board’s succession plans and progress 
for the new CEO. They also discussed the shortcomings of the company’s current remuneration policy. 

LGIM spoke with the chair directly before the EGM, and relayed their concerns that the performance 
conditions were weak and should be re-visited to strengthen the financial underpinning of the new 
CEO’s award. LGIM also asked that the post-exit shareholding requirements were reviewed to be 
brought into line with expectations for UK companies. In the absence of any changes, LGIM took the 
decision to vote against the amendment to the remuneration policy. 

33% of shareholders voted against the co-investments plan and therefore, by default, the appointment 
of the new CEO. While this resulted in the plan being passed, it highlighted concerns around 
governance, which LGIM has stated will need to be addressed through continuous engagement going 
forward.  

Engagement 

LGIM has a six-step approach to its investment stewardship engagement activities, broadly these are: 

1. Identify the most material ESG issues,

2. Formulate the engagement strategy,

3. Enhancing the power of engagement,

4. Public Policy and collaborative engagement,

5. Voting, and

6. Reporting to stakeholders on activity.

More information can be found on LGIM's engagement policy here:  https://www.lgim.com/landg-
assets/lgim/_document-library/capabilities/lgim-engagement-policy.pdf    

LGIM have also begun producing quarterly stewardship reports. 

Engagement example 

An example of engagement on a firm level over the year was with Proctor and Gamble ("P&G"). P&G 
uses both forest pulp and palm oil as raw materials within its household goods products. A key issue 
identified was that the company has only obtained certification from the Roundtable on Sustainable 
Palm Oil for one third of its palm oil supply, despite setting a goal for 100% certification by 2020. 
Furthermore, two of their Tier 1 suppliers of palm oil were linked to illegal deforestation.  

Following a resolution proposed by Green Century that P&G should report on effort to eliminate 
deforestation (that was voted on in October 2020), LGIM engaged with the P&G, the resolution 
proponent, and with the Natural Resource Defence Counsel to fully understand the issues and 
concerns. 

https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/lgim-engagement-policy.pdf
https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/lgim-engagement-policy.pdf
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Based on these engagements, LGIM decided to support this resolution although P&G has introduced a 
number of objectives and targets to ensure their business does not impact deforestation, LGIM felt it 
was not doing as much as it could. LGIM has asked P&G to respond to the Carbon Disclosure Project 
Forests Disclosure and continue to engage on the topic and push other companies to ensure more of 
their pulp and wood is from Forest Stewardship Council-certified sources.  

More detail on this stewardship example can be found here: https://www.lgim.com/landg-
assets/lgim/_document-library/capabilities/cg-quarterly-report.pdf 

Engagement activity – Fixed Income & Alternatives 

During the year, the Scheme also invested in a number of fixed income and alternative strategies.  

Manager Fund Name / Mandate Type 

Insight  Insight Global Asset Backed Securities Fund 

Pacific Investment Management Company 

(PIMCO) 

 Multi Asset Credit  

DTZ  Segregated UK property 

CBRE Global Investors  CBRE UK Long Income Fund 

Macquarie Group  Macquarie European Infrastructure Fund 2 

While the Directors acknowledge the ability to engage and influence companies may be less direct then 

in comparison to equity holdings; from the information received, it is encouraging that the managers are 

aware and active in their role as a steward of capital.  

The following examples demonstrate some of the engagement activity being carried out on behalf of 

the Scheme over the year. 

Fixed Income 

Insight 

Insight states within its responsible investment policy that it engages as a bondholder with management 
and other entities to discuss issues such as strategy, deployment of capital, performance, remuneration, 
risk management and ESG factors. Insight prioritises its engagement dependent on a variety of factors 
which can include portfolio position, materiality of issue and company access. Insight produce a detailed 
annual report on responsible investment covering examples of their collaboration, engagement and 
ESG integration.  

