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RESPONSIBLE INVESTMENT AT QUILTER CHEVIOT

I NT ROD U CTION
This is our latest quarterly report outlining our
engagement and voting activity with companies
we invest in.

This is how we define different aspects of this
larger topic:

Our client base is a mix of private client portfolios,
small pension funds, trusts and charities; given
this we have a long tail of small holdings which
represent legacy and cherished positions. It
would be impractical to vote on all our equity and
investment trust positions and therefore we have
chosen to focus on our largest and most widely
held positions where we can have most influence.
Given the nature of our predominantly UK client
base, these are UK listed equities and investment
trusts. We may look to expand the voting universe
in the future.

Ethical investment:
based on client requirements
Created on a client by client basis and
informed by their specific ethical policies

Responsible investment:
for all our discretionary clients
We vote and engage with companies on
environmental, social and governance
matters

Where clients wish to vote their holdings in
a specific way we will do so on a reasonable
endeavours basis; this applies whether the
investment is in the core universe or not, and also
to overseas holdings. We have ensured that 68
clients were able to instruct their votes over the
last quarter.

Sustainable investment: Climate
Assets Fund and strategy

We use the ISS proxy voting service in order to
inform our decision making, however we will not
automatically implement its recommendations.
When we meet a company to discuss governance
issues the research analyst does so alongside the
responsible investment team as we are committed to
ensuring that responsible investment operates within
our investment process rather than apart from it.

Five key themes: low carbon energy,
food, health, resources and water

Contact:

For information regarding our approach to
responsible investment, including our response
to the UK Stewardship Code and our voting
principles, please visit our website: https://
www.quiltercheviot.com/uk/private-client/
why-quilter-cheviot/responsible-business/
responsible-business-for-investment/

Gemma Woodward
Director of Responsible Investment
e: gemma.woodward@quiltercheviot.com
t: 020 7150 4320

The topic of responsible investment
(environmental, social and governance factors)
has captured significant attention so far in 2019.
Both media, and more importantly, regulators
have turned their attention to the topic resulting
sometimes in confusion for investors as the jargon
proliferates.

Greg Kearney
Responsible Investment Analyst
e: greg.kearney@quiltercheviot.com
t: 020 7150 4147
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E NGAG EM ENT
We actively engage with companies on a number of issues, particularly those relating to remuneration
and board composition. We use ISS as our proxy voting service provider and based on our responsible
investment principles, ISS provides recommendations on each resolution companies put forward to
shareholders. We do not always follow the ISS recommendations as we believe it is important that as
responsible investment is integrated into our investment process, Quilter Cheviot makes up its own
mind. In all cases where we have a concern regarding a company we make contact to discuss the
issues ahead of the AGM.
Below we have outlined some examples of our engagement during the three months to the end of
September 2019. At a number of these meetings we questioned boards of funds as to how they hold
the underlying investment adviser to account over environmental, social and governance (ESG) issues.
Real estate fund
This was a general catch up with the chair to
discuss the board as well as the Fund’s ESG
approach.

award is very high and that consideration be
given to potentially reducing the maximum payout and adjusting the stretch targets. There will
be a new policy in 2020 and feedback will be
sought. We supported management but await
the new policy with interest.

The board has put in place a succession plan
and we agreed that any addition to the board
needs to be for a reason rather than just for the
sake of it. However if the board is going to hold
the investment adviser to account on ESG, then
maybe someone with a skillset in this area would
be a suitable addition to the board.

Private equity listed fund
This was to meet the incoming chair and new
member of the board. We discussed a number
of topics including the discount and the board
composition. As regards the discount the board
believes that the Fund needs to up its game in
terms of marketing, the website and also create
a stronger marketing strategy to potential
investors.

In regards to NED shareholdings we felt that two
of the NEDs should increase their holdings to
the equivalent of one year’s salary and that this
should be emphasised during the recruitment
process of new NEDs. We suggested that an
external board evaluation would be a good idea
given the changes the Fund is going through in
regards succession.

The investment adviser now has one board
representative; we still have concerns that this is
a voting member who has been in situ for twelve
years. Another area that we discussed was that
all the board members are on all the committees
and raised the issue of group think. The new
chair will mull over these thoughts.

The Fund has an ESG policy however our
concern is how the board holds the investment
adviser to account over this policy. We will keep
track of how this evolves.

