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VOTING

As investors in many companies, Castlefield vote on strategic issues such as executive pay, director nominations and political donations. We take the 
time to consider each resolution carefully and aim to vote on all the stocks held in the collective funds we manage. It is our view that voting is an integral 
part of being a Thoughtful Investor. As such, we have developed a set of guidelines in the form of our voting policy to ensure we take a uniform approach 
to decision-making.

Over the quarter, our investee companies hosted 99 meetings with 1533 resolutions to be voted. Of the proposals we voted on, 1253 of our votes were 
cast in support, 264 were against and 16 were abstentions.  

RESOLUTIONS

Number of resolutions where votes were cast For 1253 81.7%

Number of resolutions where votes were cast Against 264 17.2%

Number of resolutions where votes were Abstained 16 1.0%

1 EXECUTIVE 
REMUNERATION

... is covered by the remuneration report and the remuneration policy. If either of these proposals do not adhere to 
the guidelines in our voting policy, we vote Against these resolutions. 

2 SHAREHOLDER RIGHTS ... refers to requests made by a company to engage in practices that we believe may be detrimental to shareholders. 
For example, we do not believe 14 days’ notice is sufficient time for shareholders to prepare to exercise their voting 
rights and so will vote Against this request. 

3 DIRECTOR 
INDEPENDENCE & 
EFFECTIVENESS

... is an issue often involving Non-Executive Directors (NEDs). NEDs should be independent in order to be effective 
and if a NED has been in place for longer than the nine-year tenure recommended by the UK Corporate Governance 
Code we will often vote Against or opt to Abstain. We will also vote Against the reappointment of a director if we feel 
they have not been particularly effective or if we feel that, due to a large number of external commitments, they may 
not be able to dedicate sufficient time to their directorship. 

4 POLITICAL DONATIONS We do not think it is appropriate for companies to make political donations and consequently will always vote Against 
a resolution seeking permission to do so.  

5 THE AUDIT PROCESS ... refers to auditor independence which may be compromised if the auditor has been in place for a long time and 
no tendering process has been undertaken, or if fees paid are for services other than their primary audit function.  
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Between April and June 2019, the most likely reason for an abstention or vote against management was on the basis of director appointments. This 
accounted for 29% of votes against and abstentions. This is usually due to issues surrounding independence of the non- executive directors facing re-
election. It is important that the non-executive directors (NEDs) are independent from the executive directors in order to ensure that they are able to 
hold them accountable. Where there is a close relationship between NEDs and executive directors this can negatively impact innovation because they 
may feel unable to question business decisions with appropriate rigour. 

Remuneration was another key reason for not voting with management, this accounted for 23% of votes contrary to management recommendation 
cast over the period. The reasoning behind these decisions was often excessive base salary or incentive payments. Pay packages are voted against 
where there is a large disparity between the rewards given to directors and the average pay received by company workers. Remuneration is a topic 
where Castlefield takes a firm stance. We believe that remuneration arrangements for executive directors should be aligned with the interests of all 
stakeholders, including employees. A deciding factor is whether the company pays the Real Living Wage, this is an important measure for determining 
where pay is excessive. In addition, compensation measures that lack stretching performance targets make it too easy for executives to be awarded 
generously for mediocre performance, this is another factor that must be analysed carefully before voting. 

An additional 19% of abstentions and votes against fell into the category of shareholder rights. This is due to the policy of always opting to vote against 
resolutions that propose holding general meetings at 14 days’ notice. This is underpinned by the firm belief that this does not allow for investors to 
prepare adequately for the meeting and therefore is an infringement of shareholder rights. When shareholders have insufficient time to analyse the 
meeting materials, an unfavourable decision may be forced due to time constraints. 

The number of protest votes relating to the audit process accounted for 20% of the total for this quarter. The number of votes falling into this category 
is determined by the need for the external auditor to be independent from their client company. We monitor of auditor independence by checking the 
quantum of fees collected for non-audit work and the length of time that particular auditor has been in place. This serves to prevent the formation of a 
cosy relationship between them and their client company and ensures that accounts are being audited with appropriate scrutiny.

