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Northern Ireland Water Limited 
Pension Scheme (“the Scheme”)  

Engagement Policy Implementation 
Statement – Year Ended 31 March 2021 

 

1. Introduction 

This Engagement Policy Implementation Statement 
(the “Statement”), prepared by the Trustee of the 
Scheme, sets out how, and the extent to which, the 
Engagement Policy in the Statement of Investment 
Principles (“SIP”) has been followed during the year to 
31 March 2021 (“the Scheme Year”).  

The Statement is based on the relevant versions of the 
SIP that were in place for the Scheme Year, which were 
the SIP dated June 2019 and the SIP dated September 
2020. 

This Statement should be read in conjunction with the 
Scheme’s SIP1. 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 
subsequent amendment in The Occupational Pension 
Schemes (Investment and Disclosure) (Amendment) 
Regulations 2019. 

The overall investment policy falls into two parts; the 
strategic management of the assets, which is 
fundamentally the responsibility of the Trustee, and 
the day to day management of the assets, which is 
delegated to professional investment managers. 

The strategic management of the assets is the 
responsibility of the Trustee acting on expert advice 
and is driven by its investment objectives.  However, 
the oversight of this strategy and the investment 
managers is delegated by the Trustee to a sub group of 
the Trustee – the Investment Sub Committee (“ISC”).  
The ISC operates under an agreed Terms of Reference 

                                                      

1Available on the Company website: 
https://www.niwater.com/publications/ 

and make recommendations to the Trustee as 
required.  

Since the Trustee invests in multi-client pooled 
investment vehicles (effectively owning units in the 
funds) the Trustee has delegated to the investment 
managers the engagement with companies and the 
exercising of voting rights attached to the investments. 
Similarly, it has given the investment managers full 
discretion in evaluating Environmental, Social and 
Governance (“ESG”) factors, including climate change 
considerations. “Governance” aligns with voting and 
engagement but also engagement topics are 
increasingly covering ESG issues at investee companies.  

Sections 2.1 and 2.2 of this Statement set out the 
investment objectives of the Scheme and changes that 
have been made to the SIP during the Scheme Year, 
respectively. Section 2.3 outlines the Trustee’s view on 
how their engagement policies have been followed 
over the Scheme Year. 

Section 3 outlines how the ISC and Trustee have 
implemented their engagement policies. Sections 4 
and 5 include a summary of the engagement and voting 
activity carried out on behalf of the Trustee over the 
Scheme Year by the investment managers. 

2. Statement of Investment Principles 

2.1. Investment Objectives of the Scheme 

The Trustee’s objective is to invest the Scheme’s 
assets in the best interest of the members and 
beneficiaries, and in the case of a potential conflict of 
interest in the sole interest of the members and 
beneficiaries. Within this framework the Trustee has 
agreed a number of objectives to help guide it in its 
strategic management of the assets and control the 
various risks to which the Scheme is exposed. The 
Trustee’s primary objectives are as follows: 

• To ensure the Scheme can meet its obligations to 
beneficiaries. 

• To strike an appropriate balance between risk and 
return when setting investment strategy. 
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• To consider carefully the risks involved in investing 
in different asset classes. 

 

2.2. Review of the SIP 

During the Scheme Year, the Trustee reviewed and 
amended the Scheme’s SIP, taking formal advice from 
the investment consultant (“Mercer”). 

The most recent SIP updated to 30 September 2020 
included the following revisions: 

• Updates to reflect the introduction of equity 
linked bond funds within the investment strategy.  

• Updates to reflect the new requirements under 
The Occupational Pension Scheme (Investment 
and Disclosure) (Amendment) Regulations 2019 
relating to the Trustee’s policy in relation to their 
arrangements with their investment managers, 
including: 

─ The relevant matters which the investment 
managers’ engagement policies are expected 
to include 

─ How the arrangements incentivise the 
investment managers to align their 
investment strategies and decisions with the 
Trustee’s investment policies 

─ How the arrangements incentivise the 
investment managers to make decisions 
based on assessments about medium to long-
term financial and non-financial performance 
of an issuer of debt or equity and to engage 
with issuers of debt or equity in order to 
improve their performance in the medium to 
long-term 

─ How the method (and time horizon) of the 
evaluation of the investment managers’ 
performance and the remuneration for asset 
management services are in line with the 
Trustee’s investment policies  

─ How the Trustee monitors “portfolio turnover 
costs” incurred by the investment managers, 
and how they define and monitor targeted 
portfolio turnover or turnover range 

─ The duration of the arrangement with the 
investment managers. 

