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When Perpetua was started in 2012, we were intentional about ensuring that through 

the growth and development of the firm, investing responsibly was not just what we 

did, but part of who we are.  As professional investors who see ourselves first and 

foremost as stewards of our clients’ (which includes ourselves as we invest in all our 

own products) hard-earned savings, we have always approached our fiduciary duty 

to invest responsibly in a holistic way. 

In addition to the high ESG (Environmental, Social and Governance)  standards we 

hold the investee companies  we seek to invest in  accountable to, we feel it is as 

important that as a firm we too pursue responsible business practices that result in 

positive impact not just for ourselves and our clients but also for society as a whole. 

Accordingly, at Perpetua we operate with a set of guiding responsible investing 

principles to ensure our actions are rooted in a foundational sense.  These guiding 

principles include: 

 Doing the right thing

We believe in working both independently and of our own accord as well as

collaboratively to achieve the outcomes as identified in the UN SDGs, PRI of

which we are a signatory and CRISA as well as the other applicable regimes.

 Be active owners

We take our responsibility to protect our clients’ and investors’ rights earnestly

and believe in acting pro-actively and constructively.

 Catalyse positive change

We believe that ultimately the goal of investing responsibly is to influence

meaningful, structural and ideological change and positive impact for all

stakeholders.

In our inaugural Stewardship report we outline how we have sought 

to deliver on certain core components of our stated objectives and 

policies through our actual practices over the past year, and in some 

instances in prior years.  As a first release of this nature we hope 

this report provides more detailed insight into the manner in which 

ESG is integrated into our processes and how our actions 

correspond with our stated intentions.  We are a fundamental, 

bottom-up driven, research-based investment firm and as several of 

the case studies included here demonstrate, our active ownership 

actions are therefore rooted in this thoughtful, evidence-based 

construct.  We see the endeavour of responsible investing and 

focus on ESG factors as an ever evolving one and we believe in the 

years ahead we will continue to improve on and refine our actions 

in this regard. 

Perpetua is committed to playing a meaningful role in what it 

means to invest sustainably both at a micro and macro level and in 

the words of teenage environmental activist Greta Thunberg 

“…you are never too small to make a difference”.  

1. Foreword

Delphine Govender, Chief Investment Officer
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 Conflicts of Interest policy

 Responsible Investing policy

 ESG policy

 Proxy Voting policy

 Engagement policy

As part of our innate responsible investing (“RI”) focus and investment identity, Perpetua 

Investment Managers (Pty) Ltd (“Perpetua”) incorporates Environmental, Social & Governance 

(“ESG”) factors in all our funds to fulfil our stewardship responsibilities. To us, stewardship 

reflects our commitment to be accountable to the beneficial owners whose money we invest, 

as well as to use our power as shareholders to foster sustainable, long-term value creation. 

Our responsibility as an investment manager is to ensure that as investors, we take into account 

key long-term risks in our pursuit of managing and growing capital. At the same time, we must 

foster positive impact and encourage sustainable behaviour and actions in companies in which 

we invest. It is in this vein we approach the consideration of ESG in our investee companies. 

Participation in voluntary bodies 

From October 2019, we are a signatory to the Principles for Responsible Investing (PRI). We 

also fully support the principles set out in the Code for Responsible Investing in South Africa 

(CRISA). Consequently and we have incorporated the principles into our internal RI processes 

in order to arrive at the best decision for our clients. 

As active managers with a long-term investment horizon, we have always incorporated ESG 

factors into the investment decision-making process (research and portfolio construction) by 

adopting the principles of CRISA (as mentioned above); the principles in the King Code of 

Corporate Governance (KING IV Code), supporting the United Nations Environment 

Programme Finance Initiative (UNEP FI) and the Generation Foundation’s statement on investor 

obligations and duties. 

We have therefore adopted the following policies to govern our conduct and our 

responsibilities as shareholders: 

Our approach to ESG integration 

The role of ESG in our investment process continuously evolves. Initially it centred more on risk 

management but has shifted to providing insight into investment opportunities. In terms of the 

evolutionary process that we have followed at Perpetua, we initially explicitly integrated ESG 

into Perpetua’s investment decision making process from a risk mitigation perspective.  We 

combined that with an evolving implementation of “Active Ownership”, where we sought to 

influence investee boards to ensure independent and fit-for-purpose boards, as well as optimal 

capital allocation decisions. We are now in the most evolved stage of the process where we 

perceive that ESG will shift from being about reducing risk to having more positive impact, 

including the prospect of generating new ideas. We outline this evolving and broad approach 

below. 

2. ESG Integration

Our responsibility as Perpetua Investment Managers

                  4



ESG considerations and integration 

We believe taking ESG considerations into account helps us make better long-term decisions 

for our clients. We also believe ESG’s role in the investment process is evolving.  

As the broad graphical outline below indicates, our assessment of the ESG risk of a company is 

integrated across our investment process, across asset classes, from the idea screening stage to 

risk management and engagement stage. An important component of our process is our ESG 

scorecard. The ESG score of a company directly affects the percentage of clients’ funds that can 

be invested in any single company.   The ESG score can also “veto” a share, preventing purchase 

as explained below. 

‘ 

ESG Integration

Develop framework to integrate ESG into 

decision making process

Identify ESG risks by industry     

Rate each new potential investment idea    

Use ESG risk to influence portfolio positions, 

including negative screening   

Active Ownership 

Influence investee company 

outcomes through engagement 

• Board composition

• Individual and collective board

member engagements

• Align management incentives and

shareholder returns

• Collaborate with similarly minded

investors

• Shareholder activism

Impact investing 
Improve investee company impact on 

society  

Develop strategy at industry and investee level 

Monitor how ESG risk identified in "ESG 

Integration" is evolving   

Idea 

screening 

Research Research 

group 

meeting 

Investing 

Investment 

universe 120-140 

stocks 

Research 

group report

Approved buy 

list

Multiple portfolio 

managers

Portfolio 

management

Risk 

management 

and 

engagement

Exclusion of 

companies 

with 

extremely 

poor 

governance 

ESG risk analysis 

feeds into our 

ESG score, 

which impacts 

the overall risk 

rating 

Quantifiable ESG 

risks feed into 

valuation 

Discussion of 

material ESG 

issues 

Vote: exclude 

companies with 

poor governance 

(score<1.5 = 

automatic fail) 

Position size 

is impacted 

through the 

risk rating 

ESG issues 

are 

continually 

reviewed by 

the analyst 

covering the 

stock 

Voting on all 

client proxies 

Intervention 

and 

engagement 

Engaging with industry or regulator in order to address industry-specific ESG concerns 
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Active ownership 

As with our approach to ESG integration, we also seek to continuously deepen our 

implementation of “Active Ownership”. This includes not only proxy voting but also where we 

have sought to influence investee boards to ensure independent and fit-for-purpose boards, and 

ensure optimal capital allocation decisions. We see engagement as an integral part of our 

commitment to be active owners. We engage constructively both pre-investment and post-

investment with company management and non-executive directors in order to ensure we are 

able to gauge their alignment with our interests as long-term shareholders. Part of the evolution 

of our engagement approach was looking beyond engaging only on governance, and also engaging 

on other key ESG issues that come out of our research. All of these engagement actions are 

governed by our policy. 

Our Engagement policy also governs our pursuit of appropriate collaboration with other 

investors and other corporate stakeholders. Part of the commitment we made in terms of the 

PRI was to work together as signatories to maximize our effectiveness in implementing the PRI 

principles. Where necessary, appropriate and within clear legally permitted bounds, we also 

consider the benefit and impact of collective engagement activities, whether with companies or 

regulators. 

Impact investing 

We believe we are now in the evolution of the final stage of the process where we perceive that 

ESG will shift from being about risk mitigation to having more positive impact. We can already 

see that some industries will benefit positively from the trend to ESG and that there will be the 

creation of new industries/competitors.  In our alternative fund offerings we seek to catalyse a 

positive impact on society through our targeted impact investment opportunities. 

Impact investing represents a natural alignment to Perpetua’s professional investment 

endeavours and purpose and also forms an integral part of its private market’s strategy.  We 

believe in strongly aligning our focus areas to certain of the United Nations Sustainable 

Development Goals (SDG’s). To date we have been focusing our actions in terms of renewable 

and clean energy solutions as we seek to manage the climate crisis facing our planet.   We see 

even further scope to extend our investment in the impact space with a focus on employment 

creation; gender equality; poverty alleviation; quality education and responsible production.
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ESG considerations provide analysts with a 

broader perspective of the risks and 

investment opportunities of a company’s 

securities.  

ESG factors are either incorporated directly into our 

valuation models, or we rely on ESG as a measure of 

risk to help manage our exposure to that ESG issue. 

Assessing ESG factors is a pre-requisite to investment 

and is integrated into our investment approach. 

In cases where we can measure the impact that an ESG 

issue will have on a company’s earnings power, we will 

incorporate it into our valuation. This risk is then priced 

risk. For example, our valuation for Sasol was impacted 

by the carbon tax they will pay. Given that we had some 

idea of the tax-free carbon threshold and the tax paid 

for emissions from the carbon tax bill after discussions 

with management, we were able to realistically assess 

the impact of that ESG issue.  

Where we cannot measure the impact an ESG issue will 

have on a company’s earnings power, we determine 

that the risk is not priced into a valuation, and we rely 

entirely on our proprietary ESG scorecard [Figure1] in 

order to manage risk of investing.  The score ultimately 

impacts the maximum exposure to any investment we 

can hold in our client funds. The ESG score can also 

prevent purchase, as explained in the case study of 

Pepkor.  In terms of our scoring of 1-5, 1 represents 

very high risk, while 5 low risk. 

