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Proxy Voting Summary 2019

Mercer believes that stewardship, or active ownership, helps the realisation of longterm investor value by providing an opportunity to enhance the value of companies
and markets through voting and engagement. This document summarises the 2019
proxy voting activity for the Mercer Funds1 in Australia, for both our domestic and
global equities holdings.
Mercer is a long-term institutional investor and regards active ownership, with a focus on environmental, social and governance
(ESG) issues, of particular importance in serving the interests of our investors. One of the main components to Mercer’s active
ownership approach is proxy voting to improve the long-term shareholder outcomes of companies within our portfolios.
2019 saw ESG issues play an increasingly prominent role in how shareholders evaluate company management and performance.
The key themes surrounding voting activity in 2019 are highlighted below:
• Strong support for climate-related shareholder proposals, particularly around enhanced disclosure on how companies are
measuring and managing carbon emissions and climate change risks.
• Increased focus on Human Rights risks in particular in relation to Modern Slavery within company operations and supply chains.
• Ongoing focus on corporate governance in a post Royal Commission world particularly around executive remuneration
structures, board diversity and capital allocation.
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The Mercer Multi-Manager Funds, Responsible Entity and Trustee, Mercer Investments (Australia) Limited (MIAL) ABN 66 008 612 397, Australian Financial Services
License #244385, and the Mercer Super Trust, Registered Superannuation entity licensee, Mercer Superannuation (Australia) Limited (MSAL) ABN 79 004 717 533,
Australian Financial Services License #235907, 727 Collins Street Melbourne VIC 3000.
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The update below contains voting statistics as well as a summary of some of the more notable votes of the year:

Summary Vote Statistics
ITEMS

TOTAL

Number of meetings voted

3596 (89%)

- Number of Australian meetings voted

366 (99%)

Number of ballots voted

5925 (95%)

Proportion of votes FOR

90.5%

Proportion of votes AGAINST

8.6%

Proportion of votes ABSTAIN

0.5%

Proportion of votes WITHHOLD

1.2%

Proportion of votes against management

9.2%

Proportion of votes against proxy advisor recommendations

1.1%

Proportion of votes on Shareholder Proposals

2.4%

Number of Super Votes used

4
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Governance-related votes
Corporate governance remains an
important focus for shareholders,
in particular around executive
remuneration, board diversity and
capital allocation.
Notable Votes

Lastly, Mercer voted Against a board spill resolution and
shareholder resolutions including one on additional
climate change disclosures as they were not necessary
or expected to add to value creation and protection.
Among Australian banks, Westpac is considered a leader
in understanding, managing and disclosing its strategy to
address risks and opportunities linked to climate change.

Westpac:
Mercer used a Super Vote for Principle1 and voted For all
directors standing for re-election, For the remuneration
report, Against a Board spill and Against a shareholder
proposal on climate change. Westpac’s AGM fell just after
it was alleged the company had wide-spread breaches
of anti-money laundering regulations and was under
investigation by AUSTRAC.
Across the 10 managers holding the stock, 5 managers
with very strong sustainable investment credentials
were intending to vote as outlined above, while 5 other
managers and our proxy advisor were recommending
the opposite. Mercer engaged with Westpac via its
proxy solicitor and was provided with a detailed
response to the research provided by our proxy advisor.
On the question of electing directors, while Mercer
was very concerned about the seriousness of AUSTRAC
allegations, we felt those concerns needed to be
balanced against the risk of increased board instability
to work through these shortcomings to solutions. Given
that the CEO, Chair and Head of the Risk Committee had
already resigned, re-electing the remaining directors
with institutional history seemed prudent.
On the remuneration report, Westpac had substantially
amended the remuneration structure since 2018 (when
Mercer voted Against) and utilised the non-financial
performance targets to cancel or reduce incentive
payments to directors. The outgoing CEO received no
short-term incentive in FY19 and will forfeit all unvested
equity incentives. Also, the board has cut the base fees
to directors by 20% for FY19.