2.3. Assessment of how the policies in the SIP 
have been followed for the year to 31 
March 2021 

The information provided in the following section 
highlights the work undertaken by the ISC and the 
Trustee during the Scheme Year and sets out how this 
work followed the Trustee’s Engagement policies in the 
SIP.   

In summary, it is the Trustee’s view that the policies 
in the SIP have been followed during the Scheme year 
to 31 March 2021. 
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3. Implementation of Engagement Policies  

 Policy Legal Requirement  
Policy 
Location in 
SIP 

How the policy has been met over the year to 31 March 2021 

 

Undertaking engagement 
activities in respect of the 
investments (including the 
methods by which, and the 
circumstances under which, 
trustee would monitor and 
engage with relevant persons 
about relevant matters) 

Section 6.3 

As the Scheme invests solely in pooled investment vehicles, the ISC delegates to their investment managers engagement 
with the investee companies on their behalf. Currently, the investment managers present to the ISC at least once every 
Scheme Year at ISC meetings. The ISC will ask the investment managers to highlight any key engagement activity since 
they last presented.   

This Scheme Year the ISC met with investment managers on the following dates: 20 May 2020 (Insight), 26 June 2020 
(M&G & Mercer), 3 July 2020 (LGIM), 27 August 2020 (Ruffer), 27 November 2020 (Aberdeen), 14 December 2020 
(Mercer) & 25 February 2021 (M&G). The ISC did not meet with SSGA as their equity mandate was being terminated and 
the index linked gilt mandate they retained is passively managed government bonds. Some of the topics covered at these 
meetings included: 

 Use of ESG screened investments in Insight’s Broad Opportunities Fund, and of questionnaires to gather more 
ESG related information from companies in Insight’s Secured Finance Fund 

 Investments committed to within the Mercer Sustainable Opportunities Fund  

 LGIM’s investment process underlying their Future World Index Funds and how investments are scored on ESG, 
and how they implement their engagement and voting and Climate Impact Pledge policies. 

 Information from Ruffer on their engagement topics with clients covering areas within ESG, together with a 
summary of key engagement activity and a summary of voting activity.  

 M&G’s Responsible Property Investment Pathway and net zero carbon by 2050 objective for their Secured 
Property Income Fund and how they intend to engage with their tenants.   

 The improvements M&G are making in their integration of ESG into their Illiquid Credit Opportunities Fund, 
including a question bank to gather more data from their investee companies.  

 A further selection of engagement activity for a number of the investment managers is outlined below on pages 6-9. 

In addition, in advance of the ISC meetings, Mercer on behalf of the ISC will ask for each investment manager to provide 
the following documents where applicable. Each of these documents will be discussed by the ISC at the ISC meetings, any 
concerns the ISC may have will be addressed either at the meeting with the investment manager or followed up via email.  

 Stewardship Code Statement  

 Responsible Investment Policy 

 Voting and Engagement Policy  
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All managers have confirmed that they are signatories of the current UK Stewardship Code and have submitted the 
required reporting to the Financial Reporting Council in order to be on the list of signatories for the UK Stewardship Code 
2020 that took effect on 1 January 2020. The Council are currently reviewing the statements for compliance with the Code 
and expect to report back to managers in late 2021.  

The ISC received from their advisers, Mercer, a quarterly investment performance report that includes ESG ratings. These 
are Mercer’s assessment of how well an investment manager integrates the risks and opportunities of ESG, including 
climate change, and voting and engagement into their investment process (the ratings do not signify that a fund is 
“sustainable” focussed). In addition, the ISC receives an annual review of their investment managers’ ESG ratings 
compared to the ratings within Mercer’s universes for each asset class. The latest annual review of ESG ratings was 
presented at the August 2020 ISC meeting. This report highlighted that the majority of the Scheme’s investment managers 
have a Mercer ESG rating that is either equal to, or more positive than, the average rating within the respective universe. 
Since the previous annual review two managers’ strategy ESG ratings have been upgraded and none downgraded. When 
selecting a new manager the Trustee would consider the ESG rating of the manager as part of the manager selection 
process.  

