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ADVISORY 
COMMITTEE 
MEETING 
HIGHLIGHTS 

The September 2022 Advisory Committee 
meeting began with a presentation from Rory 
Hammerson, manager of the Sustainable 
European Fund. He gave an overview of fund 
performance, the current geopolitical headwinds 
facing Europe and the opportunities that remain 
within the market.

The Committee then discussed succession 
planning as our original four board members will 
need to step down in 2024, due to the provisions 
set out in the Advisory Committee’s Terms 
of Reference. We have already expanded the 
Committee beyond the original four members 
and will continue to make changes over the next 
two years to ensure a smooth transition. 

Next, the Committee reviewed significant 

changes to fund holdings since the last meeting. 
In particular, they discussed a new fund holding, 
Renewi, and a recent divestment, Pennon. Renewi 
is an Anglo Dutch corporation that operates in the 
waste management industry. It treats waste and 
soil contamination, but is also involved in “waste 
to product” services, i.e. where materials are 
recycled into new products. The Committee also 
discussed the recent divestment of Pennon due 
to persistent environmental underperformance. 

The Committee then provided feedback 
on the impact and thematic reporting that  
Castlefield has developed over the past 12  
months. The reporting is designed to 
communicate better to clients the exposure of 
our funds to a range of positive themes including 

health and wellbeing, education, sustainable 
infrastructure and so on. It also demonstrates 
that our funds perform well on many social 
and environmental metrics when compared to 
representative benchmarks. 

Finally, the Committee gave feedback on a 
new diversity, equality and inclusion (DEI) paper 
that the investment team has drafted on our work 
to date in this area and our proposed next steps. 
The Committee were supportive of Castlefield’s 
intention to engage with selected companies 
on incorporating diversity considerations into 
product design.

Written by Amelia Overd
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Diversity, Equity and Inclusion (DEI) is an 
area of increasing interest, particularly heading 
out of a global pandemic which has seen existing 
inequalities polarise only further. By June 2020, 
women’s jobs were 1.8 times more vulnerable to 
the crisis than men’s jobs, according to research 
from McKinsey & Co.1 In the UK, young adults 
from an ethnic minority background are 47% 
more likely to be employed on a zero-hour 
contract than white workers – a gap which  
is widening.2

Although businesses have been faced with 
immediate challenges in the aftermath of the 
pandemic, such as the employee and customer 
health and safety, operational disruption, 
recovery planning and so on – it is vital that 
DEI is not left on the back burner. Aside from 
the obvious moral imperative for businesses 
to prioritise DEI, there is also a clear business 
case. Studies highlight the correlation between 
diverse workforces and strong organisational 
performance. Heading out of the pandemic it 
is companies welcoming diverse talents and 
multiple perspectives which are emerging in the 
strongest position.3

We engage with investee companies 
frequently on the topic and incorporate 
measures such as gender and ethnic diversity 
at board level into our voting policy. Businesses 
are increasingly under pressure to go further, 

1.  COVID-19 and gender equality. McKinsey & Company, 2020

2.  ShareAction targets financial sector to fully disclose Ethnicity Pay Gap data. ShareAction, 2022

3.  Diversity wins- how inclusion matters. Report by McKinsey & Company, 2020

4.  Diversity, Equity & Inclusion: key action areas for investors. Report by PRI, 2022

5.  What is Inclusive Product Design & How To Use It. Blackcreek, 2020

6.  Ibid

7.  Tech has a long way to go on sexism with products designed by men, for men. inews, 2019

8.  Ibid

9.  How inclusion affects product design in pharma. Pharmaceutical Manufacturer, 2021

10.  Ibid

11.  How inclusion affects product design in pharma. Pharmaceutical Manufacturer, 2021

fostering a truly inclusive business model and 
embedding DEI into the design of the products 
and services it provides.4 As such, Castlefield has 
begun to identify and engage with companies 
on inclusive product design, in a push for best 
practice within this space. During a recent 
engagement with Logitech, for example, we 
discussed inclusive product design and the 
potential to improve the accessibility of gender-
inclusive products, such as the recently released 
gaming collection suited for smaller heads and 
hands, currently marketed at a premium price. 