Different industries are inherently exposed 

to environmental or social or governance 

factors in different ways 

When looking at a particular company, we judge 

materiality of ESG risks by the risks they face by virtue 

of their operations, and what steps are being taken to 

mitigate those risks. 

The ESG rating assessment that is completed for each 

investment is modified based on our assessment of the 

inherent importance of the respective risks of the 

underlying industry, for example banking and 

telecommunications companies are deemed to have 

inherently higher G risk (as opposed to E risk); while oil 

& gas companies are deemed to have higher E risk. 
 
1As our scorecard is a proprietary tool we simply provide an indicative 

outline of the very detailed actual scorecard. 

Figure 1: Pro-forma abbreviated ESG scorecard#! 

 
#for illustrative purposes we have populated the ESG scorecard with a 

hypothetical example and provided a summary of the core factors  

*this weighting is sector specific and the weighting here is an example 

Our ESG scorecard is a central component 

of our ESG process 

During 2020 we added more quantitative elements to 

the scorecard to allow for easier comparability across 

companies. These enhancements will also allow us to 

see how the quantitative metrics measure against a 

benchmark, for example the Greenhouse Gas 

Emissions per unit of revenue of the portfolio relative 

to the relevant benchmark.  

 

Additional information may arise post our 

initial assessment 

Post our initial assessment, additional information may 

arise that gives further insight into a company’s ESG 

factors. As part of our investment team’s regular 

research meetings, where we review market 

movements and new information, we consider new 

information that would affect ESG factors.  

As every share is assigned an E, an S and a G rating, we 

are able at any point to assess the E or S or G and ESG 

risk of the portfolio as a whole and how this risk might 

be changing over time. 

Factor  Score 
Industry 

Weight 

Weighted 

score 

Operations in risky 

jurisdictions 
0.8/1     

Environmental   20%* 0.49 

Climate change risk  1.1   

Resource use 1.0   

Pollution and waste  1.0   

Change management 2.5   

Social   30%* 0.9 

Human Capital  2.9   

Product Responsibility  2.5   

Community impact 2.6   

Governance   50%* 0.7 

Board effectiveness 2.3     

Shareholder rights 2.4                        

Ethics  2.5                            

Overall ESG score     2.1                    

3. Proprietary ESG scorecard 
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Based on our experience and learnings, companies that manage their governance risks 

well tend to manage their environmental and social risks well.  Conversely a company with 

a poor governance mindset and construct is highly likely to extend that thinking to the way 

environmental and social risks are handled.  

For this reason at Perpetua we have established that an assessment of “G” or governance 

could cause a share to become automatically excluded from being invested in in client 

portfolios if the governance score is fails to meet a minimum level and consequently the 

share will be added to an exclusion list. The share can only be subsequently removed from 

the exclusion list if it can be demonstrated that the initial governance concerns have been 

addressed and that the company now meets or exceeds the minimum governance 

standards we have established.  

Pepkor is a South African-based investment and holding company with business 

interests across the globe. It manages a portfolio of retail chains. In September 2017, 

Pepkor Holdings announced their intention to list on the JSE. We researched the 

share internally to assess if there was an attractive opportunity for our client funds 

to participate in the share offer. 

The ESG approach 

A proprietary ESG scorecard is completed for every share considered for 

investment. The resultant ESG score is debated and voted on in Research Group 

meeting.  Low governance scores lead to exclusions: if the governance score is less 

than 2, the analyst is required to present the reasons for low score to the Perpetua 

Investment Research Group and it is discussed and vote on it. If the outcome is a 

score of less than 1.5, the share is automatically excluded from being bought in 

client portfolios, regardless of how attractive the valuation is.  Should sufficient 

factors come to light that there has been a material change in this score, the analyst 

can discuss that updated score with the Research Group and if the outcome of the 

vote is a score more than 1.5, the company can be removed from the exclusion list 

and may be permitted for purchase, all things being equal. 

The governance issues 

Pepkor has close connections with Steinhoff (a furniture retailer that was found in 

2017 to have processed significant accounting irregularities) and flowing from this 

connection we had determined material governance issues which rendered and, in 

our assessment, continues to render the share “an automatic fail” based on our 

ESG investment criteria. 

At the time of listing, the main issues that we believed needed addressing by the 

board and management were the following: 

1. Serious potential conflicts of interest at the management, operational, strategic

shareholding levels.

Exclusionary screen 

4. Case Study 1

Pepkor: Various governance concerns
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a. The decision to have Steinhoff CFO (Ben la Grange) also serve as Pepkor 

CEO simultaneously at the time of listing. 

b. The refusal to discuss and disclose material operational and other related 

party agreements that existed between Steinhoff and Pepkor.  

c. Our assessment that Steinhoff chairman at the time, Dr Christo Wiese 

demonstrated too much influence on both the Pepkor and Steinhoff boards 

and business structures. 

2. There was weak representation of independent non-executive directors on the 

Pepkor board. 

a. Lead independent non-executive director was a former Pepkor executive 

director appointed by Dr Wiese into that position. The relationship between 

both individuals has deep history and strong ties and brought into question 

the ability for true independence. 

b. There were too few independent non-executives on the board.  

3. The Pepkor executive share incentive scheme was highly dependent on 

performance of Steinhoff share price, yet seemingly guaranteed by Pepkor 

shareholders. 

a. We questioned this share scheme arrangement and asked for scheme details, 

however, we were told that this would be clarified at a later stage. This did 

not materialise. 

b. This investment scheme included a number of current and former Pepkor 

employees and executives that decided to invest in Steinhoff instead of 

converting those into Pepkor at the time of listing.  

c. The fact that the scheme was agreed with Dr Wiese raised a lot of questions 

about intent in our minds as well as governance/conflict of interest issues.  

Additionally, we could not understand the explanation given in respect of the 

process followed in allocating R17bn worth of debt to Pepkor at their listing. 

Steinhoff held ownership of this debt.  

The outcome 

Following our pre-investment assessment, we placed the share on our exclusion 

list, mainly due to ESG concerns as identified above and therefore concluded that 

we would not participate in the Pepkor listing offer. We made a decision that we 

need to continue further engagement with management until we were satisfied that 

they had dealt with and clarified these critical governance points as we had 

identified.  

More governance issues have surfaced since the listing; hence we still have not 

invested in Pepkor shares despite the valuation looking considerably more attractive 

at current R14 share price (at time of writing). It traded at a high of R25.70 just 

after listing.  

In the latest engagement with them, in January 2020, the management team and 

board belaboured the delinking between Pepkor and Steinhoff.  However, we are 

of the opinion this factor needs more transparency to give us comfort. We also 

raised concerns around tax avoidance schemes, however the company maintained 

they did not participate in these. 

                  9



We will continue to engage with Pepkor on all the above-mentioned issues ESG 

issues until we get satisfaction that they have been sufficiently addressed. It would 

be only at this point that we can remove the share from the exclusion list and 

consider investing in the company, should the other investment requirements be in 

place.
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Incorporating ESG into our investment process does not end at the analysis and decision-making 

steps of the process. ESG assessment is an ongoing process that impacts how we approach the 

companies we are invested in. Proxy voting and targeted engagements with company 

management are powerful tools in that process, and these are tools we have used in a considered 

and deliberate manner especially in terms of discharging our active ownership responsibilities. 

Engagement is a key action outcome from both our ESG research outcomes and as part of our 

commitment to be active owners. We engage constructively both pre-emptively and post-

investment with company management and non-executive directors in order to inter alia ensure 

we are able to gauge their alignment with our interests as long-term shareholders. Our 

engagement actions are governed by our Engagement policy. 

In the event that our engagement is both critical to the investment case and has not yielded 

benefits within an acceptable time horizon, we will at that juncture consider disinvestment as 

the best course of action. The time horizon for this engagement is decided upfront and is 

dependent on several factors such as the severity of the issue; how long it would reasonably 

take for the company to fix the issue; and the steps already taken to rectify the situation. 

 

 

Pre-investment engagement  

Key engagement priorities are identified as 

part of the pre- investment approval process.  

These may include but are not limited to: 

 Tenure and composition of an investee’s 

board 

 Environmental impact of the potential 

investee 

 Human capital risks and opportunities  

 Engagement types 

 
Pre-

investment 

Post-

investment 
Proxy Collaborative 

Regulators/ 

industry 

bodies 

Description 

Key 

engagement 

priorities 

identified 

Engagement 

with 

management 

teams or the 

board of 

investee 

companies. 

Engage on 

material 

resolutions 

prior to 

voting on 

proxies 

High materiality 

issues where 

shareholders 

most likely 

more successful 

as a group 

Provide 

feedback & 

insights to 

influence the 

industry’s 

direction to 

desired 

outcomes. 

Method of 

engagement 

Group meeting, Direct 1-on-1, 

Electronic mail 

Direct 1-on-

1, Electronic 

mail 

Preference of 

majority of the 

parties 

Electronic mail 

Frequency Regular basis Periodically 
Exceptional 

cases 
Periodically 

5. Engagements 
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Prior to making an investment, we apply the 

decision tree depicted to the right. The tree 

assists us in determining the critical 

engagement points and to assess the 

probability of successful engagement. In 

determining the critical issues, we consider the 

relative materiality and pervasiveness of an 

issue.  

Post-investment engagement 

Post investment we engage on:  

 Factors that were either deemed material 

but requiring consistent action/review. 

 New (or escalating) factors identified. 

 Inadequate progress on previously 

identified plans. 