Work undertaken during the Scheme Year in relation to the Trustee’s policy on ESG is outlined under ‘Responsible 
Investment Activity by the Trustee During the Scheme Year’ on page 5. 

 

Voting Disclosures 

 Policy Legal Requirement  
Policy Location 
in SIP 

How the policy has been met over the year to 31 March 2021 

 
The exercise of the rights 
(including voting rights) 
attaching to the investments 

Given the Trustee invests in pooled investment vehicles, it has delegated its voting rights to the investment 
managers. Where applicable, the investment managers are expected to provide voting summary reporting on a 
regular basis, at least annually.   

Currently, when investment managers who have voting rights attached to the Scheme’s investments present to the 
ISC, the investment managers highlight key voting activity.  Over the prior 12 months, the ISC have not felt the need 
to challenge their investment managers on voting activity.  

The section below on pages 10-12 highlights key points on how the Scheme’s investment managers have exercised 
voting rights during the Year, based on information provided by them.  
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Responsible Investment Activity by the ISC and Trustee during the Scheme Year 

Implementing Environmental, Social and Governance (“ESG”) factors within the 
investment strategy 

During the previous Scheme year (November 2019), the ISC received some initial training from Mercer 
on how to further incorporate ESG into the Scheme’s investment strategy. This training specifically 
focused on the Scheme’s equity portfolio. At the November 2019 ISC meeting the ISC agreed to 

receive a presentation from Legal & General Investment Management on their ESG equity options at 
the following ISC meeting in February 2020. 

LGIM’s presentation was well received and at the May 2020 ISC meeting, the ISC received further 
training on ways to reflect ESG risks and opportunities, including climate change, within the Scheme’s 
equity portfolio. As part of this meeting the ISC reviewed their current investment beliefs, including 
around ESG. The Trustee ultimately agreed to consider ways of improving integration across all areas of 
ESG, rather than, say for example, focusing specifically on environmental issues. As a result of this 
meeting, the ISC agreed to invite LGIM back again for a more in depth training session on their equity 
investment options that met these ESG beliefs. 

Following further discussion, the Trustee agreed to invest 11.75% and 2.0% of Scheme assets into the 
LGIM Future World Global Equity Index Fund (GBP Hedged) and LGIM Future World Emerging Market 
Equity Index Fund. Implementation was completed in January 2021.  

The ISC also considered whether to continue to commit monies to Sustainable Opportunities funds. 
They have agreed to continue to target a holding of 7.5% and are now considering implementation 
options.  

Trustee Training 

Statement of Investment Principles (“SIP”) 

In May 2020 and June 2020, the ISC and the Trustee, respectively, received training conducted by 
Mercer in relation to the new regulatory requirements for the SIP.  

The training included a review of the new requirements from 1 October 2020, and outlined that the 
Trustee is required to include additional policies in their SIP and to disclose information in Trustee 
Report and Accounts and public websites. 

Actions included: 

 Update the SIP to expand on the application of the Trustee’s engagement activities and to 
include the new policies in relation to investment manager arrangements.  

 Publish the SIP on a publically available website before 1st October 2020.  

 Produce an Engagement Policy Implementation Statement for inclusion within the 31 March 
2021 Trustee Report and Accounts, and published online by 1 October 2021. Noting that the 
Engagement Policy Implementation Statement will need to be produced each year going 
forwards.
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4. Engagement Activity 

Legal & General Global Equity & Emerging Market Equity 

Legal & General Future World Global Equity Index Fund (GBP Hedged) and the Future World Emerging Market Equity Index Fund, 
managed by Legal & General Investment Management (‘LGIM’), is one of the Scheme’s largest investment holdings that has voting rights 
attached to the underlying assets.  

 

  

Modern slavery and fast fashion 
As part of a collaborative 

engagement with other investors, 

LGIM have challenged FTSE 350 

companies that had failed to meet 

the reporting requirements of 

Section 54 of the Modern Slavery 

Act, 2015. 

