
 

 

Implementation Statement for the Year to 31 December 2020 

John Smedley Limited Staff Pension and Life Assurance Scheme (‘the Scheme’) 

Introduction  

This statement describes the voting and engagement policies of Entrust Pension Limited as Trustee 
of the Scheme (‘the Trustee’) along with a summary of voting and engagement behaviour related to 
the Scheme’s investments over the 12-month period to 31 December 2020. 

This Implementation Report is to provide evidence that the Scheme continues to follow and act on 
the principles outlined in the Statement of Investment Principles (‘the SIP’). This report details: 

 
- Actions the Trustee has taken to manage financially material risks and implement the key policies 

in its SIP; 

- The current policy and approach with regards to Environmental, Social and Governance (ESG) 
factors and the actions taken with managers on managing ESG risks; and 

- The extent to which the Trustee has followed policies on engagement, covering engagement 
actions with its fund managers and in turn the engagement activity of the fund managers with 
the companies in which they invest. 

  

Implementation Statement 

This report demonstrates that the John Smedley Limited Staff Pension and Life Assurance Scheme 
has adhered to its investment principles and its policies for managing financially material 
considerations including ESG factors and climate change. 
 
  



 

 

Managing risks  

 

Risk / Policy  Definition Policy Actions 

Interest rates  

The risk of mismatch 
between the value of the 
Scheme assets and 
present value of liabilities 
from changes in interest 
rates. 

The Trustee aims to 
hedge this risk both 
directly and indirectly 
where appropriate 
and affordable.  

The Scheme invests in 
corporate bond, gilt and 
index-linked gilt based funds 
which aim to match some 
changes in the present value 
of the liabilities, as a result of 
changes in interest rates. 

Inflation 

The risk of mismatch 
between the value of the 
Scheme assets and 
present value of liabilities 
from changes in inflation. 

The Trustee aims to 
hedge this risk both 
directly and indirectly 
where appropriate 
and affordable.  

The Scheme invests in index-
linked gilt funds which aim to 
match some of the changes 
in the present value of the 
liabilities, as a result of 
changes in inflation. 

 Liquidity 

Difficulties in raising 
sufficient cash when 
needed without adversely 
impacting the fair market 
value of the investment.  

To maintain a 
sufficient allocation to 
liquid assets so that 
there is a prudent 
buffer to pay 
members benefits as 
they fall due 
(including transfer 
values).   

The Scheme’s assets are 
traded on a daily frequency, 
providing sufficient liquidity, 

Currency 

The potential for adverse 
currency movements to 
have an impact on the 
Scheme’s investments. 

To largely invest in 
GBP share classes 
where possible to 
eliminate direct 
currency risk. 

The Scheme’s investment 
holdings are all GBP based. 

Longevity 

Scheme members living 
longer than expected, 
leading to a larger than 
expected liability. 

Given the 
impracticalities 
surrounding hedging 
longevity risk for 
smaller pension 
schemes without 
implementing a buy in, 
the Trustee assesses 
but retains this risk. 

 

Credit 

Default on payments due 
as part of a financial 
security contract. 

  

To diversify this risk by 
investing in a range of 
credit markets across 
different geographies 
and sectors. 

The Scheme invests in 
pooled credit funds which 
invest across a variety of 
geographies and sectors, 
diversifying the underlying 
credit risk. 

Counterparty 
A counterparty fails to 
meet its financial 
transaction obligations. 

To appoint investment 
managers who 
actively manage this 
risk by conducting a 
reasonable level of 
due diligence on 
counterparties they 
transact with, required 

 



 

 

for the Scheme 
investments. 

Concentration 

Excessive exposure to a 
single issue/stock/sector 
etc. which has a potentially 
disproportionate impact 
on the Scheme’s 
investments. 

To diversify this risk by 
investing in a range of 
asset classes to 
mitigate 
concentration risk. 

To appoint investment 
managers who also 
actively manage this 
risk by ensuring 
underlying 
investments are 
reasonably diversified 
across issuers, 
sectors, stocks where 
applicable. 

 

Reinvestment 

Proceeds from the 
payment of principal and 
interest which may be 
reinvested at a lower rate 
than the original 
investment. 

To diversify this risk by 
investing in a range of 
alternative asset 
classes where 
appropriate in line 
with the Scheme’s 
long-term return 
objective, which may 
potentially offer 
higher returns. 

 

Environmental, Social 
and Governance 

Exposure to 
environmental, social and 
governance factors, 
including but not limited to 
climate change, which can 
impact the performance of 
Scheme investments. 

All decisions about 
the day-to-day 
management of the 
assets have been 
delegated to the 
investment managers. 
The delegation 
includes decisions 
about Social, 
Environmental, Ethical 
and Governance 
considerations in 
selection, retention 
and realisation of 
investments. 

As part of the investment 
management of the 
Scheme’s assets, the Trustee 
is expected to: 

• Where relevant, 
assess the 
integration of ESG 
factors in the 
investment process 
of underlying 
managers by 
considering the ESG 
ratings provided by 
the Investment 
Advisor. 

This is reflected in the SIP 
which was updated in 
September 2020. 

 
 
 
 
 
 
 
 



 

 

Changes to the SIP  
 

Policies added to the SIP  

Aligning Manager Appointments 
with Investment Strategy 

This details the criteria for the appointment of an investment 
manager in line with the investment strategy, the monitoring 
process and the conditions for continued appointment. 