Inclusive product design pivots around the 
premise of “shifting the paradigm of the design 
process, so that diversity and inclusivity are 
baked in from the start” (Blackcreek, 2020).5  
Currently, this is compounded by the sheer lack 
of diversity within the design industry, which is 
still disproportionally male, and white.6 Though 
often unintentional, decisions made by such a 
narrow slice of society can lead to inequality and 
exclusion of underrepresented groups. Avoiding 
this demands a rethinking of the design process 
to ensure that no group of society is excluded or 
misrepresented.

Examples of systemic exclusion and 
inequality manifesting in products are  
ubiquitous. A particularly famous example is 
car seatbelts, which are often still configured 
to serve men who sit further back than women 

when driving, potentially putting women in 
danger.7 Another key example is the design of 
smartphones – most are too big to comfortably 
fit into the average woman’s hand.8 Racial 
prejudice is also apparent in the design of 
many products. In some instances, automatic 
taps, hand dryers and soap dispensers in 
public bathrooms have been modelled to work 
for white-skinned hands, whilst those with 
darker skin have reported difficulties using 
such products due to the sensor not detecting  
their hands.9

It is only by welcoming a variety of 
backgrounds, perspectives and opinions that 
product design teams can avoid creating 
products with exclusionary effects, given it is 
unlikely that non-diverse teams will identify 
problems that could impact a different 
demographic group than their own.10 There are 
clear ethical and safety imperatives for fostering 
inclusive product design, but the business case 
is also strong given design bias will ultimately 
result in huge, missed opportunities. Women, 
for example, make up 50% of the population 
and control 70-80% of the world’s consumer-
spending decisions.11

Written by Ellie Walley

INCLUSIVE  
PRODUCT DESIGN 
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PENNON: 
ENGAGEMENT AND 
DIVESTMENT

These are the words of Emma Howard Boyd, 
Chairperson1 of the Environment Agency, 
following the results of the 2021 Environmental 
Performance Assessment (EPA) exposing the 
poorest performance of England’s nine water 
and sewerage companies in years. The EPA 
assesses water companies across six metrics, 
before scoring each company between 1 and 
4 stars, with a 4-star rating indicating industry 
leading performance. Pollution across the sector 
hit the highest level since 2013, with 62 serious 
pollution incidents on record.2 The Environment 
Agency recognise the severity of the situation 
and penalties are due to steepen accordingly. 

Castlefield first invested in Pennon, a 
FTSE 250 listed company providing water and 
wastewater services to an overall population 
of c.3.5million across the Great South West, in 
2009. Pennon’s water and sewerage companies 
include South West Water serving a population 
of c.1.8 million, Bournemouth Water, acquired in 
20153 and serving 0.5m customers and Bristol 
Water, acquired most recently in 2021 with 1.2m 
customers.4 In 2020, Pennon sold its UK recycling 

1.  Water and sewerage companies in England: environmental performance report 2021 - GOV.UK (www.gov.uk)

2.  Water and sewerage companies in England: environmental performance report 2021 - GOV.UK (www.gov.uk)

3.  Acquisition of Bournemouth Water from Sembcorp. Pennon Plc, 2015.

4.  Pennon Annual Report, 2022

5.  Proposed sale of Viridor for £4.2 billion to KKR. Pennon Plc, 2020.

6.  Bristol Water acquisition and shareholder return. Pennon Plc, 2021

7.  Investigation into sewage treatment works - Ofwat

8.  South West Water are the latest company targeted in Ofwat investigation. Ofwat, 2022

9.  Ofwat investigation into sewage treatment works. Pennon Plc, 2022.

and residual waste business, Viridor, to private 
equity firm KKR for £4.2 billion, leaving the sole 
focus of the company on the provision of water 
and wastewater services.5  Following the sale of 
Viridor, Pennon returned a substantial sum to 
shareholders via a £1.5bn special dividend and 
also used £425m of the proceeds to acquire 
Bristol Water in 2021.6

Although regularly engaging with investee 
companies is central to our investment approach, 
South West Water’s position as one of the worst 
offenders in the sector for environmental 

performance prompted a further discussion 
with Pennon. The concerns raised during this 
engagement related to; inclusion in the Ofwat 

investigation against wastewater companies; 
persistent underperformance relative to 
industry peers; and proposed remedial action. 