 

 

Engagement summary 2020 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Engagements: 

Subcategory 

Number of 

interactions 
Board of directors 9 

Human Capital 8 

Capital allocation 7 

Carbon emissions 7 

Community impact 7 

Remuneration 7 

Corporate structure 7 

General governance 5 

Legislation and Litigation 5 

Treating customers fairly 5 

Sustainability 3 

Change management 2 

Resource use 1 

Community impact 1 

Pollution and waste 1 

Committees and reporting 1 

Ethics 1 

Total 77 

Total company 
engagements 

56 

Engagements covering 
Environmental 

11 

Engagements covering 
Social 

24 

Engagements covering 
Governance 

41 

*Topics covered will not sum to total number engagements as some engagements cover more than one topic.  

**Engagements in this summary exclude COVID-19 engagements, which are covered in the Thematic Engagements case study 
 
principles 

54%

36%

11%

Method of Engagement

Group meeting Direct 1-on-1 Email

Is a material ESG risk 

identified? 

Yes 

No material pre-

investment engagement 

required 

Pre-investment 

engagement required to 

assess likelihood of 

success 

No further mandatory 

pre-investment 

engagement is required 

Is the plan easy 

to execute? 

Is there an adequate 

plan in place to 

mitigate risk? 

Are we able to 

measure how the 

risk is evolving? 

No 

Yes No 

No 

Yes 

No 

Yes 
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Company 
Number of 

interactions 

HYP 3 

ITE 3 

AFH 2 

ANG 2 

BHP  2 

CPI 2 

JSE 2 

LBH 2 

NED 2 

NPK 2 

SHP 2 

SOL 2 

TFG 2 

ABG 1 

WHL 2 

AGL 1 

AIL 1 

AMS  1 

CSB 1 

EPP 1 

FFB 1 

GLN 1 

GRT 1 

IPL 1 

LBR 1 

MRP 1 

MTN 1 

NTC  1 

OCE 1 

OMN 1 

PPH 1 

QLT 1 

RBP 1 

SNT 1 

TBS 1 

TCP 1 

TGO 1 

TKG 1 

TSG 1 

VOD 1 

Total 56 

32%

57%

11%

Type of Engagement

Pre-investment Post-investment Proxy voting engagement

51.8%

3.6%

37.5%

7.1%

Engagement outcome

More information obtained Negative
Ongoing Company changed practice
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Environmental 

Company Date  Topic 

Italtile  12 Feb 
Various strategies for carbon emissions reduction and targets in place to reduce, including 

working with international benchmarks in terms of carbon reduction. 

BHP Group  

 

26 Feb  
Progress in shifting to carbon neutrality, and steps they want to take to assist their customers 

to reduce their Scope 1& 2 emissions. 

20 Aug 
Management’s expectation to tilt the portfolio away from metals and assets that have a 

material negative impact on the environment.  

Sasol  

26 Feb 
Carbon tax, compliance on air quality, and the need to invest to be compliant in CO2 beyond 

2025. 

20 Aug  Carbon roadmap and Sasol 2.0 to be discussed further. 

Glencore  05 Mar  
Some investors moving away from companies with more than 25% of revenue in coal.  

Glencore cannot easily buy new coal assets. 

Anglo American  05 Mar  
Plan to be carbon neutral by 2030. They were voted number 1 in terms of ESG for resource 

companies in FTSE top 100. 

Royal Bafokeng 

Platinum  
05 Mar 

The role of platinum group metals in de-carbonizing the vehicle fleet.  They are optimistic 

Hydrogen Fuel cells can be competitive vs battery electric vehicles.  

Anglo American 

Platinum  
05 Mar 

Continue to improve on waste and water reduction, as well as reduction of energy intensity 

and Greenhouse gas emissions.  

Woolworths 19 Jun 
The business' environmental focus in terms of plastic packaging; water consumption 

throughout the WHL supply chain. 

Italtile 27 Aug Can reduce carbon emissions through the products they develop.  

Santam 09 Dec 
Their approach to coal business. International reinsurers will no longer support new coal in 

places where there is already green energy available, but in Africa will still provide support. 

6. Engagement Register 

2020  



 
 

 

 

  

Social 

Company Date  Topic 

Vodacom  06 Feb 
Admitted that their monthly prepaid data prices were too high and were taking steps to 

reduce them. 

Nampak  

12 Feb 
Discussion centered around restructure of the Divfood division, which will result in some job 

loss. 

30 Mar 
Managing operations during COVID-19 is tough but they are considered essential services so 

they were allowed to continue trading during lockdown. 

Italtile 12 Feb 
Current BEE scorecard and how their high rating can benefit them by facilitating certain 

transactions.  

Netcare  17 Feb 
National Health Insurance and implementation. Full implementation only expected over 15 

years. 

Anglo American 

Platinum  
19 Feb 

Achieved zero fatalities at managed operations; their focus remains the elimination of fatalities 

and reduction in injuries at operations 

BHP Group  26 Feb 

No fatalities in 2019. BHP's strategy to directly source more of the labour in Australia. They 

believe that this will result in improved employee relations, and increase in productivity and 

safety. 

Sasol  16 Feb 
Mining morale was bad and they had a big leadership intervention. They changed the shift plan 

to 24 hours. 

JSE 27 Feb 

Introduced social and sustainable bond development framework and are working on social 

impact bond, which if they get it right, they will be one of the first exchanges in the world to 

do this. 

Royal Bafokeng 

Platinum  
05 Mar 

Company’s CEO succession process is underway. They have also signed a five year wage 

agreement with labour - labour relations remain stable. 

Nedbank  

11 Mar 
Legality of moving debt order strikes as the company came under fire for doing that in 

February to clients in vehicle finance.  

31 Aug 
Have had more than 600 staff infected with COVID-19, with over a thousand under quarantine 

at different stages, and 6 deaths in total. 

Cashbuild  13 Mar 
Service delivery community strike in Alex where P&L store had to close at the back of 

xenophobia attack.  

Alexander 

Forbes  
11 Jun 

As the pandemic gets worse, retrenching staff is not an impossibility, but not looking to do 

that now since there is likely to be an increase in workload from clients.  

Transaction 

Capital  
11 Jun  

SA Taxi industry had proposed a significant increase in taxi fares as way of getting 

government’s attention, since they were not getting any COVID-19 relief/support. These are 

still to be discussed, but would be unfair to put onto commuters. 

Woolworths 

19 Jun 
Impact the business and brand has on the societal narrative in terms of inclusion and diversity 

both in South Africa and Australia.  

22 Sep 
Managing the role of maximising returns in the Foods business to shareholders (where super-

profits could be earned) while maintaining a price-sensitive offering to clients in an essential 

category during a time of strain. 

Absa  26 Aug Discussion on COVID-19 loan provisioning and customer relief provided. 

Libstar  15 Sep 
Protected against COVID-19 impact. They did not shut down facilities, made sure to protect 

staff and spend 800k per week on COVID-19 related expenses. 

Oceana  29 Sep Intention to renew BEE deal, would come back to market about it.   

Capitec 14 Oct 
Management thinks most people expect that they are a bank of the poor. They bank many high 

income clients, who can get prime as credit card rate. 

Shoprite 06 Nov 
During the pandemic they did not retrench staff, and their high fixed cost base meant they had 

to borrow more money.  

Mr Price 02 Dec 
The container store they constructed and the backlash they received because people 

perceived this to be exploitative. Management confirmed that nothing had been compromised. 

Foschini 08 Dec 
Have been onshoring supply chain for years. Their divisions are choosing to utilize local 

factories.  



 
 

 

 

 

 

Governance 

Company Date  Topic 

PPH 28 Jan 
They explained that they had distanced themselves from Steinhoff. Also discussed tax avoidance schemes, 

which they said they did not indulge in. 

Hyprop 

03 Mar 
We engaged with company management to better understand the involvement of Louis Norval in the 

business. 

01 Oct 
Louis Norval is exiting the board and no longer holds any shares - this had been a governance concern for 

us at the Research Group stage. 

13 Nov Discussion on the tenure of the auditor. 

Fortress REIT 10 Mar 
They are looking to collapse the company structure (A and B), to optimise the capital structure of the 

business, subject to shareholder vote. Developments have slowed due to PwC investigation. 

MTN 13 Mar 
Litigation class action against MTN by US investors for allegedly paying Taliban to protect their network 

towers in Afghanistan. Management dismissed the allegations. 

Glencore 05 Mar 
Department of Justice (DOJ) investigations, and how common they are in the US. Independent board 

handling DOJ with external council. 

Liberty 
02 Mar 

Discussed the possibility of stock buybacks given that the company has excess capital and trades at 

significant discount to the embedded value. 

07 Aug 
Group had taken steps to reduce costs prior to COVID-19. The pandemic impact requires the group to 

have another step change in costs. 

Capitec 17 Apr Board independence and banking experience on the board. They are happy with the mix of the board. 

JSE 09 May 
Regulations on shares for cash: some might have concerns around shareholder rights, but shareholders 

still vote on the resolution, it just happens in written form instead of needing to call a general meeting. 

Tiger Brands 26 May Update on sale of value- added meat products business units and various other exit strategies. 

Quilter 10 Jun 

Discussed capital allocation. The group is focusing less on acquisitions and buying back shares from South 

African investors to reduce Quilter’s share capital. First tranche of share buyback approved, awaiting 

approval of second. 

Sasol 20 Aug General discussion on rights issue which will probably proceed in H2 FY21 

Telkom 20 Aug 

Discussed changes made to board structure to ensure independence and bring in new skills. Also 

discussed succession planning for CEO, the BEE status that fell to level 3 from 2, and remuneration 

targets. 

