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HERMES GROUP PENSION SCHEME

IMPLEMENTATION STATEMENT

Implementation Statement, covering the Scheme
Year from 1 July 2021 to 30 June 2022

The Trustee of the Hermes Group Pension Scheme (the "Scheme”) is required to produce a yearly statement to set
out how, and the extent to which, the Trustee has followed the voting and engagement policies in its Statement of
Inwestment Principles (*SIP") during the Scheme Year. This is provided in Section 1 below.

The Statemnent is also required to include a description of the woting behaviour during the Scheme Year by, and on
bahalf of, trustees (including the most significant votes cast by trustees or on their behalf} and state any use of the
services of a proxy voter during that year. This is provided in Section 3 below.

1. Intreduction
Mo changes were made to the voting and engagement policies in the 51P during the Scheme Year.

The Trustes has, in its opinion, followed the Scheme’s voting and engagement policies duning the Scheme Year, by
continuing to delegate to its investment managers the exercise of rights and engagement activities in relation to
investments, as well as seeking to appoint managers that have strong stewardship policies and processes.

Az well a5 the 51P, the Trustee maintains a separate document cutlining its investment beliefs. This was not
reviewed over the Scheme year, but was last reviewed in March 2021 to reflect the Trustee's latest views on
responsibie investment and climate change.

2. Voting and engagement

As part of its advice on the selection and ongoing review of the investment managers, the Scheme’s investment
adviser, LCP, incorporates its assessment of the nature and effectiveness of managers’ approaches to voting and
engagement

In March 2022, the Trustee reviewed LCP's responsible investment (RI} scores for the Scheme's existing
managers and funds, along with LCF's qualitative RI assessmenis for each fund and red flags for any managers of
concern. These scores cover the approach to ESG factors, voting and engagement. The fund scores and
assessments are basad on LCP's ongoing manager research programme and it is these that directly affect LCP's
manager and fund recommendations. The manager scores and red flags are based on LCF's Responsible
Inwestment Survey 2022, The Trustee was satisfied with the resulis of the review.

The Trustee invested in new pooled funds, the L&G Low Carbon Transition Global Equity Index Fund and L&G Low
Carbon Transition Global Equity Index Fund (GEP Hedged} in November 2021, In selecting and appointing this
manager, the Trustes reviewed LCP's Rl assessments of the shortlisted managers,

When LAG (to introduce the Low Carbon Transition Global Equity Index Fund) and Abrdn presented to the Trustee
during the Scheme Year, the Trustee ashed several questions about the managers’ voting and engagement
practices and were satisfied with the answers they received. The Trustee also reviewed reports from their
managers on voting and engagement activities undertaken on their behalf.

Additionally, the Trustee receives quarterty updates on ESG and Stewardship related issues from our investment
advisers.

3. Description of voting behaviour during the Scheme Year
All of the Trustee's holdings in listed equities are within pooled funds and the Trustee has delegated toits
investment managers the exercise of voting rights. Therefare the Trustee is not able to direct how votes are

exercised and the Trusiee itself has not used proxy voling senvices gver the Scheme Year.

In this section we have sought to include voting data in fine with the Pensions and Lifetime Savings Association
{PL3A) guidance, on the Scheme’s funds that hold equities as follows:

« L&G All World Equity Index Fumd — full disimvestment on 1 November 2021
«  L&G Al 'World Equity Index Fund {GBP Hedged) — full disinvestment on T Movember 2021
« L&G FTSE RAFI AW 3000 Equity Index Fund — full disinvestment on 1 Movember 2021
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= L&G FTSE RAFI AW 3000 Equity Index Fund {GBP Hedged) — full disinvestment on 1 Movember 2021
« L&Z Low Carbon Tramsition Global Equity Index Fund — invested on 1 Movember 2021
« L&G Low Carbon Tramsition Global Equity Index Fund (GBP Hedged) — invesied on 1 Movember 2021

As LES are unable o provide part pericd data. we have included voting information for the full Scheme year where
the Scheme has disinvested from or invested in the funds noted above. In selecting the most significant votes we
have selectied votes that took place during the pericd that the Scheme was invesied where applicable.

In addition to the above, the Trustee contacted the Scheme’s other asset managers (Abrdn, Aegon, Barings and
M&Gthat don't hold listed equities, to ask if any of the assets held by the Scheme had voting opportunities over the
pericd. These managers confirmed that they did not have any voting opporunities over the period.

3.1 Description of the voting processes for Legal & General equity funds

Legal & General's voting and engagement activities are driven by ESG professionals and their assessment of the
requirements in these areas. Leagal & General's voting policies are reviewed annually, taking into account feedback
from its clients. Every year, Legal & General holds a stakeholder roundtable event where clients and other
stakeholders (civil sociely. academia, the private sector and fellow investors) are invited to express their views
directly to the members of the Investment Stewardship team. The views expressed by attendees during this event
form a key consideration as it develops Legal & General's voting and engagement policies.

All decisions are made by Legal & General's Investment Stewardship team and in accordance with the relevant
Corporate Governance & Responsible investment and Conflicts of interest policy documents which are reviewed
annually. Each member of the team is allocated a specific secior globally so that the voting is undertaken by the
same individuals who engage with the relevant company. The Investment Stewardship team uses the Institutional
Shareholder Services (155) ProxyExchange’ electronic voting platform to electronically vote clients” shares. All
voting decisions are made by Legal & General and it does not outsource any part of the strategic decisions. Legal
& General uses 155 recommendations but purely to augment its own research and proprietary ESG assessment
tools. The Investment Stewardship team also uses the research reports of Institutional WVoting Information Services
(IW13) to supplement the research reports that Legal & General receives from 135 for UK companies when making

specific voting decisions.

