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PRINCIPLES OF THE UK STEWARDSHIP CODE 2020 

In order to meet our reporting requirements under the recently enhanced UK Stewardship Code, we’re using a tagging system to link 
different aspects of our report back to the underlying principles of the Code. These principles can be seen below and further context 
about the changes made to the Stewardship Code can be found on page 26. 

View it here: The UK Stewardship Code 2020 or go to this address: https://bit.ly/2XN5nY3

PRINCIPLES PAGE TAGS (LINKS)

1
PURPOSE,  
STRATEGY AND 
CULTURE

Signatories’ purpose, investment beliefs, strategy, and 
culture enable stewardship that creates long-term value for 
clients and beneficiaries leading to sustainable benefits for 
the economy, the environment and society.

2
GOVERNANCE, 
RESOURCES AND 
INCENTIVES

Signatories’ governance, resources and incentives support 
stewardship.

3 CONFLICTS Signatories manage conflicts of interest to put the best 
interests of clients and beneficiaries first.

4
PROMOTING  
WELL-FUNCTIONING 
MARKETS

Signatories identify and respond to market-wide and systemic 
risks to promote a well-functioning financial system.

5 REVIEW AND 
ASSURANCE

Signatories review their policies, assure their processes and 
assess the effectiveness of their activities.

6 CLIENT AND 
BENEFICIARY NEEDS

Signatories take account of client and beneficiary needs 
and communicate the activities and outcomes of their 
stewardship and investment to them.

7
STEWARDSHIP, 
INVESTMENT AND ESG 
INTEGRATION

Signatories systematically integrate stewardship and 
investment, including material environmental, social and 
governance issues, and climate change, to fulfil their 
responsibilities.

8
MONITORING 
MANAGERS AND 
SERVICE PROVIDERS

Signatories monitor and hold to account managers and/or 
service providers.

9 ENGAGEMENT Signatories engage with issuers to maintain or enhance the 
value of assets.

10 COLLABORATION Signatories, where necessary, participate in collaborative 
engagement to influence issuers.

11 ESCALATION Signatories, where necessary, escalate stewardship activities 
to influence issuers.

12 EXERCISING RIGHTS 
AND RESPONSIBILITIES

Signatories actively exercise their rights and responsibilities.
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https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-Corrected.pdf


FOREWORD

When putting together our Annual Stewardship Report twelve months ago, 
we could have foreseen neither the situation we find ourselves in now nor the 
measures that companies would be wrestling with. However, perhaps more than 
ever it is vital to encourage, cajole and – where necessary – criticise executive 
management to demonstrate suitable standards of governance. How directors 
respond to these extraordinary circumstances is instructive as to the approach 
and culture they oversee at their companies.

This is our most comprehensive Stewardship Report to date, setting out in detail 
where our focus has been over the past year and citing case studies to show how 
we put our policies into action. We are well aware that our stance currently places 
us typically in the minority when it comes to voting and we are comfortable with 
that, believing that the system needs to improve and that we want to take a lead 
in doing so. Our voting record is set out in detail, while our website hosts the full 
record of all of our voting activity, resolution by resolution.

Back in the time before the coronavirus pandemic, we reached a major milestone 
in October 2019 with the completion of the transition of our main UK equity 
strategy to our sustainable funds stable. Now known as our B.E.S.T Sustainable 
UK Opportunities Fund, all of our equity funds are now covered by both our 
responsible and our sustainable investment approaches, and what this means in 
practice is also set out herein. 

Our collaborative work continues to increase, and we are always happy to 
partner with other institutions or standalone initiatives to seek change and/or to 
encourage greater transparency. The investment landscape is changing fast – if 
not as frighteningly fast as our climate is – and concerted actions by larger bodies 
can sometimes effect the change where individual voices cannot. 

There will come a time when living with the coronavirus will have faded into the 
background and attention is purely focused on day-to-day challenges, such as 
wildfires, floods, diversity and modern slavery. Each of the companies we invest in, 
or consider investing in, has a role to play in some or all of these areas; that they do 
so in the right way is key to solving these challenges and we will continue to press 
them to demonstrate the highest standards of corporate responsibility. 

Please get in touch if you’d like to work with us to achieve this.

SIMON HOLMAN
Partner, Head of 
Client Investments
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THE B.E.S.T 
SUSTAINABLE 
INVESTMENT 
PROCESS

As long-term investors, the incorporation of ESG and sustainability analysis is integral to our research on all asset classes. There are 
many issues that may be considered by some to be non-financial, but it is our view that over many years, these factors, such as good 
governance and a company’s reputation or social licence to operate, will result in better outcomes for those businesses and investors.

Our screening policy was developed with the views of our investors in mind. Having direct relationships with our clients and those of 
our sister business, Castlefield Advisory Partners, means that we have been able to take into account the common views and topics of 
concern across our client base when developing our policies.

An integral part of how we invest money involves taking a 
view on environmental, social and governance (ESG) criteria. 
We believe that our approach to ESG criteria is one of our key 
strengths, as they are embedded in our investment process. Our 
premise is that investment returns will be improved by looking 
beyond traditional, strictly financial criteria. We believe that 
companies whose management teams are attuned to business 
risks, in areas such as the environment or the treatment of their 
workforce, are more likely to avoid major problems which could 
impair investment returns. 

With this in mind, we’ve developed a proprietary investment 
selection system to assess the merits of competing investment 
choices. It’s used across and within asset classes and 
provides a consistent framework for assessing all investment 
opportunities. It’s not a filter or screen, but a responsible 
investment process which incorporates four main criteria to 
assess both financial and non-financial attributes that we think 
can affect long-term investor returns.

B Business & Financial:
What kind of returns or performance target does the 
investment aim to achieve?

E Environmental & Ecological:
What is our assessment of any claims made on an 
environmental theme?

S Social:
Does the investment aim/claim to have a positive social 
influence and if so, how?

T Transparency & Governance:
Are the aims observable and/or measurable? 
Can we understand how it's supposed to generate the 
expected returns?

Initial idea 
generation takes 
places through 
channels such 

as fundamental 
screening and 

company meetings.

For our B.E.S.T 
Sustainable Funds, 
the company, fund 

or issuer would 
then be assessed 

against our 
Screening Policy.

The full B.E.S.T 
analysis is then 

completed.

All investment 
ideas are discussed 
by the investment 

team before a 
decision is made. 