Italtile 
02 Jun 

Proxy voting engagement regarding a concern about a clause in the share scheme. The clause we were 

concerned about was one their lawyers came up with as standard protection. The issues we had with the 

share scheme were not a cause for concern. 

27 Aug 
BBBEE transaction: Yard Investments Holdings deal has not yet bought benefits, but will bring knowledge 

of territories that they want to expand into. 

Omnia 10 Jul 
Restructuring of the SA agriculture business and probable sale of chemicals division. In addition, OMN 

busy with management incentive scheme, with a focus on profitability. 

Anglogold 30 Aug Discussion on CEO succession and strategic considerations and disciplined capital allocation. 

Libstar 15 Sep 
Discussion on the protection of minority shareholders: APEF own a material portion of shares but are not 

involved in the day-to-day operations. 

African Rainbow 

Capital 
15 Sep Discussion about capital raise in order to pay management fees 

Absa 15 Sep General discussion regarding provisioning amongst banks 

Growthpoint 15 Sep Discussion on REIT legislation: National Treasury has been unresponsive and the JSE has not been helpful. 

Woolworths 22 Sep The principles behind the management of delinking the Australian business into separate covenant groups. 

Oceana 29 Sep Intention to renew the BEE deal, and would come back to market about it. 

EPP 05 Oct 
SPV structures and what the LTVs look like fully consolidating those, as well as their relationship with 

Griffin who was a majority shareholder. Main concerns have been alleviated. 

Imperial 04 Nov Independence of one of the members of the board. This board member was not independent. 

Tsogo Sun Hotels 19 Nov 
Use of earnings-based targets and the lack of ROIC/TRR hurdle. We also discussed the need for TGO to 

hold regular ESG roadshows between the Chair of the board and shareholders 

Tsogo Sun 

Gaming 
27 Nov 

Proxy voting engagement on the lack of board independence and the remuneration policy. They are 

winding down the executive loan scheme and the new option based scheme is more shareholder friendly 

as it encourages them to de-gear. 

Sanlam 09 Dec Stopped offering Sanlam shares to executives as they wanted to have more alignment in the group, 

Alexander 

Forbes 
09 Dec 

Mercer still intend to sell their stake and the Group talks to them regularly. Additionally, the African 

Rainbow Capital relationship is supportive of their long-term strategy. 



 

 

 

Our investment team meets on a regular basis with the management teams of investee 

companies. Prior to these interactions, we monitor disclosed KPIs and assess progress on 

material matters. Should we believe that inadequate action has been taken, or 

management are the inappropriate channel to discuss the matter, we will engage directly 

with the company board initially through written letters to the relevant board sub-

committee. 

Anglogold (“ANG”) is a globally diverse gold mining company. The offshore assets 

of the business are located in the Americas, Australasia, and Continental Africa.  

In July 2020, ANG’s CEO, Kelvin Dushinsky resigned somewhat abruptly from 

ANG, citing family responsibilities. However, there were a number of conflicting 

statements in the press that alluded to there being other contributing factors to his 

resignation.  

The ESG approach 

Post investment developments are considered during the risk management and 

engagement stage of our investment process.  We engage with investee companies 

based on our findings and experiences with the investee. Key ESG issues are 

communicated to the investee company.   While we are cautious media articles 

alone are not a key source of information, we do see their role in highlighting 

controversy around a company and see their potential use in this manner. 

Whilst we aware that the company would/should not be in a position to divulge any 

additional information than what was in the public domain, we engaged with the 

Chairman on the following issues: 

1. Group strategy and CEO succession

Post the resignation of the CEO, the ANG’s share price de-rated relative to the

peer-group. In terms of addressing that de-rating, we believe that having clarity

around the process regarding the new CEO would be key in restoring the

rating. We engaged on the Group’s strategy and required attributes of a new

CEO in order to execute on that strategy. The Chairman, re-iterated the

following as continuing to be key to the Group’s strategy:

 Focus on values and the social license to operate

 Disciplined capital allocation

 Operational excellence and striving for efficiencies

 Streamlined portfolio with fewer but more meaningful individual assets

 Sustaining the group’s production profile

As a consequence of the group’s focus on developing brownfield and greenfield 

expansions in Continental Africa and South America respectively, we 

understood from the Chairman that the new CEO should bring operational and 

project execution experience. Deal-making we determined was not a priority. 

Post investment engagement 

7. Case Study 2

AngloGold: Governance and corporate structure 
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The Group is also focused on improving cash conversion in its African 

operations; therefore Stakeholder engagement will also be another important 

skill of a potential candidate. We broadly agreed with these assessments in 

terms of what is needed from the new CEO. 

2. Domicile of Head-office and Primary listing  

One of the allegations in the press was the Kelvin Dushinsky was pushed from 

being CEO due to a disagreement with the board on potentially moving the 

domicile and primary listing of ANG.  The Chairman provided some background 

on this issue: 

 As ANG no longer has exposure to South African assets, the Board 

believes the company needs to keep an open mind and engage with all 

stakeholders concerning domicile. However, they did acknowledge that any 

change in the domicile of the country would not be in South Africa’s best 

interest.   

 No decision had been made by the Board at this stage.  

 Historically the group did embark upon a separation of SA and International 

assets and received regulatory approval. However, shareholders did not 

support it. 

 Currently nearly 75% of ANG’s shareholders are already foreigners. 

 The Group believes that operational excellence and geographical 

diversification of operations rather than domicile of listing/Head office are 

more important to the rating.    

 COVID-19 would in any case delay any such implementation if that was the 

case. 

3. Prospect for increased shareholder payouts: 

The Group’s balance sheet is stronger and is better positioned than has been 

the case for many years. Operations are generating cash. However, COVID-19 

has increased uncertainty and the group would like to sustainably increase 

shareholder payouts. Consequently, the board is considering increased payouts 

relative to free cash flow but has to be in the context of risks related to COVID-

19. 

The outcome 

Based on our engagement, we were able to discern more background into the 

CEO’s departure and with these assessment in terms of what is needed from the 

new CEO. 

The background provided to us relating to the domicile of the head office and 

primary listing indicated to us that the group was in exploratory phase rather than 

any definitive conclusion on this matter and that future engagement would be 

warranted. 
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Our initial assessment of an investment case is premised on factors that exist at the time 

of assessment; and importantly insights and assumptions about other key factors into the 

future and how we see these developing in a way that supports our determination of the 

value of a company.  In almost all instances in investing, reality does not materialise to be 

exactly as our assumptions might be owing to a wide range of aspects inherent in the 

probabilistic endeavour of investing.  In some instances, reality results in a far better 

outcome versus our expectations while in certain investments, unfortunately circumstances 

cause reality to be temporarily or permanently worse than we had initially assessed.  In 

our investment in Omnia we experienced the latter.  However, given a deliberate and 

intentional process of ongoing engagement with management we were able to take steps 

as investors to enable us to minimise the possible loss to our clients that might have 

occurred had we not engaged and managed our actions in a pro-active way. 

Omnia (“OMN”) is a dominant player in the South African agricultural chemicals 

industry.  

Perpetua’s investment team first analysed OMN as a potential investment in 2017. 

After the initial analysis, we decided to invest in the company due to our assessment 

of the investment case and the value we attributed to the business given our 

assessment of factors at the time.  However, in late 2018 the operating environment 

turned markedly against the company at the same time that the company’s balance 

sheet was vulnerable. The market became increasingly worried that persistent poor 

operational performance could lead to a rights issue. This was compounded by the 

resignation of the Group Financial Director. 

We remained invested in the company but have notably had many ongoing 

engagements with management, mainly regarding governance.  

The ESG approach 

ESG issues are continually discussed as they emerge for each of our shares and 

where appropriate, we have extensive engagement with management and the 

board.

The governance issues 

When OMN’s Group Financial Director resigned in August 2019, this prompted us 

to engage management about the reason for the resignation and their strategy to 

deal with the operational period they were going through. We were temporarily 

satisfied with their response and believed they were pro-actively engaging the banks 

to provide the short-term liquidity to get through the tough period.

We did however consider scenarios in the event of a rights issue to recapitalise the 

business.  This exercise revealed we could still see value in the share. 

Due to the financial risk, we reduced the overall risk rating score to a 1*, limiting 

the maximum position size in the portfolio until such a time as we believed the risk 

warranted an upgrade.

Post investment engagement 

8. Case Study 3

Omnia: Board of directors and corporate structure 
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On 23 April 2019, Omnia released a SENS stating that they were in discussions with 

their banks to restructure their existing loan facilities and that at that stage 

envisaged no recapitalization or early payment currently needs to be made. This 

confirmed our previous discussions with them. 

However, 5 weeks later on 30 May 2019, as part of this capital restructure, the 

company issued a SENS announcement stating that they now intend to conduct a 

R2 billion rights issue to reduce its overall gearing. We concede that management 

were remiss in seeming to contradict the stance they took in the 23 April release, 

and in the absence of complete confidence should not have stated at that stage 

there was “no requirement for recapitalization”. In the 30 May announcement, 

there was no mention of price nor whether irrevocable undertakings (to follow 

rights) from larger shareholders were obtained, resulting in a 15% drop in share 

price. 

This naturally gave us reason for further concern, and we continued to engage 

extensively with management and the Board through the recapitalisation process. 

We also had intensive internal debates about whether to follow our rights or sell 

the shares. Ultimately, following a conservative assessment of the likely scenarios 

given actions available to management and the state of their respective operating 

sectors, this provided us with the conviction to be able to follow our rights and 

apply for excess rights.  