Not only did LGIM want to 

highlight the importance of 

eradicating modern slavery 

throughout the supply chains of 

FTSE 350 companies, they also 

sought to raise the importance of 

eradicating modern slavery across 

global business. A secondary 

objective was to encourage a 

greater degree of challenge on  

For further information, please visit https://www.lgim.com/landg-assets/lgim/_document-library/capabilities/active-ownership-report-2020.pdf 

Engaging for change 
In 2020, LGIM expanded their 

Climate Impact Pledge, a targeted 

engagement programme launched 

in 2016 that combines in –depth 

analysis of companies climate 

strategies alongside voting and 

investment sanctions. 

 

Initially focussed on about 80 

companies in key sectors, the 

pledge has contributed to tangible 

improvements, with a number of 

companies from which they had 

previously divested within certain 

strategies stepping up their action 

on climate issues following 

LGIM’s engagement. 

Oil majors shifting on net zero 
Oil companies have begun to adopt 

net zero emissions targets, relating 

not just to their operations, but also 

the use of their products (by far the 

largest source of emissions for the 

industry). BP plans to curb oil and 

gas production significantly, 

broadly in line with global climate 

targets. “We listened and we 

learned,” said Bernard Looney, BP 

CEO, reflecting on shareholder 

engagement co-led by LGIM, as 

part of the Climate Action 100+ 

investor coalition dismissed, and 

the company was delisted from 

Nasdaq in June 2020.  

But progress has not been 

uniform: having previously 

divested from ExxonMobil 

from some of their funds due 

to concerns over governance 

and climate targets, in 2020 

LGIM announced they would 

be voting against the 

company’s chair-CEO, as well 

as several other directors. By 

contrast, Occidental 

Petroleum, another company 

formerly on LGIM’s sanction 

list, in 2020 became the first 

US oil major to announce 

broad net zero targets 

social issues, specifically making 

use of shareholder rights, as 

LGIM believe that responsible 

investment currently does not 

focus enough on these concerns. 

Separately, they had numerous 

engagements with Boohoo 

Group in the second half of 2020 

to discuss its response to 

criticisms of poor practices in its 

supply chain. As a consequence, 

Boohoo announced its Agenda 

for Change programme, with a 

focus on improving supply-chain 

management, driving more 

responsible sourcing and 

transparency. 

Engagement in practice:  
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Ruffer Absolute Return Fund  

Ruffer Absolute Return Fund, managed by Ruffer LLP (‘Ruffer). 

    

Financial Conduct Authority (FCA) 
 

Tesco 

 Ruffer arranged a meeting with the 

UK regulator, the FCA, in order to 

discuss sustainable finance regulations 

and how they might evolve. Having 

worked over the last year to prepare 

for and implement the European 

Sustainable Finance Disclosure 

Regulations (SFDR), Ruffer offered 

their views and experience of practical 

implementation and what lessons 

could be learnt. Ruffer agreed it is 

important to protect investors and 

prevent ‘greenwashing’. The SFDR 

and Green Taxonomy classification 

system works well in theory, but has 

some shortfalls in practice. 

There is a real risk the rigid and 

backward-looking classification system 

becomes a ‘box ticking’ exercise, with 

an over-reliance on ratings agencies 

and favouring disinvestment over 

engagement. Ruffer suggested a 

number of improvements to the 

classification system the FCA may 

wish to consider if implementing 

similar regulation. Ruffer noted that for 

the government to achieve its net zero 

ambition and decarbonise the economy, 

asset managers have an important role 

to play through active stewardship and 

this should be further encouraged. 

 

Ahead of the 2020 AGM, Ruffer 

engaged with the Chair and another 

member of the board to understand the 

rationale for changing the peer group 

used to determine management 

remuneration. Ruffer expressed their 

concern about changes to the criteria for 

the remuneration policy, which had been 

approved by shareholders in 2018, and 

questioned why the decision was made to 

change it at this time. In addition, Ruffer 

wanted to understand the process the 

board adopted in making this decision. 

Ruffer discussed in detail the distorting 

effects Ocado was having on the peer 

group, the analysis the board had done on 

different options and how the decision 

was taken by the board as a whole. 