Whilst the investment adviser has an A+ rating
from the UNPRI, the Fund’s documents are very
light on ESG content. We urged them to include
more detail and pointed out this could be an
attractive marketing point. Additionally we asked
how the board holds the investment adviser to
account over its ESG policy. It was agreed that
this should been communicated more clearly.

Telecoms company
We had concerns regarding the level of shares
being awarded under the LTIP, which was a
higher amount than that awarded in the previous
year, despite a material fall in the share price
and a significant dividend cut. The CEO and
CFO then voluntarily took a 20% cut to the LTIP
award. We continue to feel that the maximum
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Guernsey listing
We have been asking funds which are domiciled
in Guernsey whether they have reviewed this
position and the impact a move onshore would
have on investors.

In terms of integrating ESG the Fund has stated
that the board and investment adviser “intend
to establish a number of appropriate policies to
demonstrate to shareholders how the Company
takes into account the risks associated with
climate change”. The goal is that this is in place
by 2020. The statement in the report and
accounts is more granular than most funds we
have seen recently. There has been a climate
review of the existing portfolio and any ‘red flag’
investments will then either be sold or put into
a segregated part of the portfolio to run off.
The chair is taking responsibility for this and is
a member of Chapter Zero - a director’s climate
forum to prepare NEDs to address the risks/
opportunities presented by climate change.
Finally the investment adviser recently became a
UNPRI signatory.

Healthcare fund
This was our second meeting of the year with
this Fund which had recently appointed a new
Chair. We have some concerns about whether
the board provides enough challenge for the
investment adviser and have urged the board to
undertake an external evaluation particularly as
the board succession needs to be addressed.
We reiterated our view that there should be full
transparency of all long holdings made available
to all investors at least annually.
Infrastructure fund
This was a regular review with the chair. We
discussed a number of issues including the
role of the two consultants to the board, NED
shareholdings and succession planning, as well
as the new ESG integration and climate change
policy.

Technology company
We have met both the chair of the remuneration
committee and the chair of the board this year to
discuss our views regarding the proposed policy
which moves away from the billings and cash
as metrics for rewarding annual performance
towards revenue and profit measurements. We
are uncomfortable with this measure as it may
reward executives for the same performance
(as billings are revenue further down the line).
Revenues and profits will also be a significant
component of LTIP, which again risks double
counting. The revised remuneration policy
retains the unorthodox equity reward structure
of the LTIP and retains significant provisions in a
change of control event.

In order to maintain the Guernsey domicile
at least 50% of the board must be Guernsey
residents. Given the small pool of potential NEDs
with relevant experience in Guernsey, the board
thought it would be more effective to employee
two additional consultants to the board who are
both UK residents. Unfettered by general board
work they are able to provide focussed analysis
of specific credits and other tasks, which they
can then feed back into the board.

We continue to be bemused with the way in
which the board uses US tech remuneration as
a comparator to justify executive pay however
then uses the FTSE 250 index (exc. investment
trusts) as its TSR comparator, despite our
suggestion that a more appropriate peer group
would include US peers. We voted against the
new policy.

There is a succession plan where the first NED
will step down in 2021; there may be some
overlap of additional NEDs during this time to
ensure a smooth transition.
Two of the NEDs have shareholdings below the
usual level (equal to a year’s salary for a NED) we
suggested that this might be a focus for future
appointments.
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VOTING
Over the third quarter we voted at:

40
COMPANY
MEETINGS
VOTE

vote against remuneration report

VOTE

vote against remuneration policy

It is important to note that on a number of occasions having engaged
with the relevant company we did not follow ISS’ recommendations.
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GLOSSARY
Over-boarded: Where non-executive directors
are deemed to have a potentially excessive
number of non-executive positions and the
concern is whether they have sufficient time to
contribute to the board of the company

Clawback (and malus): Incentive plans should
include provisions that allow the company,
in specified circumstances, to ensure that a
recipient:
•

•

forfeits all or part of a bonus or long-term
incentive award before it has vested and been
paid – this is called ‘malus’ and/or

Pre-emption rights: These give shareholders
first refusal when a company is issuing shares

pays back sums already paid – this is called
‘clawback’

Premium listing: This was previously known as a
primary listing for the London Stock Exchange.
A company with a premium listing is expected
to meet the UK’s highest standards of regulation
and corporate governance