Further to us following our rights on behalf of our clients we sent a letter to the 

Board outlining the key areas where we believed the management and Board should 

focus their attention and efforts to ensure shareholder value was restored and then 

maximised. 

We also conducted interviews with all the divisional managers to gain confidence in 

their experience, ability and strategic understanding of their businesses. 

The outcome 

Almost 18 months later the company has demonstrated a remarkable recovery 

compared to the position it found itself in 2019. The new CEO and Financial 

Director have managed to successfully conclude a rights issue and then re-focus the 

business operationally. This has resulted in a material improvement in the financial 

results, significant cash flow generation and reduction of debt. 

Furthermore, they have concluded the sale of Oro Agri (a business they raised debt 

to buy in 2018) for significantly more than they paid for it, effectively putting the 

business into a net cash position. 

Throughout this process we have continued to engage with the new management 

team and have been impressed with their openness to engage with shareholders on 

key decisions.  They have also been candid about their plans for the turnaround of 

the business and the evidence of this is in the numbers.  We believe this approach 

has been of mutual benefit to the management and board and us as investors on 

behalf of our clients. 

Omnia’s governance has significantly improved over the last 2 years under new 

management as well as a strengthening of the Board with new independent 

members.     
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Shareholder rights are generally exercised by casting votes in person or by proxy at shareholder 

meetings on matters submitted to shareholders for approval (such as the election of directors). 

At Perpetua, we have formal proxy voting policy and guidelines to govern how and when we 

make recommendations to our clients on how they should vote, or where the mandate requires 

us to vote on their behalf. These guidelines are principles as opposed to rules, and they require 

an “apply or explain” approach. 

Our proxy voting will always be based on what we view as most likely to maximize long-term 

shareholder value.  We believe that authority and accountability for setting and executing 

corporate policies, goals and compensation generally should rest with the board of directors 

and senior management.  In return, we support strong investor rights that allow shareholders 

to hold directors and management accountable if they fail to act in the best interests of 

shareholders. Below are a few examples of our preferences that feed into our proxy voting 

policy: 

 

 

 

 

 

 

 

 

 

 

 

Category Our preference 

Board 
Independent chairperson, majority 

independent, effective directors 

Share 

buybacks 
Only if it is the best use of excess capital 

Share 

issuances 

Should be specific rather than general 

approval 

Mergers & 

Acquisitions 

Reasonable value, makes sense strategically, 

free of conflicts of interest 

Auditors 
Tenure less than 10 years, audit fees make up 

significant majority of income from company 

Remuneration 
Clear link between pay and company 

performance, alignment with shareholders 

Social and 

environmental 

Meaningful disclosure on material social and 

environmental issues, case by case basis. 

Boards to strengthen expertise on 

environmental.   

Fixed income and global proxy voting will follow similar principles 

9. Proxy voting 
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Proxy voting summary 2020 

 

 

   

 

 

 

 

 

 

 

Common resolutions we voted AGAINST: 

 Granting the authority to issue/allot or to place shares under the control of directors. 

 Re-appointment of auditors that had been auditing the firm for more than 10 years. From 

our experience, audit firm independence tends to diminish over time as the relationship 

between the audit firm and the company being audited becomes symbiotic. This 

compromises the audit firm’s independence. 

 Appointment of directors where we had concerns around their independence. 

 Granting financial assistance where the authority requested was too broad or was requested 

for the acquisition of securities, as disclosure around the terms of the transaction were 

insufficient to conclude whether they would be carried out on market related terms and/or 

be in the best interest of all shareholders. 

 Granting directors the authority to dis-apply pre-emption rights because this is not in 

shareholders’ best interests as it exposes them to potential dilution (takes away the option 

of following their rights). 

Remuneration policies we voted AGAINST: 

We voted against remuneration policies and/or implementation policies where there are no 

targets mentioned for short-term incentives and/or long-term incentives, particularly when these 

make up a significant portion of remuneration. This does not allow us to assess the reasonability 

of the remuneration paid. In addition, we voted against those policies that had targets that were 

too low or did not align management to shareholders or those policies with insufficient vesting 

conditions. For example, a long-term scheme that has no vesting conditions other than continued 

employment and is purely share price based. This incentivises the incorrect behaviour from a 

capital allocation perspective.  

601

402

169
111 83

3

Board of

directors

Remuneration Corporate

structure

Committees

and reporting

General

governance

Other

In favour

98

59
39

21
5 8

Corporate

structure

Remuneration Board of

directors

Committees and

reporting

Other General

governance

Against

5

Board of directors

Abstain

Total resolutions 

1604 
FOR 

1369 
AGAINST 

230 
ABSTAIN 
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As an asset manager, we have a fiduciary duty to make investment decisions that are in 

our clients’ best interests by maximizing the value of their shares. Proxy voting is an integral 

part of this process.  The investment professionals in our team make the recommendations 

on the manner of voting that we believe will best protect our clients’ interests. 

In April 2020, as shareholders of Italtile (“ITE”), we were informed of a Circular 

pertaining to the special meeting to vote on the New Share Retention Scheme. We 

were asked to provide ITE with an irrevocable undertaking in support of this 

Scheme, including a letter of support. The Circular was distributed in May 2020. 

The purpose of the Scheme was to retain and incentivise selected high performing 

employees, as identified by ITE’s Remuneration Committee from time to time, with 

a proven track record for their contribution to the growth and sustainability of the 

Italtile Group. 

The ESG approach 

We approach our proxy voting responsibilities with the same commitment to 

rigorous research and engagement that we apply to all our investment activities, 

focused on the factors that are likely to affect company performance. In evaluating 

proxy issues and determining our votes, we welcome and seek out the points of 

view of various parties. Internally, the analyst responsible may consult the Chief 

Investment Officer, ESG Cluster, and Portfolio Managers in whose portfolio a share 

is held. 

Externally, the analyst may engage with company management, company directors, 

interest groups, shareholder activists, other shareholders and research providers. 

The issues 

After a comprehensive review of the Circular pertaining to the special meeting to 

vote on the New Retention Scheme, we responded that we were unable to provide 

the irrevocable or letter of support for the following reasons: 

1. As a matter of general principle, we do not provide irrevocable undertakings for

shares schemes.  Our stance is that once we have engaged, and assuming we

have gained comfort the scheme, then in only very rare circumstances would

our vote subsequently change. So, in our view, the irrevocable undertaking does

not really provide any meaningful and additional comfort.

2. This is made even more complicated for us to provide as we had been reducing

our exposure to ITE over the past month (as at June 2020). At that stage, we

had no way of knowing how large our shareholding will be in ITE by the time of

the AGM, and hence whether our support will be misleading or not.

3. After going through the scheme rules in some detail, there was one item that

stood out as potentially being unfair to current shareholders in the scheme rules;

that we believed we would need more information on and would therefore need

to engage on. There was a clause that appeared to benefit management in the

Proxy voting engagement 

10. Case Study 4

Italtile: Remuneration plan 
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event of a rights issue, and we needed more clarity on this as we would not want 

incentives that allow management to benefit from such a corporate event in a 

way that shareholders would not be able to. 

Subsequently to this, a telephonic meeting was set up with Susan du Toit, the 

chairperson of the remuneration committee in order to address our concerns. 

The outcome 

After engaging with the chairperson of the remuneration committee, we decided 

to vote for the Scheme. 

The reasons for this final decision was supported by the following factors: 

 The clause in question (under point 3 above) was only to be used in abnormal 

situations to protect executives since they get ownership at the end of the 

period and can’t trade in the shares like normal shareholders would be able to. 

This is protection also in the event that they are unable to complete the 

retention period for reasons outside their control. Most importantly, directors 

would have to buy in in the event of a rights issue, and the company would not 

be covering that additional cost, so directors would be in the exact same 

situation as other shareholders would and it would not be done at 

shareholders’ expense. The previous share scheme was also amended to make 

sure it: 

a. Has performance conditions 

b. Vests at the end of the scheme instead of upfront (previously it vested 

upfront, which caused issues if the executives left the business before the 

scheme term ended) 

c. Clarifies that non-execs are not eligible for shares (previous version 

allowed for non-execs to get shares, but that was more a wording issue 

than actual intent) 

 Changes were made after consultation with their major shareholders, and the 

executive team revealed that one of the core reasons for requiring the 

irrevocable undertakings to catalyse responses from shareholders as early as 

possible to ensure any contentious issues could be highlighted well ahead of 

time. 

 Our engagements assisted in clarifying for us that the issues we initially had 

with the share scheme were not cause for material concern.  We concluded 

that instead this revised version was an improvement on the previous scheme, 

and that shareholders would not be prejudiced under the amended scheme. 
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As investors who see the financial materiality of ESG issues, engaging with regulators and 

industry bodies is vital to protect the long-term financial interests of our clients. Engagement 

could improve regulatory policies and outcomes, such as the reduction of systemic risks 

across portfolios.  In contrast to proxy engagements, such as in the case study 4, 

engagement with regulators relates to the industry at large and therefore has the power 

to impact entire industries. 

In May 2020, the JSE released an invitation for public comment in respect of REIT 

distributions.  

REITs are obligated to distribute at least 75% of their distributable profits within 

four months of their financial year end in order to retain their REIT status (which 

provides favourable dispensations under the Income Tax Act). If an issuer fails to 

make a distribution, and no longer qualifies to be classified as a REIT, this may result 

in unfavourable consequences for both the company and its shareholders. 

Given the Covid-related business lockdowns and the severe negative impact this 

had on property companies who were effectively forced to provide or accept rent-

free periods, issuers in the property sector experienced severe cash flow 

constraints and had therefore requested various forms of relief from various 

regulators that included: 

 deferring the final date by which REITs are required to make their distribution;

or

 paying a limited or no distribution at all.