Finally, we do not view political donations as an appropriate use of capital and, as such, we always vote against resolutions requesting shareholder 
permission for this activity, for the second quarter of 2019 this was 9% of total dissenting votes. 

% OF VOTES TO ABSTAIN OR GO AGAINST MANAGEMENT IN Q2
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VOTING

For just over the past year, Castlefield has opted to deliver quarterly Stewardship Updates. Sharing regular updates on 
our stewardship efforts means we can provide our clients with an up-to-date picture of how we have been engaging 
with investee businesses on their behalf. However, these frequent updates are not intended to replace our traditional 
annual updates, but to supplement them. At the end of the second quarter we offer additional coverage, not only of 
the past three months, but from June the previous year. This is to ensure that we’re not only providing regular insight 
into our activities, but are also giving a picture of how that builds over the course of a year and what patterns emerge 
in our voting.

Between 1st July 2018 and 30th June 2019 we voted on a total of 2409 resolutions at 179 meetings. Of the proposals we 
voted on, 2023 of our votes were cast in support, 355 were against and 31 were abstentions.

RESOLUTIONS

Number of resolutions where votes were cast For 2023 84.0%

Number of resolutions where votes were cast Against 355 14.7%

Number of resolutions where votes were Abstained 31 1.3%

ANNUAL 
STEWARDSHIP
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Over the course of the year, votes against director appointments made up 31% of dissenting votes. Whereas, executive 
pay made up 22% of votes against and abstentions. An additional fifth of the negative votes concerned shareholder 
rights, closely followed by the audit process which makes up 18% of the pie chart shown above. The lowest proportion of 
protest votes fell into the category of Political Donations. Although, it should be noted that we vote against this request 
at every opportunity so this is indicative of the small number of companies who propose this to shareholders rather 
than support for this type of corporate behaviour. 

The chart above mimics closely that which we have seen over the preceding quarters. We believe that this indicates that 
our voting policy is leading us to vote consistently on behalf of our clients so we are able to uphold their views and reflect 
them to investee companies via their AGM resolutions. 

ENGAGEMENT OVER THE PAST YEAR 

Over the last twelve months (1st July 2018 to 30th June 2019) the investment team have organised, attended and hosted 
223 meetings and calls with companies. This is an increase of 58 compared to last year. 

In addition to meeting companies that already feature in client portfolios, we also meet prospective investments and 
evaluate new businesses. This allows us to explore investment propositions and forms an import part of the B.E.S.T 
analysis that is integral to the Castlefield stock selection process. By asking the leaders of companies their thoughts on 
Business, Environmental, Social and Transparency issues, we can paint a clearer picture of a company’s suitability for 
our portfolios. 
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Last year, Castlefield Partner, David Gorman, joined the Investor Advisory Group of the Financial Reporting Council (FRC). The role of the Group is to 
provide a forum for engagement for different actors within the investment industry, from fund managers and local government pension schemes 
to asset servicing businesses. The quarterly meetings are chaired by Stephen Haddrill, Chief Executive of the FRC and discussion points include new 
policies and setting standards of best practice within UK governance and stewardship. The FRC are keen to listen and David is able to regularly offer 
the views of Thoughtful Investors during these important gatherings and as a consequence is able to ensure that they are accounted for in the FRC’s 
future plans. 

Last year, the focus was on the UK Corporate Governance Code but this year the FRC have moved onto updating the UK Stewardship Code. This code 
supports Corporate Governance Code and helps investors to monitor and engaging with the companies they own by providing guidelines that drive a 
dialogue between investors and companies. We were able to provide our thoughts on how to further improve the quality of the principles and provisions 
through contributing to the consultation and sharing our input on proposed revisions to the Stewardship Code. An interesting point for consideration 
emerged during the process of preparing our response. The consultation papers asked investors to consider the roles of Proxy Voting Providers. These 
companies provide services to shareholders to help them vote at their investee companies’ meetings. They often provide research with suggestions as to 
how shareholders should vote as part of this service. This gives them enormous power when it comes to influencing the outcome of votes on particular 
resolutions. One such provider is Institutional Shareholder Services (ISS)