When determining whether to support a 

remuneration policy or report, Ruffer 

assess a number of factors, including 

whether the quantum is reasonable given 

the performance of management. In this 

case, in recent years, the company has 

seen consistent improvements in its 

cashflow generation, operating profit and 

customer brand perception. In addition, the 

company has significantly reduced its 

debt. Therefore, while Ruffer expressed 

their concern over the retrospective 

changes to the peer group, Ruffer decided 

on balance to support the remuneration 

report. Ruffer stressed to members of the 

board that Ruffer hope they will 

constructively consult shareholders before 

revising the remuneration policy next year. 

 For further information, please visit https://www.ruffer.co.uk/ 

Engagement in Practice:  
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State Street Global Advisors (SSgA) Passive Equity Portfolio  

SSgA Passive Equities managed by SSgA, was the Scheme’s largest investment holding prior to its termination in January 2021.  

 

  

  

Fearless Girl Campaign Climate Risk – Lobbying Proposals  

 
On the eve of International Women’s Day 

2017, State Street Global Advisors placed 

a statue of a Fearless Girl in the heart of 

New York’s Financial District, to raise 

awareness about the importance of gender 

diversity in corporate leadership and to 

call attention to our minimum expectation 

for companies to have at least one woman 

on their boards.  The campaign’s 

momentum continued in the US in 2020, 

building on its positive impact from the 

previous years. Since the launch of the 

campaign, 612 of the Russell 3000 

companies initially identified have added 

at least one female director to their boards.  
 

 

As of Q4 2020, 6% of Russell 3000 

companies had all male boards, down 

from 24% at the start of our campaign. 

In the UK, State Street continued to 

monitor the few remaining companies 

in the FTSE 350 that were lacking in 

board gender diversity. Of the 18 

companies identified, 83% (15 

companies) have added a female 

director to the board since Fearless 

Girl’s original placement. 

State Street view these as proof points 

of gender diversity’s status of a 

mainstream boardroom issue and the 

ongoing impact of their campaign. 

State Street found that shareholder 

proposals related to political activities 

are evolving and bringing together 

both the issue of lobbying as well as 

climate change. These climate-related 

lobbying proposals are asking for 

corporate membership in trade 

associations to be fully aligned with a 

company’s stated position on climate 

change. Where there are 

inconsistencies with a company’s 

position on climate and those of the 

company’s trade associations, the 

proposal asks companies to suspend 

their membership of such 

organisations. 

State Street supported the climate-related 

lobbying proposals submitted at Delta Air 

Lines, Inc. and United Airlines Holdings, Inc. 

as they believe that additional reporting on 

lobbying-related practices and policies would 

help them to better understand the relevant 

risks.  

In contrast, Chevron Corporation provides 

superior disclosure on its trade group, not only 

compared to its oil and gas peers, but also 

relative to the broader US market. However, 

the company lacks a gap analysis on its stated 

position on climate and that of its trade 

association. Therefore, State Street abstained 

on the climate-related lobbying proposal 

submitted at the company’s 2020 AGM.  

For further information, please visit https://www.ssga.com/library-content/pdfs/asset-stewardship/asset-stewardship-report-2020.pdf 

Engagement in practice:   
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Selected Other Scheme Managers – Engagement in Practice 

 

  

M&G Engage Sainsbury’s on 
Modern Slavery best practice  

Insight: Flexigroup 
disclosure requirements 

Aberdeen Standard 
(ASI) engage with AT&T  

M&G have begun work to 
understand how retailers 
address modern slavery 
and human rights in their 
supply chains. As a leader 
in this area, they engaged 
with Sainsbury’s (a 
tenant in a number of 
their property fund 
holdings) to understand 
the action they have 
taken and their view of 
best practice. This would 
help M&G in 
engagements and 
discussions with other 
parties.   

The discussions with 
Sainsbury’s highlighted 
their approach but also 
the challenges and 
difficulties they faced in 
very long and complex 
supply chains. They 
discussed the training 
and technology 
measures in place to help 
identify modern slavery 
issues. The discussions 
provided valuable 
information to feed into 
M&G’s future work.  

Insight met with the 

management of Flexigroup to 

discuss risks within their 

business as the bonds are 

backed by company equipment.  

Insight have a number of 

concerns around processes 

within the organisation and how 

it engages with its customers, 

for example, not having strict 

guidance on affordability checks 

that take into account changing 

circumstances,   

set Key Performance Indicators 

required to report to industry 

regulators, they do not disclose 

any environmental metrics for 

their loans. With regard to their 

staff they do have good social 

policies in place on diversity, 

corruption, money laundering 

and whistleblower processes. 