The ESG approach 

In line with our ESG approach, we undertook a comprehensive review of the JSE 

SENS invitation for public comment, including extensive research and an internal 

discussion. Topics we debated internally were the current headwinds faced by the 

REITs and the property sector; the elevated risk of breaching debt covenants and 

the increased likelihood of capital raises. As an outcome of our internal engagement 

a written response was sent to the JSE regarding Perpetua’s recommendations.   

The issues prompting our recommendations 

1. A greater share of business is shifting to digital and virtual platforms, and away

from physical ones. These shifts have been more recently sharply exacerbated

by the global COVID-19 pandemic and are unlikely to reverse.

We were particularly concerned about factors which severely retard the

sector’s earnings and cash flow short- and medium-term visibility, such as

tenants who are unable or unwilling to pay rent; rental disputes causing rentals

to rebase to lower levels, and vacancies as certain businesses start to close.

2. The risk of breaching debt covenants became elevated as we believed that debt

levels will increase given our expectation for rental income to decline, and

consequently for property values to fall.

Engagement with regulators 

11. Case Study 5

Johannesburg Stock Exchange: REITs distribution 
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3. We believed that equity capital raises within REITs would be detrimental during

this challenged times for the following reasons:

 Given the current market and economic environment, it is plausible that

retail investors may not be in a financial position to participate in capital

raises. This may result in permanent dilution to them.

 We believed that capital raises and scrip dividends at current depressed

share prices would be value destructive to the holders. The propensity for

deep capital loss was likely severely underappreciated.

 If retail shareholders were able to receive script dividends for example, this

would result in a peculiar scenario whereby they do not receive any cash

income however are forced to declare it as taxable income in their tax

returns. This would make the sector particularly undesirable to them and

may result in additional selling.

The outcome 

Perpetua recommended the following in our submission: 

1. REITs should not pay dividends at all for a period of time.

The sector possibly needs a period of two to three years of no dividends in

order to adequately deal with the financial impact of the business shutdowns

and potential closures; as well as permanent operating changes as a result of the

management of the COVID-19 pandemic.

2. REITs should not be disadvantaged for being financially prudent in an

uncertain environment.

Losing REIT status could severely impact the future attractiveness of the sector

as it would be far less tax efficient for shareholders in future. We were also

unclear about what are the longer-term consequences - on the likelihood of

retaining let alone increasing JSE listings of REITs - if the counters have their

REIT status revoked. This uncertainty could affect the liquidity of the sector and

could be harmful for the long-term reputation of the JSE in terms of providing

liquidity.

3. We proposed that the current REIT requirement be amended to

allow for a non-dividend payment

This should be in place for at least two years. This would avert an outcome

whereby listed property companies could lose their REIT status, resulting in a

loss of tax benefits; a significant reduction in the attractiveness of the asset class

and possible delisting for many counters within the sector.
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COVID-19 is an event that impacted all the shares in our investment universe to some 

extent.  The pandemic has revived the discussion around how companies consider all of 

their stakeholders in their decisions, especially as the company’s response affects 

employees and the entire supply chain. If companies are to protect workers, guard against 

future shocks and above all preserve long-term growth, it became evident that the ‘S’ in 

ESG should be deemed just as important as ‘E’ and ‘G’. 

On 11 January 2020, Chinese authorities reported their first death from a new 

coronavirus, first seen in the city of Wuhan. And just 2 months after this Chinese 

report, on 11 March 2020, the World Health Organisation declared COVID-19 a 

pandemic. 

At the outset of the COVID-19 outbreak in South Africa, which was at the beginning 

of the second quarter, we had already commenced adjusting our research priorities 

in light of the uncertain environment. We prioritized management engagement and 

developed a specific COVID-based management engagement questionnaire and we 

focused engagement with our top 25 holdings. 

We categorised our holdings into 3 risk groupings 

1. Broadly defensive, ungeared or long term winners; e.g. Tiger Brands

2. Affected but should survive comfortably, e.g. South African banks

3. Affected and might not survive without equity raise or financial restructuring

e.g. Sasol

We prioritized engagement with those companies in groupings 2 and 3 to ensure 

that we understood how the risks would play out for that company post COVID-

19. With these companies, we needed to determine whether the company had

access to sufficient liquidity reserves given markedly reduce business trading

through the pandemic and we ultimately needed to were unsure what impact

COVID-19 would have on their operations.

We established a checklist of questions that we sent to most companies that we 

did not organize meetings or did not provide enough detail in their responses. The 

13 questions we wanted to make sure we understood the responses to were: 

1. Who is in charge of coordinating the COVID-19 response at the company?

2. What are the current business priorities? How is executive time being spent?

3. How is the company balancing between managing human capital versus working

capital (paid/unpaid leave etc.)?

4. What is the arrangement with the workforce during lockdown?

5. What is the company doing regarding executive remuneration?

6. How has the capital expenditure outlook changed?

7. How is the company dealing/negotiating with various stakeholders – suppliers;

landlords and then other vulnerable stakeholders such as lower-paid workers?

Thematic Engagement 

12. Case Study 6

COVID-19: ESG risk management 
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8. For indebted companies, how close are they to their covenants – are they 

renegotiating covenants at present (seeking covenant waivers)? 

9. What is being done about the company dividend and can the company outlook 

be shared? 

10. Does the company envisage key changes when it comes to employee work 

arrangements post the lockdown or as the virus normalises? 

11. When does the company see “normal” trading/operating resuming for your 

company? 

12. What is the company’s biggest concern for your industry through and coming 

out of the crisis? 

13. What positive opportunities are you seeing emanate from the crisis for the 

company – how are you ensuring there is enough focus on adapting/seizing 

opportunities? 

The reason for our COVID-19 related engagements were to proactively establish 

greater insight into managements’ preventative and mitigation measures in response 

to the crisis. Specifically, we wanted to inquire on actions to prevent and mitigate 

social and economic problems and also encourage management to put actions in 

place if not yet done so. Lastly, we wanted to consider the lasting impact on demand 

and therefore business stability due to structural changes. 

COVID-19 has provided new insights in ESG risk 

management 

The pandemic has highlighted the importance of ESG risk management. It could be 

argued that it has been a dress-rehearsal for the urgency with which we’ll need to 

act to minimise the impact of the coming climate crisis, in that it has been an 

accelerant of existing social issues, and has also highlighted the way that effective 

governance can make a difference in a company’s ability to weather difficult times. 

COVID-19 has allowed us to see how tail risks that seem unimportant can actually 

have a meaningful impact on companies. 

As already mentioned, we prioritized engagements with the companies with higher 

financial risk or those that we were unsure of the pandemic’s impact on operations. 

The companies in the following list are only companies that were in the portfolio 

at the time. With these companies, we were specifically trying to gain greater 

understanding of their position in terms of our COVID-19 checklist questions and 

make sure we were on top of what the largest holdings in the fund were doing in 

terms of COVID-19. 

COVID-19 Engagement register: 

Date  Company 
Risk 

grouping 

05 Mar 22 Mar Glencore 2 

06 Mar 12 May Trencor 1 

15 Mar 23 Mar Peregrine 2 

17 Mar 23 Apr Sasol 3 

24 Mar African Rainbow Capital 2 

24 Mar Advtech 2 

25 Mar Oceana  1 
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Companies we do not own: 

We also had COVID-19 engagements with companies that were not in our 

portfolio at the time. This included for example: 

 Santam: it was unclear to us what the business interruption claims would 

amount to, and how the pandemic would impact operations and profitability. 

We spent a few meetings (group and by email) attempting to obtain a sense of 

how this would impact their business.  

 Famous Brands: we were trying establish some insight into what the “new 

normal” would be for them in terms of restaurant sales etc. They were doing 

all they could to manage the risk, but our perspective was to get a sense of 

what this would mean for valuation. 

The outcome of our COVID-19 engagements 

Overall, we were satisfied that most companies were handling the pandemic well in 

terms of their response to it, and putting the right people - at the highest level of 

leadership - in place to deal with it. There were some companies that clearly faced 

increased financial risk due to the pandemic.  We therefore focused our discussion 

with these companies on their liquidity management. However, based on our 

conversations with the banks and regulatory relief provided by the Reserve Bank, 

we were satisfied that these companies were likely to get some measure of 

covenant and liquidity relief from the banks. Given the uncertainty, we resolved to 

keep this cohort of shares (that faced clear but manageable liquidity constraints) at 

a low level in client portfolios.   

27 Mar 19 May Omnia 2 

30 Mar Richemont 2 

30 Mar 29 May Nampak 3 

31 Mar 04 Jun Standard Bank 2 

08 Apr Tiger Brands 1 

09 Apr Naspers 1 

15 Apr Woolworths 2 

16 Apr British American Tobacco 1 

29 Apr Nedbank 2 

30 Apr Shoprite 1 

30 Apr Vivo Energy 2 

18 May Astral Foods 2 

07 May FirstRand 2 

08 May Massmart 2 

11 May AB InBev 2 

14 May Anglogold 1 

21 May Investec 2 

22 May Pick ‘n Pay 2 

26 May Absa  2 

26 May Netcare 2 

27 May Datatec 2 

10 Jun Quilter 2 

11 Jun Ninety One 2 

12 Jun Coronation 2 

04 Jun Mediclinic 2 

12 June Tsogo Gaming  3 
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Our engagement approach takes place continuously pre- and post-investment.  As 

explained in Case Study 1, a share would become automatically excluded from all client 

portfolios if the governance score is below our minimum acceptable level. When the 

governance score is low, but not below the exclusion level, ownership in that company is 

permitted as long as we embark on an engagement process with the company to 

understand how the company intends to improve the governance concerns. 