RELIANCE ON PROXY VOTING PROVIDERS

Although we make use of ISS’ services, we remain committed to utilising our own 
proprietary guidelines as the key determining factor for our voting decisions. This is made 
plain through the chart (right) showing the how regularly we deviate from ISS policy. Of 
the 179 meetings we voted at over the last 12 months, we chose to disregard ISS voting 
suggestions at 125. We followed ISS recommendations at 54 of the meetings, this is due to 
our policy and ISS policy overlapping in certain key areas. Castlefield are active investors 
and this extends beyond stock selection into active stewardship processes too. We do not 
blindly follow the policies of others but instead strive to ensure we carefully consider each 
resolution at each meeting and bring client values to bear when making voting decisions. 

The research offered by ISS is extremely helpful in providing an indicator of the sort of 
discussions taking place throughout the investment industry concerning certain issues and 
particular companies. In addition, ISS often engage with companies prior to the publication 
of their research and thus have given an early opportunity for the company to comment 
on the issues outlined. We value this engagement as the companies can explain or alter 
their approach depending on their response to the concerns highlighted by ISS. However, 
we have noted that the quality of ISS reports for smaller companies pale in comparison to their larger company research papers. This may be due to a 
resource shortage for businesses lower down the market cap scale, but it is vitally important that we receive the same depth of information regardless 
of company size in order to aid our decision making. This is partially why we never rely on ISS alone to make voting proposals. We believe our internal 
voting guidelines, supported by our own research, is an excellent point of differentiation from many of our peers and allows us to extend our Thoughtful 
Investing approach to our voting procedures.

 Meetings Where We Deviated From ISS

 Meetings Where We Supported ISS

FINANCIAL 
REPORTING 
COUNCIL INVESTOR 
ADVISORY GROUP

125
54
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MELEXIS ON WATER USE

Last quarter, we highlighted our engagement over water use and were awaiting feedback 
on specific questions from Melexis, the further results of which we outline below.

Over the course of the year we contacted a group of investee companies that we felt were 
disproportionately affected by issues concerning water use. An industry that we have identified 
as being particularly water-intense is the production of semi-conductors. Semiconductors form 
part of circuits that are necessary for many technological advancements. However, in order to 
ensure the integrity of the product, silicon wafers that make up the conductors must be washed 
repeatedly to remove contaminants that could interfere with functionality. As a consequence, 
we wanted to contact investee companies that manufacture in this way to find out more about 
how they consider water use and what can be done to improve water efficiency. One such 
company was Melexis. Melexis designs, develops, tests, and markets semiconductors for use in 
the automotive sector. It is a Belgian company held within our Castlefield B.E.S.T Sustainable 
European Fund. We wanted to know if they assess suppliers based on their water efficiency and 
whether they have targets in place to reduce water use as part of their direct operations and 
as part of their supply chain. They responded to say that all suppliers must adhere to a quality 
standard of ISO 9001 as a minimum and ISO 14001. ISO stands for the International Organisation 
for Standardisation and offers certification and assessment schemes for various industry 
participants to ensure global proprietary in manufacturing and operational processes. These 
schemes can offer comfort that Melexis’ suppliers are following environmentally responsible 
procedures. In addition, the company request that their subcontractors must have their own 
quality and environmental policy, system and continuous improvement planning. Melexis also 
went on to say that they do not directly use water during the in-house testing steps so the 
use of water is only domestic water needed for personnel. They have implemented a system 
that uses rainwater for the toilets in order to reduce internal water use and carry the ISO 14001 
certification on environmental practice themselves. Melexis have Key Performance Indicators 
concerning water usage and this is reported to management on a quarterly basis. Melexis have 
also opted to improve the transparency of their environmental reporting and, as of this year, 
will include the quantity of water used over the main production sites in the annual financial 
report. We were pleased to hear of the steps taken by Melexis to reduce water consumption 
both in their own company and those that they do business with. Sustainable management of 
water resources is an important part of achieving Sustainable Development Goal 6: to ensure 
availability and sustainable management of water and sanitation for all. The manufacturing of 
electronic components is a key area where intensity of water use can be reduced in order to 
help meet this target. Castlefield hope that Melexis will continue to do their part by rigorously 
assessing all suppliers and contractors to ensure natural resource efficiencies are made 
wherever possible.

