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ESG
RATINGS: NO
SUBSTITUTE
FOR COMMON
SENSE
Sustainable or ethical investment funds have proliferated in recent

Shortly before the allegations hit the front pages, Boohoo were given a

years. So too have ESG (environmental, social and governance)

AA rating (the second highest) by ratings agency MSCI, which highlighted

rating agencies. As their name suggests, these service providers

the company’s high scores on supply-chain labour standards.3 In the

score companies on their environmental, social and governance

aftermath, many were surprised to find several mainstream investment

performance and many investment houses incorporate these ratings

firms held the company in funds that were marketed as ‘ethical’ or

into their investment decision-making processes.

‘sustainable’ having been caught out due to a reliance on ratings, including
one which includes a focus on employment opportunities.4

Here at Castlefield, we do not believe that ESG ratings alone are enough
to ensure that the values of our clients are adequately reflected in their

A cursory look at a leading fast fashion retailer’s website reveals dresses

investments. There are many ratings agencies and their ratings on the

selling for as little as £3. For many this prompts the rather obvious

same company can vary widely. A paper by MIT in 2019 found in their

question; how is it possible to produce and sell these items profitably in the

study that, of the ratings of five prominent global ratings agencies,

minimum-wage UK? The fast fashion industry has long been plagued by

there was an average correlation of 0.61. By comparison, credit ratings

claims of poor treatment of garment workers. An article from The Guardian

agencies were found to have a correlation of 0.99.

in 2015 saw Sports Direct accused of paying less than the minimum wage

1

to warehouse workers and an episode of Channel 4’s Dispatches in 2017,
There are many reasons for this high level of divergence; agencies may

which also named Boohoo, set the scene for the conditions that were

include different data points as part of their assessment or attribute higher

widespread in the industry.5 If something seems too cheap to be true, it

weights to different pieces of information. The inconsistencies can lead to

usually means that somebody else will be paying the price.

very different outcomes for investors. We also have concerns that ratings
may be influenced by corporate ‘greenwash’ whereby companies with

Castlefield were not investors in Boohoo. As a fast fashion retailer, it is not

large public relations budgets can produce glossy reports and disclose a

the type of business we would look to support. We believe that detailed

larger quantum of information and this disclosure results in higher scores

ESG research is imperative for investors looking to align their values with

rather than a genuine commitment to sustainability.

their investments. As such, we carry out our own ESG analysis in-house.
Our hope is that the outcome of the recent revelations is an immediate

In recent months we have seen an example of how ESG ratings can be

improvement in the working conditions for many who have had to endure

potentially misleading as several news articles have been published

modern slavery. For investors the takeaway is simple: ESG ratings are no

regarding fast fashion retailer Boohoo’s supply chain. An investigation

substitute for common sense.

by The Times resulted in claims that garment workers in the UK were
being paid an hourly wage of as low as £3.50. In addition, the newspaper
reported allegations of poor social distancing and inadequate hygiene
measures at supplier factories during the coronavirus pandemic.2

1. https://mitsloan.mit.edu/ideas-made-to-matter/why-esg-ratings-vary-so-widely-and-what-you-can-do-about-it
2. https://www.thetimes.co.uk/article/boohoo-fashion-giant-faces-slavery-investigation-57s3hxcth
3. https://www.ft.com/content/ead7daea-0457-4a0d-9175-93452f0878ec
4. https://www.responsible-investor.com/articles/aberdeen-standard-divests-fast-fashion-giant-boohoo-over-modern-slavery-allegations
5. https://www.theguardian.com/business/2015/dec/09/how-sports-direct-effectively-pays-below-minimum-wage-pay;
https://www.theguardian.com/society/2017/jan/23/textile-firms-paying-uk-workers-3-per-hour-investigation-finds
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WHITBREAD:
FURLOUGH
SCHEME,
EXECUTIVE PAY
AND ANIMAL
WELFARE
Whitbread plc, the owner of hotel chain, Premier Inn, has been hit