Last year, Ofwat, the regulatory body for 
the water and sewerage industry, launched 
an investigation into water suppliers across 
England and Wales amid concerns that 
companies may not be treating as much sewage 
as necessary at their wastewater treatment 
works.7  Essentially, this leads to the release of 
sewage without permission to do so – a breach 
of the conditions laid out in their environmental 
permit. South West Water has since been 

included in the investigation amid concerns 
over environmental performance, sewage spills 
from storm overflows, and suggestions of a 
failure to comply with legal obligations.8  Pennon 
responded by publicly declaring that they will be 
working ‘openly and constructively’ with Ofwat 
throughout the investigation.9 

After failing to improve upon a 2-star rating 
in the EPA through 2015-20, South West Water 

   Water companies exist 
to serve the public. Their 
environmental performance 
is a breach of trust. The 
polluter must pay.1

   After failing to improve 
upon a 2-star rating in the 
EPA through 2015-20, South 
West Water were given a 
1-star rating in the 2021 EPA.
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was given a 1-star rating in the 2021 EPA, lagging 
behind sector peers.10 Pennon explained that 
although a 1-star rating is indeed unacceptable, 
this downgrade reflected increasing regulatory 
thresholds, rather than a further deterioration in 
performance. They supported this by explaining 
that the performance of industry peers had also 
fallen in the 2021 EPA. Pennon continue to target 
reductions in pollution incidents, hoping to 
receive no ‘reds’ (performing significantly below 
target) across the metrics assessed in the EPA, as 
well as the ambition to reach a 4-star EPA rating. 
Unfortunately, we remained uncomfortable with 
the persistent underperformance of South West 
Water and the failure, to date, to implement 
sufficient remediation to address this. 

Water and sewerage companies will 
continue to face huge pressure to change 
their behaviour. Ofwat recently published the 
PR24 draft methodology, which speaks of 

10.  Water and sewerage companies in England: environmental performance summary graphic 2021 (publishing.service.gov.uk)

11.  PR24 and beyond: a discussion paper on outcome delivery incentives - Ofwat

an approach centred around incentivisation, 
rewarding the most efficient companies with 
additional funding. Exemplary of this is the use 
of Outcome Delivery Incentives (ODIs) used 

by Ofwat to monitor performance, rewarding 
water companies who perform beyond their 
committed levels of service with financial 

payments.11 Benefiting from this approach will 
require water companies like Pennon to invest 
generously in infrastructure and remedial 
measures to dramatically reduce sewage 
spills from storm overflows and raise overall 
environmental performance. Given that South 
West Water ranks amongst the worst offenders 
in the sector, we felt that Pennon’s proposed 
remedial action lacked sufficient ambition, 
rigour and investment.

After consideration of the ESG risk factors, 
Castlefield further escalated the engagement 
and divested from Pennon on behalf of clients.

Written by Ellie Walley

  Given that South 
West Water ranks amongst 
the worst offenders in the 
sector, we felt that Pennon’s 
proposed remedial action 
lacked sufficient ambition, 
rigour and investment.
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ON THE ROAD AGAIN 
WITH COMPANY 
SITE VISITS

Over the past few months, we have increasingly 
seen companies reopening their doors to 
investors and the Castlefield team has been 
capitalising on this, visiting investee companies 
up and down the country. Over the past quarter 
we visited three current investee companies, 
Inspiration Healthcare, Zotefoams and CML 
Microsystems. We find these opportunities to 
“kick the tyres” of great value, offering greater 
insight into a company’s activities than often 
conveyable in a video call. It also provides the 
opportunity to meet a wider pool of employees 
and build stronger relationships. 

The initial couple of visits saw us travel 
to Croydon in South London, where we were 
first able to visit specialist medical technology 
company Inspiration Healthcare’s new facility. 
Inspiration’s products focus on the neonatal 
intensive care market and are used in the vital 
first few days of a premature or unwell baby’s 
life, such as critical support for breathing and 
temperature control. Held within our CFP 
Castlefield Sustainable UK Smaller Companies 
Fund, Inspiration fits into our Health & Wellbeing 
positive theme.