CASE STUDIES
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Collaborative engagement campaigns unite investors together and thus 
increase the collective number of shares spoken for. This means that 
companies are more likely to be convinced that shareholders are in 
consensus over a certain issue and therefore act to mitigate the social 
and environmental risks that they expose. Castlefield have played an 
active role in a number of these engagement campaigns and feel they 
are an excellent way to magnify our voice and create impact.

Over the year we have been particularly involved with FAIRR (Farm Animal 
Investment Risk and Return). The FAIRR team work tirelessly to expose 
the environmental and social risks that manifest in the animal agriculture 
sector. They publish an annual protein producer index to rank animal 
protein companies on ESG issues. The indexing exercise allows progress 
to be tracked over time and the impact of their various engagement 
programmes to be monitored. In addition, the team regularly release 
research papers that allow investment companies to delve into emerging 
issues within the food sector. Their latest paper is entitled ESG Risks and 
Opportunities in Aquaculture and explores the impact of industrial fish 
farming on our aquatic environments and the many risks for the industry 
and those affected by it. Castlefield Executive, Amelia Overd, said:

“Investment and innovation are  
needed within the fish farming industry 
to reduce its reliance on wild fish stocks 
and improve environmental practices 
through technology – or companies face 
the risk of losing their social license 
to operate.” 

The FAIRR initiative is supported by investors representing $13 trillion. This 
is indicative of the pressure that can be exerted on businesses through 
investor collaboration to achieve positive results for people and planet.

Another project we have supported over the past few years is the 
Corporate Human Rights Benchmark (CHRB). Castlefield colleagues 
were able to attend the launch of the Benchmark’s second report and 
we have been pleased to see the initiative grow into their third year. The 
assessment methodologies have been developed to provide a thorough 
investigation of the human rights performance of companies across 
three high risk sectors: extractives (mining), apparel and agriculture. In a 
similar way to FAIRR, the CHRB uses an annual ranking of the companies 
they assess in order to track progress. They also hope to engender the 
spirit of competition between corporations to push for better practices 
and hopefully, one day, eliminate the human rights abuses that occur 
within supply chains. 

COLLECTIVE 
ENGAGEMENT 
PROJECTS
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CASTLEFIELD 
SUMMER EVENT

Every year, Castlefield host a summer event for our clients, industry 
colleagues and other interested parties. We delight in the opportunity 
to explore emerging issues concerning the businesses we invest in and 
the potential environmental and social risks they face. This year marked 
our 3rd annual symposium and on this occasion we unpacked ideas 
surrounding the Circular Economy with the help of an expert panel and 
the wonderful Catherine Weetman as our keynote speaker. We discussed 
how excessive consumption within a linear economic model has led to a 
"take, make, dispose" approach to the use of goods. This leads to inevitable 
environmental destruction due to resource extraction and a tremendous 

amount of waste. These issues, amongst others, have caused some to 
propose that a drastic shift is needed, to an economy which is circular in 
nature. The approach supports UN Sustainable Development Goal (SDG) 12: 
producing and consuming more responsibly. 

Catherine started the event by explaining to the audience the many benefits 
of incorporating circularity into business models. She described how 
utilising by-products and extending stewardship over the goods produced 
could engender resilience. Recovering materials that would otherwise be 
disposed of leads to the creation of a loop and increases the value that 
can be extracted from products already in existence. One particularly stark 
example of assets that are currently not being used came in the form 
of gold in outdated electronic devices. Gold is extracted in increasingly 
geopolitically unstable regions of the world to keep pace with demand. 

However, there is already a plentiful supply in unrecycled electronic waste. 
Catherine explained that, on average, one tonne of gold ore yields only 5g of 
gold. Whereas, one tonne of recycled e-waste produces 150g of gold. This 
indicates that recycling programs can lead to a higher yielding source of 
raw materials than traditional extraction processes. This, along with other 
case studies, are explored in her book “A Circular Economy Handbook for 
Business and Supply Chains”.