In our conference call, we explained that we had voted against the

hard by Covid-19. The vast majority of the group’s hotels and all its

remuneration report at Whitbread’s AGM due to the inappropriateness

restaurants closed in late March. 27,000 workers were placed on the

of awarding executive bonuses at this time. The company noted our

government’s furlough scheme. Its annual results presentation from

comments but remained steadfast to the argument that it was simply

May 2020 gives the impression of a company battening down the

bad timing – had the AGM been held a couple of months earlier, it

hatches: all discretionary P&L spend paused, repairs and maintenance

would not have been an issue in their view. It also pointed out the

expenditure postponed and the dividend suspended.2

at the bonus scheme extends beyond the executive team to around

1

5,000 employees, albeit at much lower levels of award. The scheme,
So, you can imagine our surprise when we opened Whitbread’s annual

however, does not extend to hourly paid site staff.

report and read that top executives had been awarded their bonuses in
full. The only change was that the cash element had been granted in

In a more positive conclusion to the call, the investor relations team

shares. Their rationale was that the “2019/20 incentive scheme related

talked us through the extensive cleaning and hygiene procedure that

entirely to performance prior to the lockdown and closure of Whitbread’s

have been implemented to protect staff and guests as the hotels re-

businesses. It was properly earned and should be paid as usual”.

open. This includes Perspex screens in reception, one-way systems

3

through the hotel, the use of PPE and spacious seating arrangements
There is much to applaud in Whitbread’s handling of the crisis.

in restaurant areas.

Furloughed staff had their salaries topped up to full pay. The executive
team and non-executive directors took a 30% and 20% pay cut

In subsequent correspondence with the company, we have also

respectively. A number of hotels were kept open to accommodate NHS

touched on animal welfare issues. Whitbread has committed to taking

staff and the company made substantial donations to food banks.

4

part in the Business Benchmark on Farm Animal Welfare (BBFAW)

Nevertheless, it seems somewhat self-serving, and undermines the

again this year. BBFAW is an annual survey of food and hospitality

gesture of taking a pay cut, for executives to receive bonuses (£1.5m

companies to assess the extent to which animal welfare is considered

for the CEO) when the company has relied heavily on taxpayer funding,

when assessing food suppliers. Whitbread usually scores fairly well in

and when the outlook remains uncertain.

this area and we were pleased that the company intends to take part in
the survey again this year.

Ahead of a conversation with Whitbread’s investor relations team in
July, we estimated that the business will receive c.£200m of direct
government aid through the furlough scheme and business rates relief
this financial year.5 It had also raised just under £1bn from investors
and had cancelled the dividend for the next 18 months, which had a
total cost cash cost of £187m in the last full year.6

1. https://www.whitbread.co.uk/~/media/Files/W/Whitbread/report-and%20presentations/2020/full-year-results-21-05-2020.pdf
2. https://www.whitbread.co.uk/~/media/Files/W/Whitbread/report-and%20presentations/2020/whitbread-fy20-presentation.pdf
3. https://www.whitbread.co.uk/~/media/Files/W/Whitbread/report-and%20presentations/2020/whitbread-ar-19-20.pdf
4. https://www.whitbread.co.uk/~/media/Files/W/Whitbread/report-and%20presentations/2020/whitbread-fy20-presentation.pdf
5. https://www.whitbread.co.uk/~/media/Files/W/Whitbread/report-and%20presentations/2020/full-year-results-21-05-2020.pdf
6. Ibid
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ENGAGEMENT
CASE STUDY:
CARREFOUR

Held in our CFP Castlefield B.E.S.T Sustainable European Fund, French

One area of strength is in the category of Innovation and Leadership, and

supermarket operator Carrefour is in the process of transitioning to a

the team from Carrefour shared one example directly linked to animal

more sustainable business model in every sense of the word. Having

welfare in their continuing efforts to improve standards in egg production.