Once invested, 
all assets are 

subject to ongoing 
monitoring and 
our stewardship 
and engagement 

processes.
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POSITIVE THEMES 

While we believe that negative screening plays an 
important role in ensuring clarity for investors and 
consistency throughout our investment process, 
identifying an investment’s positive characteristics 
are also an integral part of how Castlefield approach 
sustainability. The following themes provide the 
framework for assessing the positive credentials of 
any individual investment:

 ▪ Environmental Management 

 ▪ Resource Efficiency

 ▪ Employee Ownership & Responsible 
Business

 ▪ Health & Wellbeing

 ▪ Education

 ▪ Sustainable Infrastructure

SCREENING POLICY

This B.E.S.T process is supplemented by our B.E.S.T Sustainable 
Screening Policy. The policy sets out the type of investments that 
are not suitable for the B.E.S.T Sustainable fund range. We will not 
invest in any company or issuer that derives more than 10% of 
revenue or operating profit (whichever percentage is the higher) 
from the industries, products and activities listed below:

a) The manufacture and distribution of weapons and 
weapons systems

b) Nuclear military

c) Nuclear power generation

d) Infant formula where the retail or manufacture 
contravenes international guidelines

e) The extraction, mining, processing and production of 
carbon emitting fossil fuels

f) Breeding, rearing or trapping of animals for fur and the 
retailing of fur products

g) Animal testing for cosmetic purposes

h) The manufacture and retailing of alcohol

i) Gambling, including casinos and betting, gaming machine 
operators and lotteries

j) Production, distribution and retailing of pornography

k) Manufacture and retailing of tobacco-related products

l) Consumer credit companies offering egregiously high 
interest rate loans and home-collected credit

m) Mining

Our Castlefield Screening Policy applies to our directly invested 
B.E.S.T Sustainable Fund range. With regard to the Castlefield 
B.E.S.T Sustainable Portfolio fund range, any asset held directly 
will be subject to the policy. In the case of third-party funds, we 
assess the team and manager’s willingness and ability to address 
ESG and Sustainability concerns. While their screening policies 
and investment process may differ from our own, we look for 
funds where we believe these principles are an integral part of the 
process and where the fund house has a track record of considering 
sustainable and responsible investment.
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ENGAGEMENT: 
A YEAR IN 
REVIEW

 Multiple ESG Topics

 Social

 Environmental

 Governance

Investing clients’ money is a multifaceted activity. Part of the 
process of stewardship is the engagement with company officers, 
be it the CEO, finance director or department tasked with investor 
relations. Regular contact with our investee companies allows us 
to gauge a better understanding of how the financial results are 
articulated by our contacts, with whom we seek to maintain regular 
and meaningful communication. 

Part of our engagement duty is to influence change. We vote 
actively on all agenda items for AGMs and EGMs of our companies, 
but individual votes are often unheard or crowded out by bigger 
shareholders with a different agenda of capital allocation. We 
cultivate relationships with company management to maintain an 
open channel of communication, allowing us to advocate change 
on environmental, social and governance issues. Our ability to 
measure and record specific areas of focus informs target points 
for us to explore and develop. We see this decade as the detailing 
of the S of the ESG triptych. Over the past two decades ESG has 
been focused on easily measurable points such as carbon footprint 
and renewable energy in the E and board diversity and oversight in 
the G. The S sits in an area harder to measure - social performance 
is by its nature more complex to analyse. Excessive pay is one area 
where we have been very active in voting; we have also been asked 
to provide advice to companies who are looking to develop their 
strategies on the social performance side of their responsibilities. 

"Of the 328 engagements we undertook in 
the last 12 months, 176 took place in 2020 
to date."

As part of our efforts to improve our reporting to clients, 
from the beginning of 2020, we put in place a framework to 
record our engagements in more detail. This has allowed us to 
breakdown engagements into different focus areas. Of the 327 
engagements we undertook in the last twelve months, 176 took 
place in 2020 to date. 

Total Engagements 176
Engagements with ESG Content 120

Environmental 30

Social 31

Governance 25

Multiple ESG Topics 35

Substantive Engagements 59

Focus: Environmental 5

Focus: Social 13

Focus: Governance 20

Focus: Multiple ESG Topics 21

Other Projects

Collaborative Engagements 23

Other Castlefield Projects (incl. 130 
company COVID Survey)

144

RORY 
HAMMERSON Source: CIP 01/01/2020 - 30/06/2020
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COVID-19 and the ensuing lockdown presented a unique set of 
challenges for everyone, not least companies. Under such difficult 
circumstances, we wanted to ask the companies we invest in how 
they were dealing with the crisis while still, we hoped, maintaining 
their focus on environmental, social and governance and 
sustainability factors. We believe well-run, socially responsible 
companies will be the long-term winners in any market, and our 
investment philosophy is based around this belief. The sad fact is 
that this crisis presented us with a unique opportunity to examine 
the corporate behaviour of the companies we own, far beyond our 
usual engagement with them; were they, under extreme duress, 
‘walking the walk’ or just ‘talking the talk?’ 

To find out, we contacted over 130 companies whose shares we 
hold across our Castlefield B.E.S.T Sustainable Funds, asking them 
to complete a survey. Our questions covered some of the social 
challenges of managing a business in a crisis, such as furloughing 
staff and dealing with suppliers plus aspects of financial resilience like 
conserving cash. When the survey closed on June 19th, we had 52 
completed replies – a response rate of 40%. We also received over 
280 individual comments covering a broad range of themes. 

In such a fast-moving situation, the survey is very much a snapshot 
in time; what a company said in mid-to-late April, while the full 
implications of lockdown were still unfolding, might differ from 
what they would say today when a ‘new normal’ has emerged. 

1. Castlefield Covid 19 survey

We have produced a separate report detailing the findings of the 
survey and, based on the responses we had, this is what the future 
of business looks like; 

 ▪ More flexible working arrangements

 ▪ Smaller offices (especially head offices)

 ▪ More working from home 

 ▪ Less domestic and international business travel

 ▪ More video conferencing, fewer face-to-face meetings

We were also pleased to note that, amongst ‘our’ companies, 
financial commitments to ESG and sustainability won’t change 
(75% of respondents) or will even increase (12%).1 

At this stage, it is encouraging to note that the businesses we 
invest in, well-run, sustainable businesses, are dealing with the 
present situation well, indeed some are weathering the storm in 
exemplary fashion.

Looking to the future, we plan to follow up with our survey 
respondents later in the year to see how they confront the evolution 
of the crisis and, we hope by then, how they are recovering from it. 

COVID-19 
SURVEY

DAVID
GORMAN
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POSITIVE 
THEME 
EXAMPLE 
HOLDINGS

Sustainable 
Infrastructure

GREENCOAT UK WIND

Greencoat UK Wind invests in both onshore and offshore UK wind 
farms. We have invested in the company since its listing on the 
London market and it provides a clear benefit to the environment 
by its contribution to renewable energy generation. Increasing the 
share of wind energy continues to play a meaningful role in reducing 
the level of carbon emissions from thermal power generation.

NATIONAL GRID

National Grid owns and operates energy transmission networks in 
the UK and US. It plays a key role in enabling low carbon energy 
sources to connect to the main grid. As well as setting highly 
ambitious carbon reduction targets, the company has been quick 
to identify how a changing climate will affect its infrastructure. It 
is now in the process of making its business more climate resilient.

Environmental 
Mangement

Education

RELX

RELX has historically specialised in the publication and distribution 
of scientific journals to academic and research institutions. The 
company is now a global provider of information and data within 
its four specialist areas: scientific, technical & medical; legal; risk & 
business analytics and exhibitions. RELX has a presence in c. 180 
countries and employs over 33,000 people.1

1.  www.relx.com/our-business/our-business-overview

www.relx.com/our-business/our-business-overview
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Health & Wellbeing

ACCELL

Accell is a Dutch company that sells over one million bikes per 
year and is the market leader in e-bikes. Bicycles and e-bikes are 
increasingly seen as an important solution to urban congestion, 
promoting greater safety, lower carbon and sustainable tourism as 
well as contributing to healthier lifestyles, with e-bikes being used 
as a way to tackle obesity.