Readers may recall that we visited 
Inspiration’s old Croydon site in December 2021. 
We were impressed with the new facility, which 
the company were keen to showcase having 
been long in the planning. The 4,200m2 state of 

the art Manufacturing and Technology centre 
has c.140 people on site. Compared to the old 
location, it improves efficiency and, crucially, 
increases capacity, essentially removing any 
hurdles to addressing the (unfortunately 
growing) significant market opportunity. Overall, 
it has improved alignment with management’s 
ambition to become a global leader in neonatal 
intensive care equipment, which we discussed 

at length as well as seeing a demonstration of 
specific products. Sustainability and impact have 
also been considered thoroughly in the design 
of the site, from solar thermal for hot water 
systems to on-site tree-planting to help offset  
carbon emissions. 

Just 2 miles down the road from Inspiration’s 
new facility in Croydon we then visited 
chemicals company Zotefoams. By contrast, 

   We find these 
opportunities to “kick 
the tyres” of great value, 
offering greater insight into a 
company’s activities.

Inspiration Healthcare: New Manufacturing Centre

Inspiration Healthcare: SLE6000 ventilator Zotefoams: Range of customer products
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Zotefoams first moved to this site in 1935.1 and 
it remains the company headquarters and main 
manufacturing site today. Zotefoams’ products 
and technologies are based around unique, 
environmentally friendly processes which are 
believed to be superior in strength, consistency, 
quality, and purity to foam products produced 
by any other method. The company is held in 
both our CFP Castlefield Sustainable UK Smaller 
Companies and CFP Castlefield Sustainable UK 
Opportunities funds, fitting into our Resource 
Efficiency positive theme.

We were shown examples of customer end 
uses of Zotefoam product which ranges from 
trainers to healthcare. We received a tour of the 
site and were able to follow the unique process 
from start to finish, from the raw material inputs 
to the extrusion, impregnation with nitrogen 
gas and expansion of the sheet product. It also 
presented the opportunity to talk to management 
about vital health & safety practices on site. Such 
a visit brings to life the qualities of Zotefoam’s 
product and specifications for customers as well 

1.  https://zotefoams100.com/#timelinetop

2.  https://www.londonstockexchange.com/news-article/CML/cml-plans-for-new-business-hub-at-oval-park/15642933

as the intricacies of the manufacturing process.
Our final investee company site visit 

during the period took us to Langford, Essex, 
which is home to the headquarters of CML 
Microsystems. CML develops semiconductors 
for global communications markets for use in a 
range of products, such as private mobile radio 
in transportation to critical infrastructure. It 
fits into our Sustainable Infrastructure positive 
theme and is held within our CFP Castlefield 
Sustainable UK Smaller Companies Fund.

CML has owned the 29-acre site for over 
20 years and have historically manufactured 
components here. Today, with manufacture 
now outsourced, the 80 employees on site 
are focused solely on designing and testing of 
products. The company recently announced 
plans for the transformation of the site into 
a new business development hub including 
offices, warehousing and R&D facilities expected 
to bring over 200 jobs to the district by 2024, 
marking a milestone in the Group’s strategy to 
dispose of excess land and could well prove to 

be positive for shareholders too.2 
CML prides itself on the quality of its 

components. The visit highlighted the rigour 
and multi-faceted testing conducted on its 
components before shipping to customers, 
covering a vast range of quality control, 
environmental and stress testing of product. We 
also met members of the design team and took 
the opportunity to cover off various governance 
topics with senior management.

We find these visits to be extremely valuable 
in our ongoing engagement and research. 
We are pleased to be back on the road visiting 
companies again and have further visits with 
investee companies planned in the coming 
weeks and months.

Written by David Elton 

CML: Wafers and communication semiconductors

CML: Component test equipment
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As investors, we believe that we have a responsibility to our clients, 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 
stance. 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; they are made publicly available on our website, as is our 
full voting history.

RESOLUTIONS

Number of resolutions where votes were cast For 337 87.7%

Number of resolutions where votes were cast Against 48 11.2%

Number of resolutions where votes were Abstained 5 1.2%

During the quarter, we voted at 34 meetings hosted by our investee 
companies, with a total of 390 resolutions. 

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, which we will always vote against, is the request to hold 
meetings with just 14 days’ notice, as 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: Items in this 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. 