To ensure the proxy provider votes in accordance with Legal & General's position on ESG, Legal & General has
put im place a custom voting poelicy with specific voling instructions that apply to all markets globally. Legal &
General retains the ability in all markets to override any vote decisions, which are based on its custom wvoling
policy. This may happen where engagement with a specific company has provided additional information that
allows Legal & General to apply a qualitative overlay to its voting judgement. Legal & General have strict
monitonng controls to ensure its votes are fully and effecfively executed in accordance with its voting policies by its

service provider.

3.2 Summary of voting behaviour over the Scheme Year

A summary of voting behaviour over the period is provided in the table below. The total size of the Scheme's
invested assets as at 30 June 2022 was £E2040. 8m.

Manager name Legal & Legal & Legal & Legal & Legal & Legal &
General General Feneral General General General
Fund name All Warld All World FTSERAFI FTSERAFI L&G Low L&G Low
Equity Index  Equity Index AW 3000 AW 3000 Carbon Carbon
Fund Fund (GBP Equity Index Eguity Index Tramsition Transiticn
Hedged} Fund Fund {GBP  Giobal Global
Hedged) Equity Index Equity Index
Fund Fund {GBP
Hedged)
Total size of fund at E5.3bn E3.3bn E2.3bn E£0.5bn E2.0bn E2.0bn
end of reporting period
‘Value of Scheme - - =" =" £5.3m E£15.8m

assets at end of
reporting period
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Mumber of equity 3872 3.872 2,375 2,375 2,875 2875
holdings at end of
reporting perod

Number of meetings GE41 §.841 3,284 3,284 4802 4502
eligible to vate

Mumber of resplutiocns 68,5810 66,810 38277 39,277 43,1893 48,193
eligible to vate

% of resolutions voted 858 829 Ba.7 ag.7 Be.a 808
Of the resclutions on 78.8 789 78.8 728 787 8T

which voted, % voted
with management
Of the resclutions on 198 18.8 184 104 0.3 20.3

which voted, % voted
against management

OFf the resclutions on 1.3 1.3 1.0 1.0 14 1.1
which voted, %

abstained from votling

Of the meetings in 2.1 B2.1 Ba.2 @e.8 85.9 85.8

which the manager
voted, % with at least
one vote against
management
Of the resolutions on 10.6 10.8 132 13.2 118 11.8
which the manager
voted, % voled
contrary to
recommendation of
proxy advisor
Fioka: FIgUres may mot S gue o rounding

“The Schemse disinwesiad from these funds dusing the Scheme Year, In Novemoer 2021,

1.3 Most significant votes over the Scheme Year

Commentary on the most significant votes aver the period, from the Scheme’s asset managers who hold listed
equities, is set out below. We have interpreted “maost significant votles” o mean those provided by the investment
managers, following the PLSA guidance providad

Legal & General Equity Portfolio

The below votes were listed as significant by Legal & General and were taken in relation to the Al World Equity,
Index Fund, AN World Equity Index Fund (GBF Hedged). FTSE RAFI AW 3000 Equity Index Fund and FTSE RAFI
AW 3000 Equity index Fund {GBF Hedged).

+* Alibaba Group Holding Limited., China, September 2021. Vote: Against. Qutcome of the vote:
Fassed.

Summary of resolution: Resolution to elect joint Chairman and CEOQ.
Rationale: L&G voted against this resaiution as it has a longstanding policy advecating for the separation
of the roles of CED and board chair. L&G believe these two roles are substantially different. requiring
distinct skills and expenences. Since 2015, L&G has supported shareholder propesals seeking the
appointment of independent board chairs, and since 2020 it has voted against all combined board
chairfCED roles.
Criteria against which this vote has been assessed as “most significant™: LAG considered this vole to
be significant as it is in application of an escalation of its vote policy on the topic of the combination of the
board chair and CEQ.

¢+ The Proctor & Gamble Company, USA, October 2021. Vote: For. Outcome of the vote: Passed.

Summary of resolution: Resclution to elect the Chairman of the Board.
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Rationale: & vote in favour was applied as the company would be splitting the role of Chairman and CEOQ
from the 1st of November 2021.

Criteria against which this vote has been assessed as “most significant™: L&G considered this vote to
be significant as it is in application of an escalation of its vote policy on the topic of the combination of the
board chair and CEO.

The below votes were listed as significant by Legal & General and were taken in relation to the Low Carbon
Tramsition Global Equity Index Fund and Low Carbon Transition Global Equity Indez Fund (GBP Hedged).

¢« Apple Inc., USA, March 2022. Vote: For. Dutcome of the vote: Passed.
Summary of resolution: Resolution to conduct and report on a civil rights audit

Rationale: L&G voted for this resolution because it supports proposals related to diversity and inclusion
podicies as it considers these issues to be a material risk to companies.

Criteria against which this vote has been assessed as “most significant™: L&G views gender diversity
as a financially material issue for its clients, with implications for the assets it manages on their behalf.

+ Alphabet Inc, USA, June 2022. Vote: For. Outcome of the vote: Did not pass.
Summary of resolution: Shareholder resolution to report on the physical risks of cimate change.

Rationale: L&G voted for the proposal as it expecied companies to be taking sufficient action on the issue
of climate change.

Criteria against which this vote has been assessed as “most significant”™: LEG considered the votes to
be significant as it was an escalation of s climate-related engagement activity.
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