Michaels (“MIK”) is a US retailer with a premium offering in the creative craft, home 

décor and framing segment. The company has approximately 15% share of this 

market segment. 

Perpetua’s investment team first analysed MIK as a potential investment in 

December 2016 after which Perpetua made an investment.  

During 2019 the environment deteriorated meaningfully as the US trade war with 

China accelerated and pursuant to this China instigated increased tariffs which 

caused lower gross margins for MIK, who source a meaningful percentage of their 

product from China. Investor sentiment regarding brick-and-mortar retail in general 

also deteriorated. This was compounded when the CEO resigned in March of 2019. 

This was then exacerbated by concerns over the balance sheet as the company 

continued buying back shares instead of paying down debt. By March 2020, through 

the initial stages of Covid-related business shutdowns, the market became 

increasingly concerned that a potential deterioration in operational performance 

could lead to a rights issue.  

We remained invested in the company through this period and had many ongoing 

engagements with management and the board throughout, mainly regarding 

governance factors as well as financial stability.  

The ESG approach 

ESG issues are continually discussed as they emerge for each of our shares and 

where appropriate, we have extensive engagement with management and the 

Board. 

Should our process of engagement fail to surface the improvements we need to see 

within a specified time frame, the company would be deemed to be no longer 

sustainable and we would seek to disinvest. 

The governance issues 

We followed up our numerous engagements with management with a more formal 

engagement accompanied by a letter to the board in September 2019 and had 

further engagements in March 2020 to address the following governance and capital 

allocation issues: 

1. To cease share repurchases until the net debt to EBITDA

multiple was below 2.5 times.

Since the 2016 financial year, the group has opted to repurchase shares and not

reduce debt. Of most concern to us, was the use of borrowing to fund a portion

Post investment engagement 

13. Case Study 7

Michaels: Governance and corporate structure 
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of the FY 2018 share repurchase of US$459 million which exceeded the free 

cash generated by 150% in that year.  

This high debt multiple, was in our opinion, one of the key reasons why 

investors were shorting the stock. 

2. Improve corporate governance in board representation 

We wanted to satisfy ourselves that the company was not just following the 

letter of the law but the spirit of the requirements in terms of corporate 

governance at board representation level. The core shareholders of MIK are 

Bain and Blackstone. All but one of the board members at the time, the interim 

CEO Mark Cosby were listed as being independent under the Corporate 

Governance Guidelines and Nasdaq’s listing standards. 

We were satisfied by the fact that Michaels’ independent directors may not be 

former employees, directors or consultants of core shareholders’ Bain or 

Blackstone and the Board should support a shift to having more truly 

independent board representation. 

3. Appointment of a permanent CEO 

The former CEO left in March 2019 and the additional uncertainty created by 

not appointing a permanent CEO was another factor leading to uncertainty in 

the market. We communicated that this role had to be filled either by 

appointing the interim CEO as a permanent CEO or appointing a permanent 

CEO before the end of the calendar year.

The outcome 

Since our engagements, the company have reduced their share buybacks and 

restructured their debt so that their first debt maturity came due in 2023 with the 

second large debt maturity in 2027. Taking into consideration the company’s free 

cash flow generation, both management and our team felt comfortable that the 

company would be able to service their interest payments in the meantime. This, 

we believed, would buy the company time to reduce their debt. This significantly 

increased our conviction that the company will be able to avoid a value destructive 

rights issue. This was the largest contributor to our conviction on MIK which 

enabled Perpetua to purchase more MIK shares during April 2020. 

Though the board remains largely dominated by members of the Bain and 

Blackstone group, the engagement improved our conviction regarding the alignment 

of interests. Bain and Blackstone were not invested meaningfully in the debt 

structure of the company. If this was the case it could cause a misalignment of 

interest and potentially an incentive to take the company private at a price 

detrimental to minority shareholders. The Bain and Blackstone groups remain large 

co-investors in the equity of the company, have an incentive to avoid a rights issue 

and were largely aligned with minority equity shareholders such as Perpetua.  

MIK hired former Walmart executive Ashley Buchanan, who served as interim CEO 

since February 2019, then was officially appointed on 6 January 2020 as CEO & 

President, and he fully transitioned into the position on 1 April 2020.  Buchanan 

joined Walmart in 2007 and has served in increasing roles of leadership, most 

recently he was the chief merchandising and chief operating officer for its U.S. e-

commerce division since July. The appointment of the permanent CEO was a 

positive development that will assist the company in demonstrating to the market 

continuity in senior leadership and clarity on the strategy of the business going 

forward.     
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We believe that ESG analysis should form an integral but also clearly distinguished 

part of each analysts’ fundamental analysis process in respect of the investment 

under consideration. The sustainability issues relating to a company are therefore 

embedded into the decision making related to that company and/or industry. Prior 

to engaging with company and throughout the investment process, we continually 

assess all three components of E, S and G. Below we showcase our consideration 

for all three. 

Samsung Electronics is a global manufacturer of a wide range of electronics, 

including smartphones, semiconductor memory chips, home appliances, telecom 

network devices and medical equipment. It is a South Korean multinational 

company headquartered in the Yeongtong District of Suwon; it is the world’s largest 

manufacturer of electronics by revenue; has a market capitalisation of $527 billion; 

accounts for more than 20% of South Korea’s GDP and the Korean Stock Exchange 

(KOSPI). 

We have engaged with the company on several occasions regarding various ESG 

concerns since initiating coverage in 2017. Governance has been the most material 

of ‘ESG’ issues at Samsung Electronics for the past several years, including a 

tarnished reputation and brand due to bribery and accounting fraud scandals, 

especially in the eyes of South Korea’s public. 

The environmental issues 

With respect to ‘E’ materiality in the semiconductor and electronics industry, the 

main concerns relate to energy efficiency and GHG emissions as it impacts the cost 

of ownership and carbon footprint of users and owners of data centres. Advances 

in the design and manufacturing of memory chips since 2013 has resulted in faster 

speeds and lower power consumption using lower voltages. Furthermore, the 

transition from HDD to SSD (NAND memory) as a product with better energy 

efficiency has further facilitated the reduction of power consumption and carbon 

footprint. For example, NAND SSD consumer 2-5 watts per hour, compared to 

HDD, which is around 6-15 watts per hour. 

The governance issues 

These relate to the family ownership structure (Korean “Chaebols”), lack of 

transparency, related party interests, self-dealing and bribery. The circular 

ownership structure places control of Samsung Electronics in the hands of the Lee 

family despite not having majority economic interest. This situation came to a head 

in 2017 when the then Vice Chairman and de-facto leader of Samsung Electronics, 

Lee Jae-yong, was prosecuted and found guilty of bribery. He was sentenced to five 

years in prison for authorising payments totalling $36 million to non-profit 

organisations run by people close to the former president, in return for political 

favours. The former President, Park Geun-hye, was impeached for her role in this 

Post investment engagement 

14. Case Study 8

Samsung Electronics: E, S, G
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and other similar scandals. This led to the election of Moon Jae-in to the Presidency; 

he had campaigned largely on promises to root out corruption and clamp down on 

South Korea’s “Chaebols”. In 2019, the then Samsung Electronics Chairman and 

former CFO, was convicted and sentenced to 18 months in prison for violating 

South Korea’s labour laws. Also, in 2019, several Samsung employees were also 

convicted for their part in a $3.9 billion accounting fraud to assist the Lee family 

maintaining control over the Samsung Group.  These were the defining events that 

sparked the Board of Directors to take significant steps to tackle these governance 

issues. These events raised serious questions about 1) board structure, 2) internal 

controls, 3 )related-party interests and 4) lack of transparency. 

The social issues 

The bribery and accounting fraud scandals tarnished Samsung’s reputation and 

brand, especially in the eyes of South Korea’s public. In a “shame culture” such as 

Korea’s, the public decides what is right, not just convictions in a court of law. South 

Korea’s political leaders and public are more determined than ever to correct the 

country’s reputation for being too lenient on the “Chaebol” families that control 

their large corporate conglomerates. South Korea’s shame culture is in significant 

contrast to the guilt culture that exists in majority of Western countries. Reputation 

can only be restored through public apology and shaming of those guilty of 

wrongdoing. Samsung de-factor leader, Lee Jae-yong, at the request of Samsung’s 

legal compliance committee, made a nationally televised apology in May 2020 for 

the scandals involving the company, and promised to not pass down managerial 

power to his heirs. 

The outcome 

After several engagements regarding our ESG concerns since initiating coverage in 

2017. The company received one of our highest risk ratings on 1.5 out of a 5 (1 is 

high risk, 5 is lower risk). Samsung have made several positive changes to their 

governance structures over the past three years. These include: 

1. The board separated the role of CEO and Chairman in 2018, and appointed 

Samsung’s first independent Chairman, Jae-Wan Bah, in February 2019. Jae-

Wan Bahk was the former Minister of Strategy and Finance, and former 

Minister of Employment and Labour. 

2. The appointment of several new committees composed of only independent 

directors, including a Related Party Transactions Committee, Compensation 

Committee, Governance Committee and Audit Committee. 

3. Independent directors now constitute the majority of the board of directors, 

including six independent directors and five executive directors. 