Engagement example 

Climate Action 100+ is an investor-led initiative to ensure the world’s largest corporate greenhouse gas 
emitters take necessary action on climate change. Insight is supporting engagement with Enel and BHP 
as part of its monitoring of climate-reductions strategies. Engaging with both issuers since inception, 
there has been noticeable improvement in their communication and leadership. In the case of Enel, 
they issued the market’s first sustainability-linked bond. Both companies made additional commitments 
regarding their management of coal-related business practices. 

PIMCO 

As stewards of capital, PIMCO believes their size, scale and history as a premier fixed income manager 

give PIMCO a special platform to engage with issuers, help lead the industry and drive positive change. 

Engagement is an essential tool for delivering impact for investors, markets and society. But 

engagement is not just about partnering with issuers that already demonstrate a deeply unified 

approach to sustainability commitments, but those with less advanced sustainability practices. This can 

be a direct way for PIMCO to influence positive changes that may benefit all stakeholders, including 

investors, employees, society and the environment.  

https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/cg-quarterly-report.pdf
https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/cg-quarterly-report.pdf
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PIMCO aims to have an industry-leading engagement program among fixed income asset managers. 

By investing across a diverse asset class and group of issuers – including corporates, municipalities, 

sovereigns and others – PIMCO believes they are ideally positioned to drive meaningful change.  

PIMCO’s credit research analysts engage regularly with the issuers that they cover, discussing topics 

with company management teams related to corporate strategy, leverage and balance sheet 

management, as well as sustainability-related topics such as climate change targets and environmental 

plans, human capital management, and board qualifications and composition. 

Further detail on PIMCO's policy can be found here: https://www.pimco.co.uk/en-gb/our-firm/policy-
statements 

Engagement example 

An example of a fund level engagement relevant to the Scheme's investment is where PIMCO engaged 
with the Lloyds Banking Group to obtain an update on the progress made on their ESG initiatives and 
developments. The engagement was led by the credit analyst covering this issuer who is responsible 
for the interaction with the company alongside the ESG team. PIMCO discussed Lloyds' progress and 
plans on climate risk assessment, Paris alignment, sectoral policy, human capital support towards 
digitalisation and how ESG is reflected into employee performance assessment. The discussion has 
led to an update of PIMCO's ESG view for Lloyds. PIMCO aims to maintain the dialogue for follow-up 
discussion on these areas moving forward. 

Real Estate 

DTZ 

DTZ believes that integrating ESG considerations into its investment process, from acquisition through 

to disposal, is critical to meeting changing occupier demands and maximising returns for its clients. Its 

strategy focuses on understanding the impact of ESG issues on future value. Identifying the 

opportunities this brings and minimising risk to its portfolios. This approach will help to enhance tenant 

retention, lower operating costs and minimise the risk to portfolio investment returns presented by 

climate change, future legislative changes, and obsolescence.  

DTZ began creating a path to Net Zero Carbon by 2040 which will see the assets it manages become 

operationally more efficient, rely less on fossil fuels, and address the embodied carbon in the 

maintenance and construction of assets. This year, this translated to updated leasing structures, 

evolved refurbishment and construction guidelines and more advanced supply chain monitoring and 

engagement. The DTZI Responsible Property Investment policy is aligned to the United Nations ("UN") 

Policy on Climate Change, and references for example, the UN Sustainable Development Goal on 

climate action.  

DTZ engages with the Better Building Partnership through its consultants, Cushman & Wakefield. At a 

fund level DTZ participates in the Global Real-Estate Sustainability Benchmark ("GRESB") which 

supports identification of engagement opportunities and supports informed investment decision-making 

at a portfolio level. DTZ engages with its clients, including Heads of Pension Funds, their team members 

and their consultants via the reporting method that suits each client, for example, meeting on a quarterly 

and/or annual basis to discuss Fund matters. Written communication is usually issued on both a 

quarterly and annual basis. Reporting on ESG theme has become more extensive as the house 

objectives have evolved and monitoring of portfolios became more established.  