Employee Ownership & 
Responsible Business

MATTIOLI WOODS

Mattioli Woods is a leading provider of pensions and wealth 
management services for controlling directors, professional 
people, owner-managed businesses and small-to-medium-
sized PLCs. The company has large employee shareholdings and 
management have been decisive in their response to Covid-19, 
with the CEO opting to take a 100% salary cut and other directors 
taking a cut of 50%.2

2.  https://www.ftadviser.com/companies/2020/04/22/ian-mattioli-why-i-took-a-pay-cut/

Resource Efficiency

INSPIRED ENERGY

Inspired Energy has grown to become one of the largest energy 
consultancy businesses in the UK. As well as saving its business 
customers money on utility supply contracts, Inspired can also 
help businesses to achieve their sustainability goals by identifying 
opportunities to reduce energy, switch to renewable sources, or 
even utilise self-generation.

https://www.ftadviser.com/companies/2020/04/22/ian-mattioli-why-i-took-a-pay-cut/
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At Castlefield, we are proud to be members of the Farm Animal 
Investment Risk and Reward (FAIRR) collaborative investor network. 
The initiative raises awareness amongst investors and company 
management teams of the many ESG risks associated with animal 
agriculture. The work conducted by FAIRR helps us in quantifying 
these risks as part of our investment process and as members, we are 
able to support FAIRR in showing companies that investors do care 
about these issues and see an urgent need to address them. 

The most recent project we have been involved in has been FAIRR’s 
engagement on Sustainable Proteins, which has been encouraging 
food retailers to diversify their sources of protein. As investors, we 
see an over-reliance on animal-based protein as a risk. Alternative 
protein sources are rapidly growing in popularity and we want to 
see our investee companies taking advantage of the opportunities 
presented in this space to not only drive growth but also as a means 
to reduce their environmental impact.

COLLABORATIVE 
ENGAGEMENT:
FAIRR

As part of this engagement project, we were asked to lead an investor 
call with Morrisons to assess how these sustainability issues are being 
incorporated into their existing targets. We had a productive call with 
members of their Sustainable Sourcing team where Morrisons were 
able to clarify some of their existing targets and initiatives, such as a 
commitment to net zero agricultural emissions by 2030. It is clear that 
Morrisons take their responsibilities towards sustainability seriously. 
However, as a supermarket with a more traditional customer base, 
the company has some way to go in increasing the proportion of non-
animal based products in their range.

“Castlefield joined FAIRR in November 2018, and since 
then have been an active and supportive member of 
our network. As a key participant in our Sustainable 
Proteins engagement they have helped call on  food 
companies such as Morrisons to diversify their protein 
sources. Castlefield were also a key participant in 
FAIRR's antibiotics engagement, which asks global food 
companies to limit antibiotic use in their supply chains. 
An awareness of ESG risks and opportunities is at the 
very core of Castlefield’s organisation. They are alert to 
the urgent need for a systemic transformation within 
the global food system, as well as their responsibility 
as stewards of capital to use their influence to make 
that change happen."

FAIRR

AMELIA
OVERD
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COLLABORATIVE 
ENGAGEMENT:
30% CLUB

In 2019, Castlefield became a signatory to the 30% Club. The 30% Club Investor Group is a collaborative 
engagement effort comprised of Asset Managers, Owners and Charities with the aim of engaging with 
FTSE 350 companies on the topic of gender diversity. The global aim of the 30% Club is to reach at 
least 30% female representation on all boards in C-suites around the world. Another key part of the 
30% Club is trying to influence public policy, engaging on regulation and on the Stewardship Code 
through communication with the Financial Reporting Council. Importantly, the key to this collaboration is 
engagement, not quotas, despite the name ‘30% Club’.

In our September report we highlighted that in the past a key engagement topic has been targeted at all 
male boards and strides had been made in that area with now just two all-male boards in the FTSE 350, 
compared to 151 in 2010.1 However, in the UK, this has largely been achieved by appointing female Non-
Executive director roles and thus, there is still further to go at the Executive level (i.e. the role of Chief 
Executive Officer and Chief Financial Officer). For 2020, this was a key topic of engagement. 

Castlefield has played its part by helping to draft letters to the Chairperson of ‘One and Done’ boards (i.e. 
a board with a single token female appointed) as identified by the recent Hampton Alexander review. 
In 2018, the government-backed Review identified 74 companies with only one woman on their board. 
However, through shareholder focus and company progress this reduced to 39 in 2019. Furthermore, 
there were 28 companies that were identified in the Hampton Alexander 2019 report as having only one 
woman on the board for two consecutive years.2 

Companies with ‘One & Done’ boards are seen as lagging behind their peers and have been acknowledged 
as appearing tokenistic. Furthermore, having just one woman for two years running seems to suggest 
little has been done to improve diversity at board level and questions the commitment from the company 
to reach the 30% target. We therefore wrote to these companies to outline our views on why diverse 
and inclusive workplaces provide companies with better insights into their customers and market 
opportunities, allow businesses to make better decisions, perform better financially and better serve 
their communities. 

1. https://30percentclub.org/about/chapters/united-kingdom (BoardEx as at 01/06/2020)
2. https://ftsewomenleaders.com/wp-content/uploads/2019/11/HA-Review-Report-2019.pdf

https://30percentclub.org/about/chapters/united-kingdom
https://ftsewomenleaders.com/wp-content/uploads/2019/11/HA-Review-Report-2019.pdf
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REVERSE 
CONSULTANCY

ITA
MCMAHON

Normally, when we meet with a company’s management team we’re in listening mode. They’re the ones doing most of the talking - giving 
trading updates, highlighting recent developments or explaining future plans. Even when we’re engaging on social and environmental 
issues, we ask questions and provide context for our concerns but, by and large, we’re waiting to hear what the company has to say. 

That is changing. Over the past year, we’ve been offering reverse consultancy, where we give companies the opportunity to tap into our 
environmental, social and governance knowledge. It’s their turn to ask the questions. Often, it’s smaller companies that want to do more 
to address their ESG impact but aren’t sure where to focus their efforts. Or firms that are already making progress but want advice on 
next steps. We don’t restrict our advice solely to the companies that we hold in our portfolios; we’re happy to spend time with prospective 
investments too in the name of social and environmental progress. 

BLANCCO TECHNOLOGY

We hold Blancco in our Castlefield B.E.S.T Sustainable UK Smaller 
Companies Fund. The company provides software and other 
solutions that ensure that data is erased securely from computers, 
laptops and mobile phones. Blancco data erasure solutions have 
been tested, certified and approved and by over 15 governing 
bodies and leading organisations around the world. No other data 
erasure software can boast this level of compliance. Rather than 
destroying IT equipment at the end of its useful life, individuals and 
companies can use Blancco solutions to erase their machines with 
confidence. This means that IT assets can be recycled, thereby 
extending a product’s usability and diverting it from landfill. 

We were approached by the Chief Financial Officer (CFO) at 
Blancco earlier in the year. The company recognises the significant 
environmental benefits of its services but wanted to get a steer on 
measuring the carbon footprint of its own operations. We spent 
some time outlining the process, the kinds of standards that are 
used and the support that’s available to companies measuring 
their carbon footprint for the first time. It was a productive call 
and we were glad that the CFO of a listed company recognised 
the importance of carbon measurement and found the time to 
instigate the conversation with us. We hope it is the start of an 
ongoing conversation. 

GORE STREET ENERGY STORAGE FUND

Gore Street Energy Storage Fund invests in a range of energy storage 
projects located mainly in the UK. Energy storage is crucial to the 
renewable energy sector: solar and wind power generation can be 
intermittent so storage is key to matching supply and demand. 