lagged competitors in both the shift to online shopping and mix of store

The company had partnered with its supplier Les Fermiers de Loué to

formats, transforming the business is complex. CEO Alexandre Bompard

produce and sell eggs selected by a spectrophotometric in-ovo sexing

joined in 2017 to drive this change and is a man well-versed in restructuring

technique. Female zygotes can be separated before hatch avoiding the cull

after his previous role at French retail chain FNAC. We are impressed with

of male chicks. Carrefour is now involving other players to innovate in-ovo

his progress, including the cultural shift and increasing commitment to

sexing techniques in France, aiming to roll out the technology for all eggs

sustainability. With Bompard at the helm, his energy and vision look set to

sold under the Carrefour brand.3

shift a laggard into a more future proof organisation.
Speaking to the team about increasing alternative protein sources,
We recently spoke with Carrefour on three interlinked sustainability

Carrefour told us it has doubled the number of products in the ‘Carrefour

topics: animal welfare standards, alternative protein products, and the

Veggie’ range in recent years. Future plans to incorporate further

importance of healthier diets. We spoke with members of the Carrefour

alternative protein sources as part of the ‘Act for Food’ strategy will also

Corporate Social Responsibility (CSR) team about how these topics tie into

help the company to meet their target to reduce the CO2 emissions of the

their existing ‘Act for Food’ strategy, launched in 2018.

products sold in stores by 20 megatons by 2030.4

As signatories to the Business Benchmark for Farm Animal Welfare

Carrefour excel with global targets for a Healthier Diet action plan by

(BBFAW), we are pleased to see Carrefour rank above its peers in

2022.5 This plan includes measures to make nutritional information

four of the five key areas. The area in which the company has scored

available to everyone, communicating with customers and training

marginally below the sector average is related to performance

employees. Carrefour’s CSR aims also include their involvement with

reporting. The team we spoke to were able to provide more detail

the Food Transition Pact, which is a supplier network with a focus on five

on Carrefour’s global and country-specific animal welfare policies

priority areas – packaging, biodiversity, transparency, responsible products

and some interesting recent developments. One area that we believe

and climate. The responsible product and transparency areas include

will be important in allowing consumers to make informed choices

commitments for labelling and healthy product composition.6

1

is the introduction of animal welfare labelling. Carrefour has joined
the French scheme Association Étiquette Bien-Être Animal (AEBEA),

Bompard has brought about a welcome impetus behind Carrefour’s

which has introduced standards for poultry. AEBEA will be working on

sustainability strategy and we look forward to seeing the company’s

a separate labelling grid for pigs from 2020 onwards, and then plans

innovative plans develop into tangible results for animal welfare, the

to expand the scheme across other farmed species.

company’s environmental footprint and the wider industry.

2

1. BBFAW 2019 Company Assessment
2. https://www.compassioninfoodbusiness.com/our-news/2020/02/carrefour-france-joins-european-chicken-commitment
3. https://www.carrefour.com/en/newsroom/carrefour-first-retailer-introduce-method-avoiding-male-chicks-having-be-killed
4. https://www.carrefour.com/sites/default/files/2020-06/Climate%20-%20Press%20release%20Carrefour_05062020%20Eng.pdf
5. https://www.carrefour.com/en/csr/csr-commitment
6. https://www.carrefour.com/en/csr/commitment/food-transition-hub
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ENGAGEMENT
WITH AIM LISTED
COMPANIES:
DIVERSITY AND
REMUNERATION

At Castlefield, we look to encourage adherence to corporate governance

We set out our thoughts on the topic and encouraged the companies to

best practice in our investee companies. Over the course of the year,

publicly disclose a policy regarding diversity and where possible publish

we initiated engagement with a number of our small-cap investee

aspirational targets. We also asked companies to outline what internal

companies on two topics that are important to us at Castlefield:

policies are in place to develop a pipeline of talent to promote women

executive pay and diversity.

and minority ethnic employees at all levels of the organisation. We
believed it was important to discouraged boilerplate text and explained