Following Catherine’s speech there was a panel discussion led by Castlefield 
Adviser, Olivia Bowen. Richard Burnett (Market Sector Manager at James 
Cropper Paper) started the discussion by emphasising the importance of 
collaboration between businesses in order to close the loop and turn our 
linear economy into a circular one. The power of a lone actor is enhanced 
when large businesses offer their backing to keep resources within the 
supply chain and prevent waste. Peter Atkinson (CEO of MacFarlane Group 
– which we hold in our UK Smaller Companies Fund) was keen to point 

Guest Speaker Catherine Weetman.

Panel discussion in progress.

"Catherine explained that, on average, one 
tonne of gold ore yields only 5g of gold. 
Whereas, one tonne of recycled e-waste 
produces 150g of gold."
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out the pivotal role that education plays in sparking large-scale change. 
Castlefield Head of Client Investments, Simon Holman, was optimistic about 
the potential for a shift in culture to bring about these changes. He felt there 
was a greater level of awareness amongst consumers of the resource use 
that underpins their purchasing decisions. Consequently, this will lead to 
different consumption patterns and corporate behaviour will alter as a result. 
Catherine Weetman agreed, and went on to say that the interconnected 
nature of the modern world had made it increasingly possible for 
consumers to engage with large businesses to demand improvements. She 
cited the example of the pressure placed on a popular crisp manufacturer 

to provide recycling facilities for their packets. Susan Harris, (Technical 
Director of Resource Efficiency at Anthesis Group) expanded on this to 
say that individuals are more aware than ever of the power they hold to 
influence business and will not buy products that have been manufactured 
in a way that they do not agree with. Consumers view the pound in their 
pocket is a vote that can be used to endorse practices that meet their ideas 
of what is fair. She went on to give examples of how people can support 
better procedures, she mentioned certification schemes such as the Better 
Cotton Initiative (BCI) in order to ensure that garments have not been 
made with raw materials grown in conditions that are detrimental to others  
and the planet.

In addition to excellent conversations and interesting ideas, the setting 
for our evening was in keeping with the company motto of  Thoughtful 
Investing  and the values this represents. We opted to host the event 
in the Clink Café, a venue run by a charity that aims to cut reoffending 
rates through training prisoners to work in hospitality. The graduates 
from this programme work in the café and hone their skills upon release. 
The vegetarian and vegan food, organic wine and ambience were a 
brilliant accompaniment to the important issues discussed throughout 
the evening.

David Elton, Peter Atkinson and Simon Holman

"Individuals are more aware than ever of 
the power they hold to influence business 
and will not buy products that have been 
manufactured in a way that they do not 
agree with."
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Castlefield is a trading name of Castlefield Investment Partners LLP (CIP) and a registered trade mark and 
the property of Castlefield Partners Limited.

CIP is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock 
Exchange. Registered in England & Wales No. OC302833. Registered Office 8th Floor, 111 Piccadilly, M1 2HY. 
Part of the Castlefield employee-owned group. Member of the Employee Ownership Association.

Opinions constitute our judgement as of this date and are subject to change without warning. The officers 
and employees of Castlefield Investment Partners LLP, may have positions in any securities mentioned 
herein. This document shall be governed by and construed in accordance with the law of England and Wales 
and is subject to the exclusive jurisdiction of the English Courts.

The value of investments, and the income from them, can go down as well as up, and you may not recover 
the amount of your original investment. Past performance is not necessarily a guide to future performance. 
Where an investment involves exposure to a foreign currency, changes in rates of exchange may cause 
the value of the investment, and the income from it, to go up or down. In the case of some investments, 
you should be aware that there is no recognised market for them, and that it may therefore be difficult for 
you to deal in them or for you to obtain reliable information about their value or the extent of the risks to 
which they are exposed. Certain investments carry a higher degree of risk than others and are, therefore, 
unsuitable for some investors.

The information in this document is not intended as an offer or solicitation to buy or sell securities or any 
other investment or banking product, nor does it constitute a personal recommendation. RG
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