Gore Street contacted us to seek our views on how they can 
improve the reporting of their fund and its impacts, particularly to 
investors. We encouraged them to undertake some analysis of the 
batteries used in the storage process, from the initial sourcing of 
raw materials to make the batteries through to the disposal of the 
battery at the end of its useful life. We also discussed the merits 
of regular reporting as well as improved disclosure on corporate 
governance, social impact and the company’s environmental 
footprint. Again it was another constructive call and we look 
forward to seeing the output from it in due course.
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ITA
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ORPEA GROUP

An ageing population creates many different challenges for modern 
society, above all the provision of appropriate care for people as 
they reach an age where self-sufficiency is no longer practical or 
advisable. The nature of this care is becoming more complex with 
age related illnesses such as dementia and injury recovery. 

Orpea Group is a holding in our Castlefield B.E.S.T Sustainable 
European Fund. Orpea is the European leader in dependency, long-
and medium-term physical and psychiatric care. The company 
offers long-term care facilities (nursing homes), post-operation, 
acute and rehabilitation clinics, psychiatric care clinics, and home care. 

We met with the company in mid-April to speak with them about 
how they were being impacted by the coronavirus crisis. Our 
investment case for the company is predicated on strong and 
well-disciplined management, with Orpea having a reputation 
for observing exact protocols, and so we were confident that the 
company had the ability to handle the crisis better than most. 
These assumptions were proved correct during the meeting, with 
Orpea faring well and having prepared early. Amazingly, the Chief 
Operating Officer was criticised of panicking at the outset of the 
crisis as he decided to spend EUR 5m on PPE.

Protective measures with full PPE have been in place since the 
start of the crisis and visits were banned five days before President 
Macron announced lockdown across France. All new patients and 
residents were being quarantined for 14 days before being allowed 
into the home. In addition, all facilities have plenty of PPE, and 
Orpea runs a software programme to identify where there are 
gaps in supply and where excess inventory sits in order to match 
the balance. There has been a great benefit from having a market 
presence in China where the virus first appeared. Protocols were 
robustly tested and where there has been a marked deceleration 
in cases. There are still admissions to homes in some places though 
they have been banned in Bavaria and Lower Saxony, where an 
extremely cautious stance has been adopted. 

ENGAGEMENT 
CASE STUDY

Orpea tell us that this is an industry with a high rate of absenteeism 
of 8-10%. Incredibly, this rate has not increased during the crisis. 
Staff are very engaged and extremely positive. Orpea is confident 
that it is giving the correct amount of security to staff so that they 
feel safe, and this has been the case from the start of the crisis. 

One other interesting point is that Orpea provide psychological 
counselling for staff and has a team of 30-40 psychologists at 
the disposal of employees. This sort of culture promotes strong 
loyalties during the toughest of times. 

In the world of Covid-19, much criticism is aimed at organisations 
and at government agency that fails to deliver cogent 
frameworks of control. Orpea’s stringent discipline processes 
give us confidence in their mission statement. Proactive 
leadership is anticipating changes in care methods in order to 
meet the challenges of tomorrow.
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XP POWER AND EXECUTIVE PAY

XP Power manufactures and distributes power-converter 
components for the healthcare, semi-conductors, industrial and 
technology sectors. In terms of its sustainability credentials, the 
company has a range of ‘XP Green Power’ products which achieve 
efficiency rates of 95%, whereas standard products in the market 
only achieve closer to 80% (with the other 20% typically lost as 
heat). These high efficiency products result in energy savings that 
directly translate into lower electricity bills and a smaller carbon 
footprint for customers.

We voted against resolutions on executive pay at the XP Power 
AGM in April. The company proposed salary increases for the 
CEO and CFO. Plus, they planned to raise the earning potential 
of their annual bonus and long-term incentive payments. This 
would result in top executives receiving much higher pay-outs 
than in the past for meeting performance targets. Furthermore, 
the introduction of a third incentive scheme, to award executives 
15% of salary in shares with no performance conditions attached, 
seemed to be gilding the lily. We weren’t the only investor to raise 
an eyebrow: the proposal received a 21% vote against.

To their credit, both the management and the board of directors 
have been quick to respond. In a recent call the chairperson of the 
remuneration committee outlined the rationale for the changes. 
She cited the need to pay more to attract individuals at executive 
levels and pointed to the historic pay awards of the CEO, which had 
been much lower than his peer group. In addition, the structure of 
the previous bonus scheme was not a good fit with the cyclical 
nature of the business. 

In many ways, prior to the changes XP Power was a model for the 
kind of remuneration we’d like all companies to adopt: much lower 
amounts being paid to the executive and variable pay awards that 
incentivise performance without being egregious. XP Power also 
had a good track record in having a low CEO-to-median-pay 
ratio: its CEO was paid 13 times more than the average worker,3 
much lower than many of its peers.4 It’s lamentable that the 
remuneration committee has decided that these arrangements 
need to change to remain competitive on executive recruitment, 
particularly as the company grows. Nevertheless, we are pleased 
that we were able to have a good conversation with company 
directors and were able to convey our views. 

We also voted against the reappointment of the auditor, which 
has been in place for 13 years. Although the audit partner (the 
individual overseeing the audit) has changed during that period, 
we expect companies to follow best practice guidance which is 
to switch auditors every 10 years. We have learned that plans 
are underway at XP Power to re-tender for the auditor in 2021, 
Covid-19 disruption permitting. This is a step in the right direction.

"We weren’t the only investor to raise an 
eyebrow: the proposal received a 21% 
vote against."

3. Page 2: https://www.xppowerplc.com/docs/librariesprovider51/default-document-library/financial/addendum-
to-the-remuneration-report.pdf

4. XP Power is a FTSE250 company so it’s not directly comparable but the Equality Trust states that “Over two thirds 
(67%) of FTSE 100 CEOs are paid more than 100 times the average UK salary”. Source: https://www.equalitytrust.
org.uk/taxonomy/term/136#:~:text=Our%20brand%20new%20Pay%20Tracker,earning%20the%20National%20
Living%20Wage. 

https://www.xppowerplc.com/docs/librariesprovider51/default-document-library/financial/addendum-to-the-remuneration-report.pdf
https://www.xppowerplc.com/docs/librariesprovider51/default-document-library/financial/addendum-to-the-remuneration-report.pdf
https://www.equalitytrust.org.uk/taxonomy/term/136#:~:text=Our%20brand%20new%20Pay%20Tracker,earning
https://www.equalitytrust.org.uk/taxonomy/term/136#:~:text=Our%20brand%20new%20Pay%20Tracker,earning
https://www.equalitytrust.org.uk/taxonomy/term/136#:~:text=Our%20brand%20new%20Pay%20Tracker,earning
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RETAIL CHARITY BOND—ALNWICK GARDEN TRUST

During the last quarter, we had a call with the CEO of the Alnwick Garden Trust about a new Retail 
Charity Bond (RCB) issue. 

The Alnwick Garden Trust was first established in 2001 and is a registered charity. Spanning 67 acres, 
it is one of the North East’s top tourist attractions and was originally conceived by the current Duchess 
of Northumberland. Paid admissions and tours of the garden, outdoor events and food/retail outlets 
all help to support the charitable objectives of the Trust, which focus on social outreach and support of 
isolated or underprivileged communities within the North East of England. 

The garden is leased from the Estate of Northumberland and, since opening, it has been developed in 
distinct phases at a cost of around £33m, with recent work including the completion of a large water 
cascade. The funds raised from this bond issue will help pay for the development of the third substantial 
phase of the project which will involve the construction of outdoor play areas and an all-weather 
sheltered attraction with year-round appeal. 