DTZ's asset level teams, including third party property management and asset management with the 

support of external ESG advisors, have created ESG action plans for the majority of assets under 

management. Monitoring of progress is reported by DTZ external ESG advisors. DTZ has been 

successful in obtaining Building Research Establishment Environmental Assessment Method 

("BREEAM") 'Very Good' ratings on refurbishment projects. There will be a wider societal and 

environmental benefit to this exercise but over time DTZ expects there to be a financial benefit given 

likely government legislation limiting property emission levels. 

https://www.pimco.co.uk/en-gb/our-firm/policy-statements
https://www.pimco.co.uk/en-gb/our-firm/policy-statements
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Even though no specific engagement example was provided, the Directors welcome the steps they 

have taken toward engagement and their considerations toward ESG integration.  

CBRE 

CBRE does not invest in companies themselves. However, they do engage with stakeholders, primarily 

the tenants within the portfolios in direct real estate. The exception is for indirect investments where 

CBRE engages with the underlying fund manager or operating partner.  

CBRE engages with the underlying property managers on ESG issues throughout their investment 

process, starting at the due diligence stage to ensure the holding will contribute positively to the 

portfolio's sustainability. The manager's approach to ESG is reviewed with reference to internal; 

strategy, processes and policies, and submission to independent organisations. CBRE is a signatory of 

the Principles for Responsible Investment. They are not a signatory of the UK Stewardship Code, as 

they state this has been focused on the listed equity sector. However, their new ESG visions, policy 

and reporting will be aligned with the UK Stewardship Code's scope and purpose after the 2020 version 

now includes clauses that can be adapted to suit different asset types. 

Engagement example 

Since 2020, CBRE has been engaging with the Premier Inn team to ensure the forward funded 

development of the Premier Inn hotel was achieving the highest sustainability credentials possible in 

cost effective way. An initial sustainable due diligence report was carried out on the development to 

highlight any potential risks before the forward funded development took place. The report highlighted 

that the building was not on track to meet the BREEAM ‘Excellent’ rating and advised carrying out an 

overheating assessment to improve the BREEAM scoring output. The proposed development has been 

led by Tide Construction. This has helped the project to achieve the best in class GRESB rating 

supported by the project pursuing BREEAM certification and specification of renewables. As a result, 

the UK Long Income Fund was rated the global leader within the Hotel Development Assessment in 

GRESB for 2020. This was achieved through a combination of high specification works, BREEAM 

certification and renewables being installed on site.  

Macquarie 

Macquarie has carried out a number of new initiatives recently. For example, in early 2019, they 

formalised a policy restricting investments in businesses with exposure to coal where no further 

investments will be made in standalone coal fired generation or in any asset for which more than 25% 

revenue is dependent on coal. Macquarie is actively encouraging and supporting decarbonisation within 

its portfolios, and more information can be found here: https://www.mirafunds.com/assets/mira/our-

approach/sustainability/infrastructure-sustainability-report-centre-line.pdf 

Engagement example 

Macquarie’s latest Infrastructure Sustainability Report was published in August 2020 on their website 

(link below) which includes various engagement examples in 2019: 

https://www.mirafunds.com/uk/en/our-approach/sustainability.html 

Macquarie was unable to provide an engagement example for 2020. The fund is in its final stage of 

distributing capital to its investors, including the Scheme. The Directors welcome the steps and actions 

Macquarie has taken so far to fulfil its commitment to sustainability, however, they understand that the 

engagement is limited for this fund due to the nature of the investment and the lifecycle of the fund.  

https://www.mirafunds.com/uk/en/our-approach/sustainability.html
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In summary 

Based on the activity over the year by the Directors and their service providers, the Directors are of the 
opinion that the stewardship policy has been implemented effectively in practice. The Directors note 
that most of their applicable asset managers (LGIM, PIMCO, Insight and CBRE) were able to disclose 
strong evidence of voting and engagement activity.  

The Directors expect improvements in disclosures over time in line with the increasing expectations on 
asset managers and their significant influence to generate positive outcomes for the Scheme through 
considered voting and engagement.  




