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SCOPE
This policy governs Mercer’s share voting and company
engagement activities and pertains to Mercer ownership of
domestic and international shares on behalf of investors in
Mercer investment funds/options, and non-Mercer investment
funds/options with a mandate in place. Where possible,
Mercer will aim to apply this policy to all shares, however, it
does not apply in full to shares held in pooled investment
vehicles or to shares directly selected by a beneficiary where
corporate actions are the responsibility of that beneficiary.

The following key principles underpin the Mercer policy:

• Shares are voted in a manner that is deemed most likely
to protect and enhance the long-term value of a security
as an asset to the portfolio

• Mercer ensures all votes are evaluated and voted on for all
company resolutions, unless there is a conflict of interest
instance that would prevent this from occurring

• Voting records are maintained

• Voting statistics are published on the Mercer website,
on a six-monthly basis.

MERCER AS AN ACTIVE OWNER
Mercer is a long-term institutional investor and a ‘universal’
owner and for these reasons Mercer regards investment
governance and active ownership of particular importance
in serving the interests of our investors. This policy, and
the actions governed by this policy, represents Mercer’s
commitment to industry standards of good governance.
Mercer’s investment governance approach has four
main components:

• Share voting

• Corporate engagement

• Public policy participation

• Disclosure

SHARE VOTING
Mercer regards voting its shares as important to our fiduciary
responsibility. A vote is a visible and concrete expression of
what may have been expressed in private discussion with the
company’s board or management either via our agents
(investment managers) or directly with Mercer management
(refer to engagement section below). Voting is also an
effective way for Mercer and other investors to publicly
express views on what a company is doing, and where a
company may need to change. For this reason, Mercer will
instruct its investment managers to vote unambiguously ‘for’
or ‘against’ all company proposals in order to send a clear
signal to the company. However, it may be that Mercer or its
investment managers will vote ‘abstain’ as part of the
engagement process – for instance, Mercer may signal to a
company our desire for change by voting ‘abstain’ while

simultaneously informing the company’s board that if change
is not sufficient future votes may be ‘against’ rather than
‘abstain’. (Of necessity, there will also be other types of votes
that may be driven by regulatory requirements or the
circumstances of individual jurisdictions – for instance an
‘abstain’ or ‘take no action’ in circumstances where there
has been a share issuance and the manager has participated
in that issuance.)

Mercer appoints and fully utilises a proxy voting advisor for
domestic and international equities for their voting execution
platform, research report coverage, and aggregated reporting.
With this support, Mercer adopts the following approaches in
domestic and international markets:

DOMESTIC SHARES
The decision on how to vote may ultimately be made by
Mercer, with oversight provided by dedicated Mercer
investment professionals tasked with management
of compliance with the Mercer Funds Corporate
Governance Policy.

In the first instance, Mercer policy will reflect Mercer’s
appointed proxy voting advisor’s position. The proxy voting
advisor issues a report recommending ‘for’, ‘against’, or
‘abstain/take no action’ votes according to their assessment of
each resolution on the basis of their guidelines. Mercer
requests each of its investment managers that hold the stock
to vote according to the Mercer policy on each resolution,
however, should managers wish to vote differently to Mercer
policy they may do so but are requested to document their
reasons–a ‘comply or explain’ procedure. Mercer regards
this explanation from managers as critical, as investment
managers may have a detailed knowledge of both the
governance and operations of their investee companies and
we encourage dialogue between Mercer as the ultimate
fiduciary and its managers. Mercer accepts that by enabling
managers to vote differently to Mercer policy, based on the
belief that manager knowledge may be beneficial to the voting
process, which this may result in ‘split votes’ where Mercer’s
investment managers vote differently on a resolution.