The Trust runs several social support and outreach programmes, including:

 ▪ “Elderberries” - supporting over 1,000 over-55s annually across four programmes using ‘5 Steps to 
Mental Wellbeing’ as a measure of effectiveness.

 ▪ “Blooming Well” - targeted at older people living with dementia and their carers.

 ▪ “Being Healthy” - promoting healthy, active lifestyles.

 ▪ “The Gentleman’s Garden” - works with elderly men, who each adopt and tend a small plot 
throughout the growing season.

Employment initiatives include its “Grow into Work” programme, which supports young people in their 
transition into work. The project also supports ex-military personnel and the programme has achieved 
an 80% success rate in beneficiaries achieving positive outcomes by either moving into employment, 
going into further training or volunteering. Moreover, the “Roots and Shoots” and “Young Gardeners” 
programmes work with 20 local schools each year to enable children to learn more about growing food 
and generally enjoying the outdoors. Sadly, the North East has the highest number of drugs-related 
deaths in the country so the Trust’s Drugs Education programme works with schools, youth groups, 
children in care and other charities to tackle this problem and it has supported 509 children to date. 

We feel the bond offers an attractive financial return to investors while helping to support numerous 
extremely positive social initiatives. Following our call, and a full B.E.S.T analysis, the positive attributes 
of the bond from a business and ESG perspective led us to take a position within the Castlefield B.E.S.T 
Sustainable Portfolio Growth Fund and the Castlefield Real Return Fund.

Source: https://www.alnwickgarden.com/wp-content/uploads/2020/03/AGT_Prospectus.pdf

MARK
ELLIOTT
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VOTING 
ACTIVITY
Q2 2020

As investors, it is our responsibility to the companies that we hold 
to vote on issues such as executive pay, director nominations and 
political donations. We aim to vote on all the stocks held in the 
collective funds we manage. We consider each resolution carefully 
and often engage with companies where we disagree with their 
approach. We have an in-house set of voting guidelines that we 
update annually. The guidelines ensure that we vote consistently 
across all our fund holdings.

"During the quarter, we voted at 89 
meetings hosted by our investee companies, 
with a total of 1,409 resolutions."

 

This is our busiest quarter of the year for voting as ‘voting season’ 
in the UK takes place from approximately April to July. These 
meetings typically represent just under half of all the voting 
activity for the year.

RESOLUTIONS

 Votes For      Votes Against      Votes Abstained

74.1%

22.9%

3.1%

Resolutions during the quarter by category and how frequently we voted against or abstained:

1. REMUNERATION We vote against excessive pay awards and awards that are not attached to sufficiently stretching 
performance targets. Particularly in light of the impact of coronavirus, we believe it is important that 
executive pay is reflective of the experiences and outcomes of all stakeholders.

2. DIRECTOR INDEPENDENCE 
& EFFECTIVENESS

Non-Executive Directors (NEDs) who sit on the boards of listed companies should be independent in 
order to be effective. The UK Corporate Governance Code sets limits on tenure which we apply across 
all geographies as a factor to determine independence. We have also long taken the view that directors 
should not hold a lot of other external positions. This is because, at a time of crisis, we expect directors to 
have enough additional time to dedicate to the company and the issues that it is facing. 

3. SHAREHOLDER RIGHTS This topic includes votes on issues such as share placings that a company might undertake to raise 
capital, as well as requests a company might make to repurchase its own shares. These requests have 
the potential to be detrimental to existing shareholders. One topic which falls under this heading we will 
always vote against is the request to holding meetings with 14 days’ notice, as we do not believe this is 
sufficient time for shareholders to prepare to exercise their voting rights.
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 Votes Against or Abstentions      Resolutions     

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 Auditor independence 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.

6. ROUTINE/BUSINESS: We have chosen to split this category out from shareholder rights where they would previously 
been accounted for. Items in the category include resolutions that are often uncontentious, such as 
accepting a company’s Financial Report & Accounts for the previous year. It also includes resolutions 
to approve dividends.

7. OTHER This category may include certain resolutions proposed by shareholders and votes on topics such 
as Environmental, Social or Governance (ESG) issues and reporting. For example, this quarter Banco 
Santander’s AGM included the option to vote on their Corporate Social Responsibility Report.

Other

Political 
Donations

Audit

Directors

Routine/
Business

Shareholder
Rights

Remuneration

0
1

18

46
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1

2

3

Voted For

Voted Against

Abstained

57%

34%

9%

KEY TOPICS DURING Q2:

OVERBOARDING: 

This has been a topic we take a strong stance on when voting at company meetings, and the current 
circumstances only stand to strengthen our case when speaking to company directors. We believe that 
non-executive directors should not hold numerous positions as this may impede their ability to devote 
sufficient time to each of their appointments, particularly in times of crisis. With the coronavirus crisis 
unfolding quickly, many companies will be holding meetings at short notice and we think directors 
should all have capacity to attend ad-hoc meetings unless there are extenuating circumstances. 
Having multiple directorships may result in competing demands at critical times when a director’s 
responsibilities are most acute, to the detriment of those firms and their stakeholders. Typically, we vote 
against non-executive directors that hold more than three NED roles, or a chairperson who holds more 
than two chairperson roles.

DIVIDENDS AND SHARE BUYBACKS

Resolutions approving a company’s proposed dividend payment to shareholders or providing authority 
for the company to repurchase its own shares as a way of returning value to shareholders would usually 
be seen an uncontentious request on a ballot. 

However, in light of the coronavirus pandemic, we have been paying close attention to these resolutions. 
Where companies have accessed any form of government support, we feel that cash being returned to 
shareholders, whether this be by way of share repurchases or dividends, may be inappropriate and the 
risk of reputational damage and media criticism is not insignificant. Where we are aware that a company 
we have invested in is proposing a dividend and has been the recipient of any government support, such 
as furloughing staff, we have been voting against these requests. We have been glad to see that these 
cases are relatively few, nonetheless we feel it is important to send a strong message. We have also been 
voting against or abstaining on dividends and buybacks where we feel the company would be better 
placed to retain cash within the business. 

VOTING ACTIVITY ON DIVIDENDS AND BUYBACKS
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ANNUAL REVIEW

Between the 1st July 2019 and the 30th June 2020, our investee 
companies hosted 183 meetings at which we were eligible to 
vote. We registered votes at 181 of these meetings, totalling 2,439 
resolutions. The chart below shows these resolutions broken 
down by category and how frequently we voted against or 
abstained on each topic.

Other Political 
Donations

Audit Directors Routine/
Business

Shareholder
Rights

Remuneration

0    2 30 30
93

247
152

904

50
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134

279

0
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 Votes For    

 Votes Against     

 Votes Abstained

20.7%

3.0%

76.3%

 Votes Against or Abstentions      Resolutions     

Over the past year, we voted against every resolution requesting 
political donations, and have a high proportion of votes against 
or abstentions on votes relating to remuneration and the audit 
process. We see these statistics as reflective of the strong stances 
that we take on these issues in our voting policy.

Auditor independence has been a focus for our Stewardship 
Committee, and changes made last year to reduce the limit on 
non-audit fees from 50% to 0% where compelling rationale is not 
provided are now feeding through into a full year’s worth of data. 