REMUNERATION

that we would instead welcome tangible evidence of what actions the

For AIM-quoted companies, in addition to levels of disclosure generally

board are taking in order to encourage and improve diversity.

being lower, companies are not required to include a ‘say on pay’ resolution
for shareholder vote. In 2019, of the 50 largest AIM companies, less than

PROGRESS SO FAR

20% included an advisory resolution to approve director pay.1 Voting is

To date, we have been positively surprised by the responses of many

a responsibility we take seriously and having a ‘say on pay’ allows us to

companies who have been able to provide examples of diversity

clearly express our dissatisfaction with any pay package we may deem to

initiatives within their workplace and communities. Some companies

be too generous or poorly incentivised.

have also been open to increased disclosure on remuneration, with one
considering including a resolution for shareholder vote at their next AGM.

We have been writing to our investee companies that do not yet include

With many of the conversations we have been having with companies

a remuneration resolution at their AGMs, setting out our rationale for

delayed due to the health pandemic, we will be able to share the results

requesting increased disclosure and a shareholder vote. In our experience

of these engagement topics in our next report in more detail.

we are seeing greater focus on corporate governance reporting for
smaller companies and the scope of the UK Corporate Governance Code
has been gradually increasing. In 2018, we also saw changes to AIM rules
meaning companies are required to state which corporate governance
code they are applying.2 We want to see our investee companies aiming
to meet the highest levels of corporate governance wherever possible.

DIVERSITY
A second issue which we wanted to draw attention to was diversity. So

WHAT DO WE MEAN BY ‘SMALL-CAP’?
The definition of Small Cap varies by market, but in the UK,
they typically represent the smallest 10% of the market
and have a total market value of below £2bn.
(Source: FTSE Russell)

far, the wider market has seen success in encouraging business leaders

WHAT IS AIM?

to increase levels of gender diversity in particular. Within AIM, gender

AIM, formally the Alternative Investment Market, was

diversity levels remain low: the executive director population surveyed in

launched in 1995 and is the London Stock Exchange’s sub-

a 2019 KMPG report has female directors accounting for just 7%.3 Levels

market for smaller companies. Disclosure and governance

for other forms of diversity are more difficult to track, but from our

recommendations for companies quoted on the AIM market

experience, and the findings of The Parker Review which surveyed larger

are set out in the QCA Code which is far less prescriptive

businesses, have seen slow to change. We believe boards that genuinely

than those for larger peers adhering to the UK Corporate

embrace cognitive diversity, as manifested through appropriate gender

Governance Code.

and ethnic representation and a broad spectrum of skills and experience,
are more likely to achieve better outcomes for investors.

1. https://assets.kpmg/content/dam/kpmg/uk/pdf/2019/04/aim-survey.PDF
2. https://www.icsa.org.uk/knowledge/governance-and-compliance/indepth/technical/governance-code-aim
3. https://assets.kpmg/content/dam/kpmg/uk/pdf/2019/04/aim-survey.PDF
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UPDATE:
WORKFORCE
DISCLOSURE
INITIATIVE

It has been a busy year for the Castlefield team and our involvement

OUR COMMITMENT TO THE CAUSE IS BEST SUMMED UP BY

with collective engagements, particularly with the Workforce Disclosure
Initiative (WDI). By way of context, the WDI is run by ShareAction and

can encourage more companies to participate in the WDI survey.

"Castlefield were one of the first investors
to support WDI as a signatory when it
launched in 2017. Since then they've been
among the most actively involved investors,
having gone to considerable lengths to
persuade investee companies of the value
of disclosing data to the WDI platform.
Castlefield have regularly attended
thematic engagement meetings, provided
constructive feedback to the survey review
process and been a guest speaker on
webinars. It's clear that Castlefield's values
are well aligned with the WDI's mission,
and we hope to continue our successful
collaboration for the remainder of 2020
and into next year."