Evaluating Investment Manager 
Performance 

This outlines how the Trustee currently reviews investment 
manager performance, and the conditions which trigger a 
review of a manager’s appointment. 

Portfolio Turnover Costs 

This states how portfolio turnover costs are currently managed 
and how they will be treated in the future. 
 
The Trustee currently does not actively monitor the portfolio 
turnover costs of the Scheme’s assets. 

Manager Turnover 
This details the conditions as to why an investment manager 
would not be retained by the Trustee. 

Investment Manager and 
Advisor Fees 

This outlines the fee arrangement in place for investment 
managers and the investment advisor. 

Responsible Investment and 
Corporate Governance 

This details how the Trustee is expected to consider the ESG 
ratings provided by the Investment Advisor and how the 
investment manager embeds ESG factors into investment 
processes. 
 
The Trustee should acknowledge that a change in ESG rating 
(or lack of ESG rating) does not mean that the fund will be 
removed or replaced automatically. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

Implementing the current ESG policy and approach  
 
ESG as a financially material risk 
The SIP describes the Scheme’s policy with regards to ESG as a material risk. The next page details 
how the Scheme’s ESG policy is implemented. The rest of this statement details our view of the 
managers, our actions for engagement and an evaluation of the stewardship activity. 
 
The following table outlines the areas by which the Scheme’s investment managers are assessed on 
when evaluating their ESG policies. The Trustee will review the Scheme’s ESG policies and 
engagements periodically to ensure they remain fit for purpose. 
 
 
Implementing the Current ESG Policy 
 

Areas for monitoring and 
engagement 

Method for monitoring and 
engagement 

Circumstances for 
additional monitoring and 
engagement 

How ESG, climate change and 
stewardship is integrated 
within investment processes in 
appointing new investment 
managers and monitoring 
existing ones. 

The Trustee will consider the 
ESG ratings provided by the 
investment advisor and how 
the investment manager 
embeds ESG factors into its 
investment process. 
  

A change in ESG rating (or lack 
of ESG rating) does not mean a 
fund will be removed or 
replaced automatically. 

Individual policies of the 
investment manager 
applicable to pooled 
investments. 

The Trustee has given their 
investment manager full 
discretion in evaluating ESG 
factors, i.e. climate change 
considerations, exercising 
voting rights and stewardship 
obligations attached to the 
investments. 

If the manager has not acted in 
accordance with their own 
corporate governance policies 
and framework, and current 
best practice, including the UK 
Corporate Governance Code 
and UK Stewardship Code. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 

 

 
Engagement and Voting  
 
Please see below for details on the engagement and voting actions including a summary of the 
activity for the 12 months to 31 December 2020.  
 
Engagement 
 
As the Scheme invests via a single fund manager, M&G Investments, it provided details on its 
engagement actions. including a summary by category, for the 12 months to 31 December 2020. 
 
M&G have not provided engagement information related to their Gilts-based funds. 
 
 

Fund 
name 

Engagement summary Commentary 

M&G PP 
All Stocks 
Corporate 
Bond 
Fund 
(PPLBA) 

Total engagements: 13 
 
ESG-related: 13 
 
Other: 0 

M&G aims to engage with senior individuals 
across various environment teams and seek 
to identify key risks from an environmental 
perspective. Across different industries, they 
monitor and engage companies on a broad 
range of issues such as climate change 
strategies, supply chain transparency, 
director renumeration, environmental, social 
issues, transparency and disclosure. 
 
An example of a specific engagement:  
 
GlaxoSmithKline – M&G engaged with the 
company to discuss its climate change 
strategy and to enquire into supply chain 
transparency, to identify risks and key areas 
exposed to extreme weather events.   
 
As a result of the engagement, the 
company’s board has agreed to focus more 
on environmental issues and is exploring 
how renumeration goals can be structured 
around climate-related targets. 

M&G PP 
Long 
Dated 
Corporate 
Bond 
Fund 
(PPLCB) 

Total engagements: 9 
 
ESG-related: 9 
 
Other: 0 
 
 
 

 
 
  



 

 

Voting 
 
As the Scheme invests via a single fund manager, M&G Investments, it provided details on its voting 
actions including a summary of the activity covering the reporting year up to 31 December 2020. The 
manager also provided examples of any significant votes.  
 
As voting is not applicable to Gilts-based funds, M&G have not provided voting information in respect 
of those funds. 
 

Fund name Voting summary 
Examples of significant 
votes 

Commentary 

M&G PP All 
Stocks 
Corporate 
Bond Fund 
(PPLBA) 

Votes cast: 51 
 
Votes in favour of 
proposed action: 44 
 
Votes not in favour of 
proposed action: 4 
 
Votes ‘abstained’: 3 

Marston's Issuer PLC –  
M&G consented to a vote 
relating to covenant relief, as 
without this, the event of a 
default would have been 
likely to have occurred in the 
shorter term due to COVID 
impact. 

M&G did not provide any 
additional commentary.  

M&G PP 
Long Dated 
Corporate 
Bond Fund 
(PPLCB) 

Votes cast: 13 
 
Votes in favour of 
action: 12 
 
Votes not in favour of 
proposed action: 1 
 
Votes ‘abstained’: 0 

Gatwick Funding Limited –  
M&G consented to a vote 
relating to a waiver request 
due to the impact of COVID-
19 and breach of financial 
covenants expected. 

 