Quality of auditor oversight has been particularly prominent in 
the public eye, with the Big Four auditors under scrutiny. At least 
one of the Big Four auditors has since announced its intentions to 
drop non-audit services for its FTSE 350 clients which we see as 
a positive and responsible step. We see this as a real issue for risk 
management and intend to continue voting against companies 
who continue to incur non-audit fees with their auditor.

VOTING RELATED TO THE AUDIT PROCESS

 Votes For     

 Votes Against    

 Votes Abstained

62%

36%

2%
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PROXY VOTING SERVICE PROVIDERS

At Castlefield, we use the Institutional Shareholder Services (ISS) platform to implement votes for our fund range and have access to 
their research and recommendations, but our own policy takes precedence. The charts below demonstrate the difference between 
ISS voting recommendations, company management recommendations and our own voting history. The votes cast on Castlefield 
Investment Partners ballots during the reporting period are aligned with management recommendations in 76% of cases, while the 
ISS Benchmark Policy recommendations are at 94% alignment with management recommendations. As you can see, we vote against 
management far more frequently than ISS recommend and disagree with ISS’s recommendations on 22% of resolutions. Castlefield are 
active investors and this extends beyond stock selection and into active stewardship processes.

Our full voting history for the year is available on the Castlefield website.

 With ISS      Against ISS

22%

78%

Votes Cast

ISS Policy 
Recommendations

0% 25% 50% 75% 100%

SHAREHOLDER RESOLUTIONS 

We voted on three shareholder resolutions during the year, each time voting against management. One example was a resolution 
at the AGM of HSBC in April. A resolution sought to ban HSBC from deducting the state pension from the contributions it 
makes for its employees, which has affected over 50,000 employees who joined the Midland Bank, and then HSBC, between 
1975 and 1996. Unite joined campaigners in calling for an end to this practice, which they believe disproportionately impacts 
lower earners. We voted in favour of the resolution while management recommended a vote against. Unfortunately, we 
were in the minority, with just 4% of shareholders supporting those campaigning for the change. We have since sold our 
shareholding in the company, and while this was not the deciding factor, it was one of many ESG concerns that made us 
reassess our investment case. We will be providing further information on examples of divestment in future reports.

The two exceptions to our policy to vote at all meetings were meetings for Akka Technologies, both hosted on the 16th June 
2020. Having submitted our votes and confirmed these instructions with our custodian, we were subsequently made aware 
following the meeting date that the votes had not been accepted due an issue at the sub-custodian level, meaning our votes, 
despite being submitted in good time, could not be processed.

20
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CASTLEFIELD'S 
EXTERNAL 
ADVISORY 
COMMITTEE

Working with our clients is an important part of our process at 
Castlefield. We welcome a collaborative approach and want to 
ensure that our values continue to be aligned with those of the 
clients that we represent.

With that in mind, we set up our External Advisory Committee in 
2018, which is designed to provide impartial oversight on how we 
incorporate environmental, social and governance issues into our 
investment decision-making within our B.E.S.T Sustainable fund 
range. The committee also oversees our voting policy and the 
engagement that we carry out with companies on ESG issues.

The committee currently consists of four members and we’re 
pleased to have a mix of clients and ESG experts on the committee.

We hope that having the Committee in place sends a strong signal 
to our clients that we’re not just paying lip-service to thoughtful 
investing, we’re willing to have external experts and clients 
examine our approach and offer guidance.

While having an External Advisory Committee is not unique to 
Castlefield, we believe that the inclusion of client representatives 
is a true differentiator and allows us to keep the focus on the 
reason we are investing in and engaging with companies – to 
deliver returns, both financial and non-financial, for our clients 
and to be active stewards on their behalf.

In order to provide transparency, we publish a summary of 
the minutes of each meeting on our website to allow investors 
to see the content of the discussions and the Committee’s 
recommendations.

The Committee’s input has been valuable in shaping our thinking 
on initiatives such as the UN Sustainable Development Goals and 
the Access to Medicines Index, as well as ESG topics like single use 
plastics and data security.

COMMITTEE MEMBERS

MATTHEW AYRES 
Ethical Screening

KEVIN DAVIES 
Evangelical Fellowship of  
Congregational Churches

REBECCA O’CONNOR 
Personal Finance Specialist at Royal London  
and founder of Good-with-money.com

GEOFF SIDES 
United Reformed Church North West Synod
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“In an increasingly complex, financial, environmental and ethical world it is encouraging to 
see an investment company taking its responsibilities seriously. Castlefield encourages and 
enables the External Advisory Committee to grapple with often conflicting interests and 
provide considered guidance in relation to a wide range of investment scenarios.”

Kevin Davies, External Advisory Committee Chairperson

DISCUSSION TOPIC: PLASTICS

The Blue Planet 2 series in 2017 alerted millions of viewers 
to the damage that plastics are causing our natural 
ecosystems. The proliferation of plastic is a by-product of 
modern consumerism and unfortunately the durability of 
the material means that much of the plastic that has ever 
been produced is still in existence.

It was a topic that we discussed with our External 
Advisory Committee during the last year and we have 
compiled some of the findings from our research in a 
report which is available on our website. 

In this report we explore some of the industries most 
affected and consider the trade-offs involved as the 
world seeks to move away from single-use plastics. We 
also outline what the companies we invest in are doing 
to address the problem and our role as investors in 
influencing positive change.

View it here: Thematic Report: Single-use Plastics

https://www.castlefield.com/news-media/blog/thematic-report-single-use-plastics/
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ABOUT 
CASTLEFIELD: 
THE PEOPLE 
BEHIND THE 
FUND RANGE

Castlefield is a family of businesses offering investment and 
wealth management services.

OUR CLIENTS

Managing investments for charities has always been a major 
focus for us and we have over 60 charity clients. The portfolios of 
our individual clients range from c. £250,000 to over £10m, while 
most of our charity accounts lie in the £1m to £5m range. Our 
clients are investors who wish to invest their money for a good 
return, but without compromising their personal or corporate 
beliefs. We know that Castlefield is not a household name, but 
we are happy to be known by the clients we act for and the role 
we perform for each of them. Much of our new business comes 
from personal recommendation.

OUR STRUCTURE

Our structure sets us apart from many of our peers:

 ▪ We’re employee-owned: every individual owns shares 
in the business – through a direct holding or collectively 
via our Employee Share Ownership Trust. Most employees 
participate in our Share Incentive Plan (SIP), which means 
that they hold shares in the business.

 ▪ We’re part-owned by a charity: Burden’s Charitable 
Foundation has a 27% stake in the Castlefield business.

OUR PURPOSE

"We gather assets to do good"

OUR VISION

To act as a trusted investment manager and adviser to people 
and organisations who seek to make a world of difference. We 
do this by acting for charities, individuals and other employee-
owned businesses who seek an outcome where business is 
recognised within the context of its environmental, ecological 
and social impacts.

OUR CULTURE 

We’re distinct in other ways too. We all know the caricatures of 
the investment industry: rest assured that things are different at 
Castlefield.

 ▪ Our hiring process assesses candidates for their attitude to 
sustainability and ethics.

 ▪ When we’re looking at personal performance, we appraise 
individuals on how well they uphold our culture and values. 
We know that these attributes are critical to our long-term 
success.

 ▪ We don’t pay outlandish bonuses: everyone receives the same 
employee ownership dividend, irrespective of their seniority. 

 ▪ The company has a good gender balance at all levels of the 
organisation: 50% of line managers are female.