As the 2021 survey is now underway, we have been in contact with over

James Coldwell, Programme Lead at the WDI.

part funded by the Department for International Development (DFID)
and investor signatories. The WDI platform aims to allow companies
to demonstrate – to investors, clients and other stakeholders – how
they manage their staff and supply chain workers compared to peer
organisations. It also gives companies the opportunity to explain how
their approach to workforce management is aligned to the overall
business strategy and to signal their understanding of major workforcerelated risks and opportunities. As part of the coalition, we believe that
there is a lack of meaningful data around corporate workforce and
supply chain practices, an issue that has been increasingly apparent
during the recent Covid-19 pandemic.
Over the last year, as part of our responsibility as signatories, we have
engaged with our investee companies via various mediums such
as phone, email and letters to encourage participation in the WDI’s
survey. As a long-standing signatory, Castlefield, along with EdenTree
Investment Management, was also asked by the WDI to participate in
its webinar, “Investor Pick: Hot ESG Topics for 2020”. The webinar saw
a large number of companies (both disclosing and non-disclosing)
joining the webinar, and we hope that by sharing our experience we

30 companies that are on this year’s target list. As engaged investors,
we have built a strong rapport with our investee companies and we
are hopeful that we can use this relationship as leverage to encourage
further participation, providing investors with more workforce data.
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UNILEVER AND
PALM OIL

Palm oil is the most widely produced vegetable oil in the world. It is made

We contacted Unilever over the summer. At Castlefield we carry out

from the fruits of African oil palm trees which originally came from tropical

our ESG7 research in-house, but a company called Ethical Screening

rainforest areas in west and south-west Africa. They were introduced

provides an extra layer of monitoring on current and prospective holdings.

to Indonesia and Malaysia in the late 19 and early 20 centuries. These

They flagged concerns about allegations of human rights abuses and

days, palm oil is used in a vast array of food and consumer products, from

environmental destruction by a Liberian palm oil producer, GVL.

th

th

peanut butter, margarine and ice cream to lipstick and shaving foam.
Approximately half of products sold in a UK supermarket contain palm oil

Although not a Unilever supplier, GVL has links to GAR, a large and well-

or palm-kernel oil.

known palm oil company and a supplier to Unilever. Given the close

1

connection to its own supply chain, we raised the allegations with Unilever.
Despite its widespread applicability, in recent years palm oil has become

They confirmed that Unilever does not source directly from GVL in Liberia,

synonymous with a range of social and environmental problems.

and that they are monitoring the situation closely through discussions with

Plantations have been associated with a raft of poor behaviour such as the

GAR and due diligence reports from organisations such as AidEnvironment.

destruction of wildlife habitat, illegal logging, displacement of indigenous

Unilever reiterated that all its suppliers are expected to adhere to its No

populations and labour rights abuses.

Deforestation, No Peat, No Exploitation commitments which apply to all
suppliers and their entire operations, including traders and third parties.

We are investors in the global consumer goods firm, Unilever. As well

The company also mentioned that it has previously suspended nine palm

as household brands such as Dove, Ben & Jerry’s and Hellman’s, the

oil suppliers due to breaches of social and environmental issues.

company is also well-known for its ambitious goals to radically improve
the sustainability of its business. Its recent pledge to eliminate fossil

The response offered us some reassurances: the company is aware of the

fuels in cleaning products by 2030 is a case in point. It would be remiss

issue and appears to be putting pressure on GAR; whether that results

of us not to acknowledge that Unilever has had some missteps in recent

in action by GVL remains to be seen. We will continue to monitor the

years but, by and large, we view it as company that continues to set the

situation. On a more positive note, Unilever is involved in an industry-wide

standard on sustainability.

collaboration to develop radar technology that will enable early identification

2

3

of deforestation. Trials indicate that radars can detect deforestation several
Unilever is a significant player in the palm oil market4 and the company has

weeks earlier than previous systems.8 Much will depend on how quickly this

long been at the forefront of efforts to clean up the industry. Back in 2004

technology can be rolled out globally, but it may provide an additional tool in

Unilever was a founding member of the Roundtable for Responsible Palm

combatting the destruction of forested land.