VOTING 
ACTIVITY:
Q3 2022
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Resolutions during the quarter by category and how frequently we voted against or abstained:
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Spotlight: Voting Trends 2022

1.  https://equiniti.com/uk/news-and-views/eq-views/mid-season-agm-review-2022-part-one-proxy-voting-season/

2.  Ibid

With the majority of the year’s voting activity now behind us, we wanted to take a moment to reflect on the trends we’ve noticed this year compared to 2021 
and 2020, both in our own voting and wider market. 

Firstly, this year has seen something of a return to normal, compared to 2021, which was heavily impacted by the pandemic. In particular, the significant 
increase in special meetings seen last year has returned to more routine levels.1

Secondly, we have observed that the level of opposition we see from shareholders is increasing on director appointment resolutions, while the level of 
support from proxy advisors – companies who provide voting research and recommendations for investors – remains relatively stable.2  We are pleased 
to see a growing base of investors taking these considerations into account when voting for Board members of their investee companies. There are a 
number of reasons why we might opt to abstain or vote against, such as independence or over boarding (i.e. where a director holds an excessive number of 
appointments). We may also choose to vote against certain directors if they are deemed to be responsible for an area that we do not believe the Board has 
managed effectively, such as diversity or succession planning. 
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Looking at how companies manage their own 
environmental, social, and governance (ESG) 
risks and opportunities can be illustrative 
of a company’s corporate culture. We look 
for companies with strong governance 
and a positive culture, but the latter can be 
harder to quantify when we are looking for 
potential investments, so we use a company’s 
governance structure for ESG issues to allow 
us to assess whether a company is taking long-
term sustainability seriously.

What does good internal ESG 
governance look like?

Organisational ESG risks should be addressed 
and identified at all levels of a business. The 
vast majority of ESG risks are simply business 
risks which incorporate a business’ impact on 
a wide range of stakeholders. They should be 
assessed and mitigated using the same level of 
rigour as any other risk identified by a business 
and companies should already have existing 
structure – such as risk committees – to be able 
to address them.

We also look to assess the level of 
involvement of senior leadership as we believe 
that for good internal governance structures 
to result in successful governance practice, 
genuine commitment demonstrated by those 

in leadership positions is essential. Without 
that, policy documents will always subscribe to 
the lowest common denominator and are not  
a substitute. 

As investors, we are often speaking to 
company executives or investor relations teams, 
and through these meetings we can get a sense 
of how involved the senior leadership team 

is in considering the long-term sustainability 
credentials of their organisation. These issues 
can vary widely from sector to sector and can 
be very complex subjects, but regardless of 
the specific challenges a business may face, 
we are always impressed to see members of 
the executive team who are passionate about 
sustainability and how they believe they can 
make a difference. In our experience, this is 
becoming more and more common, as the 
profile of ESG issues more widely has been 
raised by all kinds of stakeholders. 

We are keen to look past the policy 
statements to get a real sense of how an 
organisation is grappling with its own ESG 
risks and opportunities, to seek investments in 
companies that are doing much more than the 
bare minimum.

Written by Amelia Overd

ESG GOVERNANCE

  We use a company’s 
governance structure for ESG 
issues to allow us to assess 
whether a company is taking 
long-term sustainability 
seriously.

   Regardless of the 
specific challenges a 
business may face, we are 
always impressed to see 
members of the executive 
team who are passionate 
about sustainability and how 
they believe they can make a 
difference.
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ADDITIONAL 
NOTES

With effect from 1 July 2022, the following name changes took place:

CFP Castlefield B.E.S.T Sustainable European Fund was renamed CFP Castlefield Sustainable European Fund

CFP Castlefield B.E.S.T Sustainable Portfolio Growth Fund was renamed CFP Castlefield Sustainable Portfolio Growth Fund

CFP Castlefield B.E.S.T Sustainable Portfolio Income Fund was renamed CFP Castlefield Sustainable Portfolio Income Fund

CFP Castlefield B.E.S.T Sustainable UK Opportunities Fund was renamed CFP Castlefield Sustainable UK Opportunities Fund

CFP Castlefield B.E.S.T Sustainable UK Smaller Companies Fund was renamed CFP Castlefield Sustainable UK Smaller Companies Fund



    18  O c t  2022

13



INVESTMENT MANAGEMENT

C A S T
L E F I
E L D

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

R
G

ST
R

CI
P/

26
10

22

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. 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.