CCreating long term sustainable growth

Ownership -  making                matter

Respect and Responsibility 

Encouraging independence and innovation

!

!

! !

!

!!
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ENVIRONMENT

We’re an office-based business so we don’t have a huge environmental impact, at least not directly. 
Pre-Covid, we’d begun addressing our commuting and business travel emissions by offering discounted 
passes on the Manchester Metrolink tram and by introducing a salary sacrifice scheme for low emission 
vehicles. We also offer carbon literacy training to all co-owners. In addition we use suppliers – for paper, 
ink, pre-prepared lunches and so on – that are eco-friendly. Indirectly, our investments have a much 
larger environmental footprint. We do our utmost to minimise this in a number of ways:

 ▪ Avoiding all direct investment in fossil fuels. 

 ▪ Assessing the environmental impact of any prospective investment.

 ▪ Seeking out investments in sustainable infrastructure, resource efficiency and  
environmental management.

 ▪ Engaging companies on environmental issues to encourage them to do more.

OUR PEOPLE

We’re a team of c. 60 people, based mainly in our Manchester office.

GENDER BALANCE

We have a good gender balance across the organisation. We’re a signatory to the Women in Finance 
Charter, a scheme co-ordinated by HM Treasury to increase female representation at senior levels of 
the financial services industry. Our target is to ensure that 50% of our line managers are women and 
we have already achieved this. We are focusing on the line management function given the important 
role managers play in recruiting and retaining people in the business. We know that flexible working 
is important to many of our co-owners, particularly parents and carers, and before Covid-19 26% of co-
owners were working flexibly. 

About  Cast le f ie ld :  The  peop le  beh ind  the  fund  range     A n n u a l  S tew ardsh ip  Rep o rt   20 19-2020
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TRAINING AND DEVELOPMENT

We place a strong emphasis on training and development and 38% of co-owners sat an assessment 
for an external qualification in the past year. Within the financial services industry, individuals with 
significant responsibilities are required to complete 35 hours of Continuing Professional Development 
(CPD) every year. At Castlefield, we go further and ensure that every co-owner undertakes 35 hours of 
CPD training per annum. 

THE CASTLEFIELD ACADEMY

Over the past year we’ve run 13 in-house training programmes, including sessions on unconscious bias 
and mental health awareness.

LIVING WAGE

We’re an accredited Living Wage employer and have also ensured that our contracted office cleaners 
are also paid the living wage. 

COVID-19

By the time lockdown started at the end of March, most of our co-owners were already working from 
home. We had begun the process some weeks prior, by instigating a rota to reduce the number of people 
in the office. We’re proud of how well our co-owners have adapted to the changes. Our management 
team has been keen to emphasise the importance of mental wellbeing: individuals have access to an 
independent assistance programme for help with difficulties in their personal lives. Where necessary, 
line managers have also helped co-owners find working patterns to suit their lives at this precarious 
time. Given that remote working is running smoothly, we will unwind slowly from lockdown: the safety 
of our co-owners remains of paramount importance.

Castlefield has been listed as one of the Best Financial Advisors 
to work for in 2020 by Professional Advisor



26

   A n n u a l  S tew ardsh ip  Rep o rt   20 19-2020

CHANGES 
TO THE UK 
STEWARDSHIP 
CODE

The Financial Reporting Council’s (FRC) Stewardship Code was first published in 2010. The introduction 
of the Code at that time was aimed to ‘enhance the quality of engagement between institutional 
investors and companies to help improve long-term returns to shareholders and the efficient exercise 
of governance responsibilities.5 Since its introduction the Code has seen one minor revision in 2012. 
However, in 2019, the FRC set out to conduct a consultation with investors for a more substantial revision. 
110 responses were received, although only 27 were categorised as asset managers, of which Castlefield 
was one (our response to the consultation can be found (here). The reporting requirements under the 
new Code build on the original and raises the bar on stewardship activities significantly. 

WHY HAS THE CODE BEEN REVISED? 

The investment industry has made significant inroads with regards to recognising and implementing 
Environmental, Social and Governance in its investment decisions since the Code was introduced in 2010. 
The new Code reflects this significant change in the industry and in fact has, for the first time, an explicit 
requirement to have regard to these factors. This requirement requires signatories to 'systematically 
integrate stewardship and investment, including material environmental, social and governance issues, 
and climate change, to fulfil their responsibilities'.6 Furthermore, the new Code has been widened out 
to other asset classes other than listed equity, such as fixed income, real estate and infrastructure. The 
Code moves away from the previous ‘Comply or Explain’ to a more stringent ‘Apply and Explain’, which 
means that respondents will no longer be able to simply rely on ‘greenwash’ policies and statements and 
will instead be required to demonstrate concrete, tangible evidence of its stewardship activities. 

There has also been a wider adoption of service providers since 2012, such as proxy advisers Institutional 
Shareholder Services and Glass Lewis. Their rising prominence since the last revision and their influence 
on one of the most important delegated responsibilities of both investment managers and owners, that 
is proxy voting, is being addressed for the first time by bringing in separate reporting requirements for 
service providers. 

Under the previous Code, asset managers were assessed based on the quality of their Code statements. 
Castlefield is proud to have received Tier 1 status, evidencing the highest quality reporting. Under the 
new Code, signatories are required to report annually on stewardship activities in one, standalone 
stewardship report. We remain confident and hopeful that we will continue to be recognised for our 
work in this area.

5. https://www.frc.org.uk/getattachment/e223e152-5515-4cdc-a951-da33e093eb28/UK-Stewardship-Code-
July-2010.pdf#:~:text=The%20Stewardship%20Code%20aims%20to,efficient%20exercise%20of%20
governance%20responsibilities 

6. https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-
Corrected.pdf 

https://www.frc.org.uk/getattachment/8303c1bd-1cf8-499b-b936-ef3a914cee47/Castlefield-Partners.pdf
https://www.frc.org.uk/getattachment/e223e152-5515-4cdc-a951-da33e093eb28/UK-Stewardship-Code-July-2010.pdf#:~:text=The%20Stewardship%20Code%20aims%20to,efficient%20exercise%20of%20governance%20responsibilities
https://www.frc.org.uk/getattachment/e223e152-5515-4cdc-a951-da33e093eb28/UK-Stewardship-Code-July-2010.pdf#:~:text=The%20Stewardship%20Code%20aims%20to,efficient%20exercise%20of%20governance%20responsibilities
https://www.frc.org.uk/getattachment/e223e152-5515-4cdc-a951-da33e093eb28/UK-Stewardship-Code-July-2010.pdf#:~:text=The%20Stewardship%20Code%20aims%20to,efficient%20exercise%20of%20governance%20responsibilities
https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-Corrected.pdf
https://www.frc.org.uk/getattachment/5aae591d-d9d3-4cf4-814a-d14e156a1d87/Stewardship-Code_Dec-19-Final-Corrected.pdf
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MEETING OUR 
REQUIREMENTS 
UNDER THE 
STEWARDSHIP 
CODE

In order to meet the new reporting requirements of the 
Stewardship Code, we will be providing more information about 
our behind-the-scenes processes. We hope this will improve 
transparency and allow our clients to understand why we conduct 
our stewardship and engagement the way we do.

GOVERNANCE

At Castlefield, our Stewardship Committee meetings, attended 
by all members of the investment management team, are held 
quarterly to review our policies and processes as well as to discuss 
emerging ESG issues. 