Oil, a cross-sector initiative to hold plantation owners to an agreed set
of ethical standards.5 Two years ago it became the first consumer goods

Palm oil is also a topic that we have recently discussed with our external

company to publicly disclose all its palm oil suppliers, a bold move when

advisory committee (read more here: https://www.castlefield.com/news-

the industry remains beset with problems. We applaud their transparency,

media/blog/our-external-advisory-committee/) and we will be keeping

and the fact that they’re willing to be scrutinised by NGOs, journalists and

them updated with our engagement in this area.

others. A number of competitors have since followed suit.6
1. https://www.ethicalconsumer.org/palm-oil/palm-oil-free-list
2. https://www.unilever.com/news/press-releases/2020/unilever-to-invest-1-billion-to-eliminate-fossil-fuels-in-cleaning-products-by-2030.html
3. https://www.theguardian.com/world/2017/oct/08/dove-apologises-for-ad-showing-black-woman-turning-into-white-one
4. https://www.unilever.com/Images/unilever-palm-oil-policy-2016_tcm244-479933_en.pdf
5. https://www.foodnavigator.com/Article/2018/02/20/Unilever-publicly-discloses-palm-oil-supply-chain-You-can-t-outsource-your-responsibilities-says-Polman#
6. https://www.wsj.com/articles/palm-oil-sustainability-certifier-to-review-indonesian-bribery-claims-11584752501
7. Environmental, social and governance
8. https://www.wri.org/news/2019/10/release-palm-oil-industry-jointly-develop-radar-monitoring-technology-detect
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VOTING
ACTIVITY
- Q3 2020

As investors, we believe that we have a responsibility to our clients and investors, as well as 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 and are made publicly available on our
website, as is our full voting history.
During the quarter, we voted at 38 meetings hosted by our investee
companies, with a total of 464 resolutions.
This quarter has seen a reduced number of AGMs in comparison to the
previous quarter as voting season drew to a close. In the UK, ‘voting season’
usually takes place from approximately April to July and these meetings
typically represent just under half of all the voting activity for the year.

1.

REMUNERATION

RESOLUTIONS
Number of resolutions where votes were cast For
Number of resolutions where votes were cast Against
Number of resolutions where votes were Abstained

389

83.8%

73

15.7%

2

0.4%

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. So, for example, we would look unfavourably on pay increases for
executives that are above those awarded to the wider workforce.

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 a nine-year limit 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 hold
meetings with 14 days’ notice. We do not believe this is sufficient time for shareholders to prepare to exercise their
voting rights.

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.

8

VOT I NG ACTIV ITY

		

13 No v 2020

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

Votes Against or Abstentions

Resolutions

6
6

Political Donations
Audit

17

Directors

16

52
174

2

Routine/Business

56
18

Shareholder Rights

16

Remuneration

130
46

0

50

100

150

200

DIVIDENDS AND SHARE BUYBACKS

AGM DISRUPTION

In a continuation from the second quarter of the year, we have been

The coronavirus pandemic has changed the way AGMs have been taking

assessing carefully resolutions seeking to approve a company’s dividend

place, with more and more companies being forced to move to hybrid and

payment or providing authority for the company to repurchase its own

virtual meetings. These meetings are about much more than voting for

shares. Historically these resolutions would have been viewed as routine,

many shareholders and these changes need to be closely monitored to

but in light of the coronavirus pandemic we have been considering the

ensure shareholder rights are maintained. The Financial Reporting Council

requests in a much greater level of detail. Where companies have accessed

(FRC) has conducted a review of the AGMs held during the first half of

government support, we feel that cash being returned to shareholders, by

2020 to assess whether the variety of approaches taken were in the best

way of share repurchases or dividends, may be inappropriate and could

interests of shareholders.