1

Supervote for Principle – A Supervote for principle or to protect Mercer’s reputation would always apply where Mercer Funds wishes to vote contrary to the advice of its
proxy advisor and its underlying investment managers. These votes are expected to be rare and reflect those instances where Mercer votes could make front page headlines.
Approval to use a Super Vote for principle or protection requires approval first by a member of the Mercer Funds team at Partner level or above, and then by one nonexecutive member of the MIAL Board.
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Environmental and Social-related votes
There is growing investor concern
surrounding environmental and social
matters, in particular climate risk
management and human rights risks
which was evident in the number of
shareholder proposals being put forth
around these topics in 2019.
Notable Votes
AGL Energy:
Mercer used a Super Vote for Consistency2 to vote For a
shareholder proposal asking the company to disclose its
strategy for transitioning to a low carbon economy. Mercer’
proxy advisor recommended voting For the proposal but
Mercer’s two investment managers that held the stock were
inclined to vote Against the proposal because “AGL provided
clear analysis of the likely impact of the transition to a low
carbon energy system on its coal fired stations” and “also
provided its timetable for exiting coal fired generation.”
Given this divergence of opinions, Mercer engaged
with AGL to clarify its position and understand why
management was opposing the resolution. While AGL
outlined its clear climate change and transition strategy,
it confirmed that its current targets, which are based on
plant closures and emissions intensity targets, were not
science based or aligned with a 1.5 degree scenario.
Mercer decided to vote For the proposal given our support
for companies to manage transition risks associated with
climate change and for disclosure to include science-based
targets that are aligned with the Paris Agreement. This
additional information would also support shareholders in
making informed investment decisions.
Mercer communicated its vote to AGL and made clear that
the vote should not be misread as supporting pre-mature
plant closures by 2030, which could destabilise the grid
and have a negative impact on shareholders and the local
economy. AGL indicated it was willing to considering
adopting science-based targets.

BHP Group:
Mercer used a Super Vote for Consistency2 to vote Against
a shareholder proposal at BHP asking the company to
suspend its membership in industry associations that are
involved in lobbying inconsistent with the goals of the
Paris Agreement. Our proxy advisor recommended voting
Against and, across the 12 managers holding the stock,
three indicated their intention to vote For the proposal.
Mercer joined teleconferences with both the shareholder
proponent – Vision Super – and BHP to hear both parties’
perspectives. In the end, we voted Against because the
company had already agreed to review its membership
in trade associations undertaking climate lobbying and
to wait until after the review was complete to determine
whether to exit any associations. This vote was noteworthy
in that 27% of voting shareholders supported it, which
is unusually high for a shareholder proposal that is not
supported by the Board.
In January 2020, BHP published the results of its review and
identified four trade associations with material differences
to its own positions on climate change, which included the
NSW Minerals Council. The Minerals Council has been given
until 30 Apr to clarify its position on the role of emissions
reduction in its energy policy advocacy approach. If the
material difference is not addressed, BHP may exit.
Qantas:
Mercer used a Super Vote for Principle1 and voted
Against a shareholder proposal at Qantas Airlines
asking it to review its human rights risks in light of
the Australian government’s policy to deport asylum
seekers who were not granted the right to remain in the
country. Our proxy advisor recommended voting For
the proposal while three of our highly rated managers
recommended voting Against.
Mercer determined to vote Against the proposal because
we did not believe the airline was the appropriate body to
adjudicate on specific asylum cases and the right to remain.
Rather, this should be left with the courts/ government.

1

Supervote for Principle – A Supervote for principle or to protect Mercer’s reputation would always apply where Mercer Funds wishes to vote contrary to the advice of its
proxy advisor and its underlying investment managers. These votes are expected to be rare and reflect those instances where Mercer votes could make front page headlines.
Approval to use a Super Vote for principle or protection requires approval first by a member of the Mercer Funds team at Partner level or above, and then by one nonexecutive member of the MIAL Board.

2

Supervote for Consistency – In order to execute high quality and consistent voting where an investment manager has overridden the proxy advisor’s recommendations, the
Mercer Funds may want to extend that voting across all managers holding that security. A Super Vote for consistency can be used provided the vote does not present any
reputation risk or financial risk.
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IMPORTANT NOTICES
‘MERCER’ is a registered trademark of Mercer (Australia) Pty Ltd ABN 32 005 315 917.
References to Mercer shall be construed to include Mercer LLC and/or its associated companies.
This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content may
not be modified, sold or otherwise provided, in whole or in part, to any other person or entity, without Mercer’s prior written permission.
The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to
convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed. Past performance does not guarantee future
results. Mercer’s ratings do not constitute individualised investment advice.
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Information contained herein has been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify
it independently. As such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no responsibility or liability
(including for indirect, consequential or incidental damages), for any error, omission or inaccuracy in the data supplied by any third party.
This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or constitute a
solicitation on behalf of any of the investment managers, their affiliates, products or strategies that Mercer may evaluate or recommend.
For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.
Conflicts of interest: For Mercer Investments conflict of interest disclosures, contact your Mercer representative or see www.mercer.com/conflictsofinterest
Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen
timeframe. Mercer does not assert that the peer groups are wholly representative of and applicable to all strategies available to investors.
Risk warnings: The value of your investments can go down as well as up, and you may not get back the amount you have invested. Investments denominated in a
foreign currency will fluctuate with the value of the currency.
Certain investments carry additional risks that should be considered before choosing an investment manager or making an investment decision.
This document has been prepared by Mercer Investments (Australia) Limited (MIAL) ABN 66 008 612 397, Australian Financial Services Licence #244385.
©2020 Mercer LLC. All rights reserved.
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