We believe that regular Stewardship Committee meetings, in 
addition to the oversight of our External Advisory Committee, 
provide an effective structure to assess the quality of our 
stewardship and engagement activities. We have a team-based 
culture and these meetings are an opportunity for any of the team, 
regardless of seniority to propose a topic for the agenda. In the last 
twelve months, and in light of the new Stewardship Code, we have 
been increasing discussing how we can monitor ‘outcomes’ from 
our stewardship and engagement activities. This is an area that 
we will be looking to develop going forward and hope to expand 
upon in our next annual stewardship report. These meetings are 
also where we formally review the input of any service providers 
we might use, with an annual process to review effectiveness and 
quality of service. 

We have a completely integrated team working on all aspects of 
our stewardship and engagement activities. All of our votes are 
discussed and agreed with the relevant fund managers, and we 
review our policy ahead of each new voting season to ensure 
that it remains fit for purpose and incorporates any emerging 
concerns. Our ESG research is undertaken in house, with support 
from a third-party provider, Ethical Screening. Ethical Screening 
is not a ratings agency and we have previously worked with them 
where we have information from our engagements that may 
change how a company is classified.

CONFLICTS

Our Conflicts of Interest policy is made available on our website 
(link). We do not believe that there are any differences in as far 
as it is applied to our stewardship responsibilities. Our collegiate 
approach means that potential conflicts are mitigated as no one 
Co-owner has overall responsibility for any part of our stewardship 
and engagement processes. All voting proposals are circulated to 
the whole team and we hold weekly ESG meetings to discuss any 
new and upcoming engagements. 

While we typically have few conflicts directly relevant to  
stewardship, one existing conflict that we are currently managing 
has been one of our fund managers taking on a non-executive 
director position for an investee company. In practice, this 
now means that that team member is now excluded from any  
discussions we have about that stock related to either 
investment decisions or stewardship and engagement activities. 
Any engagement takes place through the appropriate channels 
designated by the company.

https://www.castlefield.com/conflicts-of-interest-policy/

https://www.castlefield.com/media/2998/conflict-of-interest-policy.pdf
https://www.castlefield.com/conflicts-of-interest-policy/
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OUR ENGAGEMENT PRIORITIES

When considering environmental, social and governance issues 
(ESG), we aim to engage companies:

 ▪ On significant issues arising from the ESG research 
that the investment team carries out on all prospective 
investee companies;

 ▪ On issues arising from our voting activity, particularly where 
we intend to vote against the board;

 ▪ On complex, thematic issues such as climate change, cyber 
security, human rights and water scarcity, that may pose a 
threat to our investments over the medium to long-term;

 ▪ In response to negative media coverage or alerts from our 
research providers on an investee company;

 ▪ In industry collaborations.

We also engage to provide positive feedback where, for example, a 
company has improved its management or disclosure of ESG risks 
or has undertaken a sector-leading approach. 

OUR ESCALATION PROCESS

If we have any specific concerns about aspects of a company’s 
strategy, performance or ESG impact, we’ll start by emailing 
our questions to the investor relations contact at the company. 
We’ll usually ask for a meeting to discuss the matter in detail. 
Alternatively, we may raise the issue as part of our regular, 
ongoing contact we have with company management or investor 
relations teams. 

Where we do not receive a satisfactory response, we’ll escalate. 
In the first instance this means requesting a meeting with 
management or with a relevant non-executive director. We also 
have the option of collaborating with other investors or raising the 
matter at the company’s AGM.

On governance matters, our escalation process regularly involves 
us voting against AGM resolutions. This is most often the case on 
executive pay. So, if our conversations with the board have not 
provided sufficiently compelling reasons to support a new pay 
policy, for example, then we will vote against it at the AGM. In rare 
instances, our escalation process results in the decision to sell our 
interest in the company.

IMPACT MEASUREMENT

We measure the impact of our engagement by assessing a 
company’s willingness to discuss and take on board the issues 
that we have raised. As a basic starting point, we are successful 
in instigating a dialogue with most of the companies we contact. 

Our aim is to build long-term, constructive relationships with the 
companies that we invest in, where we can ask for updates on ESG 
issues on a regular basis. 

However, not all engagement will generate immediate or direct 
improvements: we do not regard this as a failed engagement 
but a reason to continue to press the company to take our 
concerns onboard. 

We do not select engagements on the likelihood of achieving 
an immediate, positive outcome but on the materiality to 
the company. There may be many reasons why a company is 
unwilling or unable to take action in the short term, hence the 
importance of sustained pressure over time from investors and 
other stakeholders.

MARKET WIDE AND SYSTEMATIC RISKS

In order to help promote a well-functioning financial system, 
Castlefield is always aware of, and seeks to respond to, both 
market-wide and internal risks. 

In early 2019, we brought in some external expertise with a 
background in risk management in retail banking to help establish 
a standalone risk committee within the firm. The committee 
convenes three times a year; the meetings are attended by our 
Managing Partner and several members of our firm-wide Executive 
Committee. The Committee considers emerging threats, such as 
cybersecurity during lockdown, as well as more day-to-day risks. 
Although we can never eliminate risk, the Risk Committee and the 
reporting disciplines it has embedded have been very effective in 
reducing Castlefield’s exposure to risks.

We also work hard in collaboration with other investors and 
stakeholders to try to promote continued improvement in the 
functioning of financial markets. For instance, one of our partners 
has been a member of the FRC Advisory Group which examined 
the Future of Corporate Reporting. The aim of this project was to 
make recommendations for improvements to current regulation 
and practice in annual and other corporate reports and to make 
these reports better suited for the 21st century.

This same senior employee has been an active member of the 
FRC’s Investor Advisory Group for over two years. This Group 
has a wide remit, advising the FRC on a range of issues, such as 
the drafting of the new Stewardship Code and, before that, the 
UK Corporate Governance Code. The Group also acts as a conduit 
between the regulator and the wider market to help improve the 
flow of information and ideas throughout our industry.
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HOW OUR CLIENTS INFORM OUR APPROACH 

At Castlefield our client base is predominantly retail investors and consequently the vast majority of 
our reporting efforts are designed to speak to the individual investor. We welcome feedback on our 
Stewardship Reports and our investment approach and Screening Policy have been directly informed by 
our discretionary client base. Our approach is also overseen by our External Advisory Committee, which 
contains representatives from two of our long-standing charity clients.

ASSET BREAKDOWN

The majority of the assets within our funds are direct equities, in the UK and more recently Europe, 
with the launch of our B.E.S.T Sustainable European Fund, and it is equities where we have focused the 
majority of our efforts. 

Within fixed income, our direct exposure to bonds is limited and contains a large weight to Retail 
Charity Bonds. Engagement with bond issuers tend to be more limited, with more focus taking place 
at the point of investment to ensure that issuers’ financial and ESG credentials are in keeping with 
our policies and processes. 

Our exposure to structured products allows less opportunity for engagement but we do conduct a 
B.E.S.T analysis on any issuer and have actively sought to incorporate structured products where the 
individual issuer has a positive impact programme or an ESG reference index.

ASSET TYPE BREAKDOWN EQUITIES: GEOGRAPHIC BREAKDOWN

 Equities   

 Fixed Income or 
      Structued Products

 Funds

 UK Listed  

 European Listed  
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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.

INVE STMENT MANAGEMENT

C A S T
L E F I
E L D

8th floor,
111 Piccadilly
Manchester M1 2HY
0161 233 4551
Castlefield.com
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