TAKING A ‘SUPER VOTE’
Mercer has the authority to vote in a single vote or ‘Super
Vote’ which overrides all manager votes on any resolution in
circumstances where Mercer believes such a vote on a
significant matter is necessary in Australian equities. For
international equities Mercer is also able to conduct a ‘Super
Vote’. Ultimately the decision to undertake a ‘Super Vote’ is
based on Mercer’s view of the long-term interests of its
investors. In determining such votes, Mercer will consult its
proxy voting advisor’s position, its managers, and consider
best practice guidelines and information on governance
standards from organisations such as the Australian Stock
Exchange, the Association of Superannuation Funds  of
Australia Limited (ASFA) Financial Services Council (FSC)
and the International Corporate Governance Network (ICGN).
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INTERNATIONAL SHARES
Mercer has instructed its investment managers to undertake
voting for Mercer’s international shareholdings on all shares,
subject to the limitations outlined below. Mercer retains the
right to engage with managers and override manager voting
decisions, as above, on occasion. Mercer’s objective is to vote
on all shares in its portfolio both domestic and international
with the following qualifications and exceptions.

• Share blocking markets: there are some markets that place
regulatory barriers to voting usually in the form of limitations
on trading of shares if a vote is enacted. Mercer will seek to
vote in these markets, however voting may be limited, and
Mercer accepts that it may not vote in some or all of
these markets.

• Stock lending: At the time of writing, Mercer in the Pacific
does not have an active share lending program. Should
Mercer have an active share lending program in future,
where there is a significant vote, or where Mercer is a major
shareholder, Mercer will seek to recall the shares from loan
and vote those shares, particularly where our vote on a
resolution is ‘no’ or ‘abstain’.

• Pooled vehicles: Mercer has some investments in pooled
vehicles where the investment manager, not Mercer, has
the legal right to vote the shares contained in the pooled
vehicle. In these cases Mercer accepts that it cannot vote
these shares, and will instead seek to monitor, and on
occasion influence, voting by the investment manager.

• Power of Attorney (PoA) markets: there are some
international markets where voting can only be carried out
by an individual actually attending the meeting. This usually
needs to be carried out by Mercer through its custodian
appointing an individual through a standing Power of
Attorney for each market, who will then vote in accordance
with Mercer ‘s instructions or those of our service providers.
The rules on Powers of Attorney vary by market, apply for
different periods of time and have various cost implications.

Mercer will put in place PoAs for the larger markets (for example,
Brazil, Argentina, Sweden and Poland) but will take a cost/
benefit view on the smaller markets which employ this structure,
meaning that there may be some smaller markets where Mercer
will not vote shares that it may hold.

CORPORATE ENGAGEMENT
Corporate engagement means to have discussions with a
company, usually at Board or at least senior management level,
with the objective of changing the behaviour of that company.
This will generally occur when Mercer or its agents have
identified underperformance by a company, or where the
company has failed to meet accepted corporate practice or
where the company’s conduct places in doubt the reputation
and value of the company.

The issues addressed will generally focus on material
environmental, social and governance (ESG) factors or business
strategy issues – for example, mergers and acquisitions, capital
structure and capital allocation. In general these discussions will
be conducted on a confidential basis to encourage trust and
openness thereby increasing the likelihood of beneficial change.

PUBLIC POLICY PARTICIPATION
Mercer has a direct interest in engaging with regulators, and
sometimes with governments, to recommend changes or
express views on proposed changes to regulatory regimes where
this is deemed important to protect the rights, and enhance the
interests, of shareholders.

This concerns the law or the rules set by governments and
regulators which companies must observe if they desire to
operate or have their shares publicly traded in that country –
for example, the rules governing the disclosure of financial
information to shareholders, company law governing meetings
of the company and the election of directors. Some standards,
such as those for accounting, are set at a global level. It is these
laws, rules, and regulations that set the minimum rules for
corporate behaviour and transparency.

DISCLOSURE
In the interests of transparency for our investors, Mercer will
publish on its website its voting policy and actual voting for
domestic companies on a six monthly basis, within 3 calendar
months of the end of the six month period, as required by
current industry standards and in line with the standard set by
the Financial Services Council. Voting reports will be tabled at
the relevant Board meetings on a six monthly basis. Information
about the voting policy on the website will be kept up to date,
with any material changes to the voting policy to also be
disclosed on the website as soon as practicable.
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