risk reputational damage and media criticism.
While enabling remote attendance could increase accessibility and
Where we are aware that a company is proposing a dividend and has been

engagement opportunities for shareholders, it is vital that companies

the recipient of any government support, such as furloughing staff, we

provide clear communication to allow for the greatest levels of participation

have been voting against these requests. We have also been voting against

and maintain the voting rights of shareholders and the opportunity to ask

or abstaining on dividends and buybacks where we feel the company

questions during the meeting.

would be better placed to retain cash within the business.
The FRC found that just over 80% of companies in the FTSE 350 opted to
We will be reviewing our stance on this matter moving forward now that

hold closed meeting which required voting in advance, and the majority

many companies are through the worst of the coronavirus impact earlier

of these companies did make arrangements for shareholder Q&A.

in the year and will be speaking to companies about an appropriate point

Disappointingly, they also noted that 30 of the 202 AGMs analysed did not

to reinstate dividends. It has also been pleasing to see a small number of

appear to have provided any opportunity for shareholder Q&A.1

companies who fared better than anticipated in recent months looking to
pay back the furlough monies received by the UK government.

1. https://www.frc.org.uk/news/october-2020/covid-19-disruption-forces-uk-companies-to-embrace
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We’re delighted that Castlefield’s reporting has been highlighted as good practice by the
Financial Reporting Council. In a new publication that assesses how well the investment
industry has adopted the new UK Stewardship Code, our disclosures on gender diversity
and voting have been selected by the FRC as examples of good reporting practice.
The Stewardship Code 2020 is designed to encourage asset owners, asset managers and
others in the investment industry to adhere to 12 principles and to report annually on
progress. The principles encompass a wide range of topics including voting, engagement,
conflicts of interest and how environmental and social issues are integrated into
investment decision-making.

CASTLEFIELD
STEWARDSHIP
REPORTING
SHOWCASED
BY FRC

The FRC has used extracts from our recent Annual Stewardship Report and the full FRC
report, Review of Early Reporting, is available here:
https://www.frc.org.uk/getattachment/975354b4-6056-43e7-aa1f-c76693e1c686/
The-UK-Stewardship-Code-Review-of-Early-Reporting.pdf
At Castlefield we take our stewardship responsibilities seriously and we aim to be as
transparent as possible in our reporting. So we’re really pleased to have our new
stewardship report recognised by the FRC in this way.

Our external advisory committee met in September. Established in 2018, the
committee provides impartial oversight on how we incorporate environmental, social
and governance issues (ESG) into our investment decision-making. The committee
also flags emerging ESG issues and encourages us to look at them in more detail. In
addition, they act as a sounding board on contentious issues. In the two years since the
inaugural meeting, we’ve found the committee to be a source of warm support, sound
advice and thoughtful questioning.
In the most recent meeting, we provided the committee with an overview of how
Castlefield’s operations and funds have fared during the covid crisis. The committee
also provided some feedback on an existing holding where we’ve had some concerns
in recent months. The company in question has continued to pay out a dividend (albeit
initially at a reduced rate) despite taking part in the government’s furlough scheme.
The agenda also included a paper on palm oil, where we discussed the social and
environmental issues in the industry. Our exposure to palm oil is indirect and fairly
limited: we invest in a small number of food retailers and consumer goods companies
that use palm oil. Our recent engagement with Unilever is covered on page 7. Finally,
we discussed energy security and the areas of interest for investors like ourselves.
We already have a number of relevant investments such as Vestas, the world’s largest
producer of wind turbines, and Gore Street Energy Fund, a closed-end fund investing a
range of energy storage projects in the UK and Republic of Ireland.
All in all, it was a productive meeting and we look forward to following up with the
committee at the next meeting scheduled for February 2021.
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Management

David Gorman
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Management

Managing Partner
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Mark Elliott
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Management
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Chartered MCSI
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Management

Richard
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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. Registered in
England & Wales No. OC302833. Registered Office 111 Piccadilly, Manchester, 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
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.
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