Disapplication of pre-emption rights: Existing
shareholders do not have first refusal on new
shares and therefore their holdings will be diluted
Long-term incentive plan: Different companies
will give different names to these – essentially
these are equity-based variable awards which
are subject to meeting specified performance
metrics. The performance period should be at
least three years and it is preferred that there is
an additional holding period

SID (Senior Independent Director): The SID
position is taken by an independent NED.
The SID often plays a critical role in ensuring
communication channels are open between the
board and shareholders.
Tender – bid waiver: This is the right to waive
the requirement to make a general offer under
rule 9 of the Takeover Code

NEDs (Non-Executive Directors): These are
directors who act in advisory capacity only,
however they should hold the executive directors
to account. They are not employees of the
company, however they are paid a fee for their
services

Total shareholder return (TSR): Is a measure
of the performance of a company’s shares; it
combines share price appreciation and dividends
paid to show the total return to the shareholder
expressed as an annualised percentage.
UNPRI (United Nations’ Principles for
Responsible Investment): It works to
understand the investment implications of
environmental, social and governance (ESG)
factors and to support its international network
of investor signatories in incorporating these
factors into their investment and ownership
decisions.
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O U R OFFICES

GLASGOW OFFICE
Delta House
50 West Nile Street
Glasgow G1 2NP
t: +44 (0)141 222 4000

EDINBURGH OFFICE
Saltire Court
20 Castle Terrace
Edinburgh EH1 2EN
t: +44 (0)131 221 8500
LIVERPOOL OFFICE
5 St Paul’s Square
Liverpool L3 9SJ
t: +44 (0)151 243 2160

BELFAST OFFICE
Montgomery House
29-33 Montgomery Street
Belfast BT1 4NX
t: +44 (0)28 9026 1150

MANCHESTER OFFICE
4th Floor, The Pinnacle
73 King Street
Manchester M2 4NG
t: +44 (0)161 832 9979

EDINBURGH

QUILTER CHEVIOT EUROPE
Hambleden House
19-26 Lower Pembroke Street
Dublin D02 WV96
Ireland
t: +3531 799 6900

GLASGOW

LEEDS OFFICE
2nd Floor, Toronto Square
Toronto Street
Leeds LS1 2HJ
t: +44 (0)113 513 3933

BELFAST

DUBLIN

BRISTOL OFFICE
3 Temple Quay
Temple Way
Bristol BS1 6DZ
t: +44 (0)117 300 6000

LEEDS
LIVERPOOL

MANCHESTER

LEICESTER

BIRMINGHAM

LONDON

BRISTOL
SALISBURY

SALISBURY OFFICE
London Road Office Park
London Road
Salisbury SP1 3HP
t: +44 (0)1722 424 600

JERSEY

LEICESTER OFFICE
1st Floor
7 Dominus Way
Leicester LE19 1RP
t: +44 (0)113 513 3933
BIRMINGHAM OFFICE
8th Floor, 2 Snowhill
Birmingham B4 6GA
t: +44 (0)121 212 2120

LONDON OFFICE
Senator House
85 Queen Victoria Street
London EC4V 4AB
t: +44 (0)20 7150 4000

INTERNATIONAL & JERSEY
3rd Floor, Windward House
La Route de la Liberation
St Helier
Jersey
JE1 1QJ
t: +44 1534 506 070

To find out more about Quilter Cheviot or how we can help you, contact us on
020 7150 4000 or marketing@quiltercheviot.com

quiltercheviot.com
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QCB071(10/2019)
(11/2021)
QCB059

Investors should remember that the value of investments, and the income from them,
can go down as well as up. Investors may not recover what they invest.
Past performance is no guarantee of future results.
Quilter Cheviot Limited is registered in England with number 01923571, registered office at Senator House, 85 Queen Victoria Street,
London, EC4V 4AB, England. Quilter Cheviot Limited is a member of the London Stock Exchange; is authorised and regulated by the
UK Financial Conduct Authority; has established a branch in Jersey and is regulated under the Financial Services (Jersey) Law 1998
by the Jersey Financial Services Commission for the conduct of investment business in Jersey and by the Guernsey Financial Services
Commission under the Protection of Investors (Bailiwick of Guernsey) Law, 1987 to carry on investment business in the Bailiwick of
Guernsey. Accordingly, in some respects the regulatory system that applies will be different from that of the United Kingdom.

quiltercheviot.com