This engagement is ongoing and 

Insight are receiving regular 

updates from the company on 

their lending practices. 

 

ASI continue to engage with AT&T on 
its approach to employee relations and 
unions in particular.  
The company is moving toward a 
wireless network that may result in job 
losses. AT&T gave details on how it 
engaged with unions, as well as its 
approach to inclusion and diversity.  
As the company transitions, we will 
track progress and ensure it treats 
employees well. 

Engagement in practice:   
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Votes “with / against 
management” assess how 
active managers are in voting 
against management and seeks 
to obtain the rationale behind 
voting activities, particularly in 
cases where split votes may 
occur.  
 
Some proposals were unvoted 
– reasons include conflicts of 
interest, power of attorney 
markets (voting can only be 
carried out by an individual 
actually attending the meeting) 
and share blocking markets 
(regulatory barriers to voting). 
 
 

5. Voting Activity during the Scheme Year 

 

 

  
 

A summary of the voting activity for the Scheme’s dedicated equity fund holdings and Ruffer’s equity holdings in their diversified growth fund is set out below. LGIM 
were unable to provide part period voting statistics and therefore, could not provide voting statistics from the date of inception 11 January 2021. The statistics below 
cover the 1 April 2020 to 31 March 2021 period. LGIM, State Street and Ruffer use Institutional Shareholder Services (ISS) as proxy voting advisor. 
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Sample of signficant votes 

 There is no official definition of what constitutes a significant vote; managers have adopted a variety of interpretations such as:  

• There is a particular interest in a specific vote relating to an issue, 

• The potential impact on the financial outcome, 

• Size of the holding in the Scheme / mandate, an 

• Whether the vote was high-profile or controversial. 

The table below highlights the sample of significant votes for Legal & General and Ruffer. SSgA identified all votes as significant. The ‘Vote by Management’ and the 
‘Vote by Investment Manager’ columns highlight whether the company management team and investment manager voted for () or against () the sample of 
proposals shown below. Where the investment manager voted differently to the company management team, a rationale for their decision is provided.   
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Investment 
Manager Issuer Date  Vote Category Proposal 

Vote by 
Investment 

Manager 

Recommendation 
by management 

Rationale 

Ruffer Ocado 6 May 2020 Governance  
Re-election of 
the Chair of the 
Board 

 
 
 

Ruffer voted against the re-election of the Chair of the Board, as 
they were not comfortable with the board structure and believe 
the company is acting slow to rectify the situation. In particular, 
Ruffer do not believe there are a sufficient number of 
independent directors on the board. 

Ruffer Lloyds Bank 21 May 2020 Governance 
Vote on 
Remuneration 
Policy 

 
 
 

 
 

Ruffer voted against the proposed remuneration policy at the 
company as they do not believe it sufficiently incentivises 
management to deliver shareholder value.   

Ruffer 
Countryside 
Properties 

5 Feb 2021 Governance 

Governance-
board 
composition and 
remuneration 

           n/a 
       (abstain) 

 

Ruffer believe the company would benefit from a non-executive 
director with a proven track record in capital allocation. In 
addition, they believe significant changes need to be made to the 
remuneration policy to ensure management is incentivised to 
deliver.  

LGIM 
Imperial 
Brands plc 

3 Feb 2021 Governance 

Approve 
Remuneration 
Report and 
Approve 
Remuneration 
Policy 

  
LGIM voted against both the report and policy. The Company did 
not apply best practice in relation to post-exit shareholding 
guidelines.  

LGIM 
Samsung 
Electronics 

17 Mar 2021 Governance 

Elect Park Byung-
gook, Kim Jeong, 
Kim Sunuk as 
Outside Director. 

               
LGIM voted against the resolutions as the outside directors, who 
should provide independent oversight, have collectively failed to 
remove criminally convicted directors from the board.  

LGIM 
Walgreens 
Boots 
Alliance 

28 Jan 2021 Governance 

Advisory vote to 
ratify named 
executive officers 
compensation 

  
The company did not provide sufficient justification for the level 
of discretion applied to the CEO rewards in respect of the 2018-
2020 award.  