4. The disbandment of the Samsung’s Future Strategy Office, considered the Lee 

family’s most loyal body, consisting of more than 200 senior staff, and the 

devolvement of decision-making to the company’s individual affiliates; 

5. The Chairman has very experienced in dealings with labour unions given his 

prior role as Minister of Employment and Labour in South Korea.
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Perpetua became a signatory of PRI in October 2019 

As stated by the PRI: 

Investors can use their position (and legal rights) as partial owners of companies to influence  

a. what activities those companies engage in, and  

b. how they behave and operate. Through this process – known as active ownership or 

stewardship – active or passive investors can encourage companies to: 

 better manage material ESG issues to minimise risks and maximise performance; 

 increase the quality of information they disclose on ESG issues, allowing investors to 

make more informed decisions; 

 improve corporate practices to promote financial or non-financial objectives.  

The clear benefits of becoming PRI signatories include working closely with the PRI to refine our 

RI policy and process in ways that will allow us to act in the best interests of our clients; 

opportunities to collaborate and network with other signatories; access to a standard reporting 

and assessment tool and access to examples of good practice from a widespread network of 

peers. 

The six PRI principles we support and have adopted are as follows: 

1. We will incorporate ESG issues into investment analysis and decision-making processes. 

2. We will be active owners and incorporate ESG issues into our ownership policies and 

practices. 

3. We will seek appropriate disclosure on ESG issues by the entities in which we invest. 

4. We will promote acceptance and implementation of the Principles within the investment 

industry. 

5. We will work together to enhance our effectiveness in implementing the Principles. 

6. We will each report on our activities and progress towards implementing the Principles. On 

an annual basis, we report to the PRI on how we implement RI practices and comply with 

the PRI principles. 

 

 

 

 

 

 

 

 

PRI 

15. We support and endorse RI principles 
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The assessment report from the PRI follows, which serves the purpose to provide feedback to 

signatories to facilitate learning and development, and identify how signatories can improve their 

RI practices. Please refer to our 2020 assessment ratings below.  With the exception of one 

category we have already scored at or better than the “global median score” for the key modules 

below.  This is a notable achievement in the inaugural year of assessment by the PRI. 

Approach to CRISA principles 

CRISA was introduced in 2011 as an industry-wide initiative. We fully support the CRISA 

principles, which provide guidance on how the institutional investor should execute investment 

analysis and activities, and exercise rights to promote governance. 

An institutional investor should incorporate sustainability considerations, 

including ESG, into its investment analysis and investment activities as part 

of the delivery of superior risk-adjusted returns to the ultimate beneficiaries. 

 Our formal RI Policy provides information on how we fulfil our stewardship and fiduciary 

role across all asset classes and mandates we manage.  

 Our approach to RI is firmly integrated into our fundamental, bottom-up analysis in an 

intentional and identifiable way. Perpetua’s ESG Policy, available on our website, explains 

how sustainability considerations are integrated into our investment process. 

 We have developed an internal risk rating process that is a compulsory element of our 

fundamental research process. ESG factors form part of our risk rating criteria. Please refer 

to the section on ‘ESG at a product level’ above for more information. 

 Our Head of Research and ESG co-ordinator perform an oversight role to ensure ESG 

integration across the investment team. 

An institutional investor should demonstrate its acceptance of ownership 

responsibilities in its investment arrangements and investment activities. 

 Our investment team members are held accountable for adopting the RI policy. Compliance 

with the RI policies is a stipulated requirement in the completion of a Research Group report.  

Should this not be adequately completed, the report would not be approved by presentation 

at the Research Group. 

Module name Our score Global median score 

Strategy and governance A A 

Direct & active ownership   

Listed equity - incorporation B A 

Listed equity - active ownership A B 

Fixed income – sovereign, supra, 

agency 
B B 

Fixed income – corporate financial B B 

Fixed income – corporate non-financial B B 

Fixed income – securitized B B 

01 

PRINCIPLE 

02 

PRINCIPLE 
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 The application of the RI policy is one of the material components of the key performance 

indicators of the investment team. These KPI’s are assessed quarterly and annually. 

 We vote according to our formal Proxy Voting Policy which is publicly available on our 

website. 

 We vote on all shareholder resolutions where the mandate permits us to vote on clients’ 

behalf. 

 A formal Engagement Policy governs our engagement actions, and includes escalation 

strategies in circumstances when concerns cannot be resolved. This policy is available on our 

website. 

 Our formal Insider Trading Policy is the policy to oppose the unauthorised disclosure of any 

non-public information acquired in the workplace and the misuse of material non-public 

information in securities trading. 

Where appropriate, institutional investors should consider a collaborative 

approach to promote acceptance and implementation of the principles of 

CRISA and other codes and standards applicable to institutional investors. 

 Our Engagement Policy governs our pursuit of appropriate collaboration with other investors 

and other corporate stakeholders. 

 We believe in taking our responsibility to work collaboratively with co-investors seriously 

and drive or join responsible active ownership in many instances.  We have already 

demonstrated this collaboration in several instances. 

 We encourage other companies to be more transparent, through engagement. 

 We became an official signatory of the PRI in 2019, formally committing to the belief that 

sustainability is a driver of our investment decisions. 

 Our CIO serves on the RI Standing Committee of ASISA to promote RI practices. 

An institutional investor should recognise the circumstances and 

relationships that hold a potential for conflicts of interest and should 

proactively manage these when they occur. 

 Our Conflicts of Interest policy exists to prevent potential conflicts of interest, mitigate and 

manage actual conflicts of interest and communicate them effectively to clients. This policy is 

available on our website. 

 A control system has been established to ensure monitoring of the conflicts of interest and 

corrective measures taken. 

Institutional investors should be transparent about the content of their 

policies, how the policies are implemented and how CRISA is applied to 

enable stakeholders to make informed assessments. 

The following is available on our website: 

 RI policy 

 Proxy voting and engagement policy 

 ESG policy 

 Conflicts of interest policy 

 Proxy voting history 

03 

PRINCIPLE 

04 

PRINCIPLE 

05 

PRINCIPLE 
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The above policies are updated on an annual basis. We also keep a record of all our engagements 

and report to clients.  

 

We are aware that CRISA issued in November 2020 a draft Code 2.0 that has been circulated 

for public consultation.  Perpetua has participated in the review process through its contribution 

in the CFA Society South Africa ESG/RI CRISA Project Team, represented by CIO, Delphine 

Govender and ESG analyst, Vuyolwethu Nzube. 

Perpetua is also represented in the following bodies 

 JSE Buy Side Council, where we are able to put forward and lobby views regarding the 

regulatory environment on a variety of areas affecting investors, including responsible 

investing and sustainability. 

 

 Delphine Govender, our CIO, is a CFA South Africa Society board member and chairs certain 

of the sub-committees, notably Regulatory & Advocacy Outreach during 2020.  This sub-

committee specifically deals with a variety of regulatory and policy matters relating to shaping 

a responsible investment industry in South Africa, and includes investing sustainably and with 

positive societal impact.  At the end of 2020, CFA Society South Africa established an ESG/RI 

Special Projects Team, comprising industry-wide volunteers engaging and providing input on 

ESG and RI matters.  Our CIO, Delphine Govender chairs this Special Projects Team and 

ESG analyst, Vuyolwethu Nzube serves as an official volunteer on this team. 

 

 As stated under CRISA principle 3, our CIO has been a member of the ASISA RI Standing 

Committee since 2019. The purpose of serving on this committee is to stimulate the uptake 

of RI within the South African market.  
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Our RI approach has been developed and refined over 

the time the firm has been in operation as we strive to 

maintain a high and relevant standard of ESG integration 

and disclosure. The beginning of 2020 involved a 

refinement of our overall RI framework as we worked 

to ensure our accumulated learnings and ever-evolving 

global best practice were reflected in our approach.  

In 2020 we deepened our integration of ESG into 

investment decision-making by taking the following 

actions: 

 Performed a holistic review of our ESG process,

which included an extensive review of our ESG

scorecard. This type of review occurs generally

every 2-3 years.

 Refined our proprietary scorecard by adding more

quantitative metrics. The scorecard is currently

being implemented.

 Ensured more causal connection between our ESG

risk assessment and associated engagement

activities – both pre- and post-investment. We did

this by prioritising engagement activities directly

from risks flagged by the ESG scorecard.

 Extended reach into industry bodies and players to

increase participation in collaborative engagement

as well as industry engagement. We have increased

feedback to regulators on all elements of ESG

matters; and our CIO is now a member of ASISA

RI Committee as well as the chair of the CFA

Society South Africa ESG/Responsible Investing

Special Project team.

 We also increased reporting on ESG activities by

taking the following actions:

 Updated all of our publicly available RI

policies

 Submitted our first voluntary report to the

PRI

Enhancements to be made in the coming 

year  

As we are constantly fine-tuning our processes with 

regard to RI, we have a number of improvements we 

would like to make in 2021. These improvements 

include: 

 

 

 

16. 2020 Enhancements to the ESG process

Accountability 
Ensuring accountability 

across the business to 

apply RI practices across all 

investment offerings, 

including building explicit 

ESG KPIs 

Policies 
Update our ESG-related 

policies to include reference 

to our fiduciary duties, asset-

specific and sector-specific 

guidelines, and 

screening/exclusions policy  

Fixed income 
Explicit reference to fixed 

income engagements 

separate from other asset 

classes 

Measuring impact 
Of portfolio as a whole 

relative to the benchmark 

(using quantitative 

component ESGs scorecard) 

Seamless process 
Making the process more 

seamless and leveraging off 

technology such as FactSet 

more 

Sustainable 

Development Goals 
Engagements according to 

SDGs and incorporating the 

SDGs more into our process 

Climate risk 
Incorporating climate risks 

into valuations. Consider 

our approach to industries 

that face sustainability risks 

Proxy voting 
Formal escalation strategy 

following unsuccessful voting 
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