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RESPONSIBLE INVESTMENT AT QUILTER CHEVIOT

I NT ROD U CTION
Welcome to our report of voting and engagement activity for the second quarter of 2021.
From 1 July 2021 we will be expanding our voting universe to include our centrally monitored US and
European equity holdings. This further addition to our voting universe will mean that since we introduced
our voting principles in March 2017, our voting universe has increased by 350% and covers all our centrally
monitored equity and investment trust holdings, as well as those holdings in the UK where we own 0.2%
of market cap or £2million on behalf of discretionary clients.
We use the ISS proxy voting service in order to inform our decision making, however we do 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 is integrated within our investment process rather than apart from it.
•

For information regarding our approach to responsible investment, including our response to the UK
Stewardship Code and our voting principles, please visit our website.

•

Under the Shareholder Rights Directive II (SRD II) we have updated our Shareholder Engagement
Policy.

•

We disclose all votes placed, as well as rationales for where we have abstained or voted against
management, and identified where we have voted differently to the recommendations from ISS (our
proxy voting adviser). For further information please visit our website.

•

This report covers the high level voting statistics alongside details of the engagements that took place.
For granular detail on how we voted at each annual general meeting (AGM) please visit our website
here.

Lastly, this report includes a look into how to solve the discretionary fund manager’s environmental, social
and governance data problem, Taiwan’s devastating drought and the urgency of climate risk management
and Amazon’s march to net zero. We have highlighted our response to the Charity Commission consultation
on charity responsible investment guidance, we look at eco-friendly and sustainable energy as well as the
agenda of the recent G7 meeting.
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RESPONSIBLE INVESTMENT AT QUILTER CHEVIOT
Responsible investment and ESG integration – for discretionary clients
We vote and engage with companies and fund managers on environmental, social and governance
(ESG) matters. Integrating ESG considerations into our investment process can have direct and
indirect positive outcomes on the investments we make on behalf of our clients.
We take a more targeted approach for clients who want their portfolios to reflect their specific interests
or preferences:
Sustainable investment – the Climate Assets Fund and strategy
Investing in the growth markets of sustainability and environmental technologies, with a strong
underpinning of ethical values. The strategy is fossil fuel-free and invests in global equities, fixed
interest and alternative investments. Five positive investment themes are at the heart of the stock
selection: low carbon energy, food, health, resource management and water.
A funds based approach - Positive Change
A pragmatic approach that combines funds that invest with a sustainability focus or for impact,
with funds managed by leading ESG practitioners. Meaningful engagement by fund houses
with company management prioritised over formal exclusions on the basis that engagement
can encourage change where it is needed most.
Ethical and values-oriented investment (ESG screening) - client specific
This is incorporated on an individual client basis, informed by their specific ethical preferences.
These will vary from client to client and will focus on sectors, industries or individual companies.
Contact:
Gemma Woodward
Director of Responsible Investment
e: gemma.woodward@quiltercheviot.com
t: 020 7150 4320
Greg Kearney
Responsible Investment Analyst
e: greg.kearney@quiltercheviot.com
t: 020 7150 4147
Nicholas Omale
Responsible Investment Analyst
e: nicholas.omale@quiltercheviot.com
t: 020 7150 4321
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ENGAGEMENT
Below we have outlined some examples of our engagement during the three months to the end of June
2021. In line with the Shareholder Rights Directive II (SRD II) disclosure regulations we have, in the
majority of cases, included the name of the company or fund. In some cases we will not, as this would be
unhelpful in the long-term to the ongoing engagement process.
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 responsible investment is
integrated into our investment process, and that 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
Annual General Meeting (AGM).
Rio Tinto PLC
Objective: To discuss executive remuneration and the
Juukan Gorge incident.
We spoke with the Chair of the board to discuss how
the company was improving procedures and managing
the negative impacts of the recent destruction of two
culturally significant sites at the Juukan Gorge mine. We
raised concerns around an appropriate level of malus
and clawback being applied to the previous CEO’s
remuneration in the wake of the Juukan Gorge incident.
From the perspective of the board, Juukan Gorge reflected
inadequate risk management, which is why all three
executives responsible for implementing the company’s
risk framework had their employment terminated. Prior to
the Juukan Gorge event there was clearly a gap in policy
and implementation. To close this gap, the firm introduced
an integrated heritage management plan and has
systematically worked to increase all front-line managers’
cultural awareness of aboriginal sites.
Outcome: Based on our conversation, we were comforted
by the comprehensiveness of the review into the incident
and the processes being established to mitigate the risk
of future controversies. However, we did not believe there
was an appropriate adjustment to the outgoing CEO’s
2020 remuneration and voted against the remuneration
report in 2021 as well as the re-election of the nonexecutive director (NED) who chairs the sustainability
committee. Less than 40% of voting shareholders
supported the report and over 25% voted against the reelection of the NED.

remuneration report. Over 38% of votes cast were against
the report and the company has said it will consult further
with shareholders on the matter.
Glencore
Objective: To discuss the new remuneration policy
proposal.
The LTIP will be switching from a variable performancebased plan to restricted share units. We are concerned
that the total quantum (and particularly the guaranteed
element) is too high relative to peers.
Outcome: We voted against the remuneration policy
as well as the resolution relating to the change in the
long-term incentive plan structure. Just under 20% of
shareholders voted against the LTIP and just under 26%
voted against the policy. The company has stated it will
undertake further consultations with shareholders.
Meggitt PLC
Objective:To discuss the new remuneration policy.
We opened a dialogue with the company regarding the
new remuneration policy being put forward at the 2021
AGM. The revised policy introduces non-performance
based restricted shares within the compensation mix, in
addition to a proposed increase in the normal maximum
LTIP opportunity. We raised concerns that the proposed
design of the policy would include an additional element
which has no performance parameters attached. We felt
that the company was unable to put forward a compelling
rationale to support this proposal.
Outcome: We voted against the remuneration policy as
did c.24% of the company’s shareholders. The board has
stated that it will consider the wide range of feedback it
received.

British American Tobacco
Objective: To discuss the remuneration report.
We raised concerns with the board over further salary
raises for the CEO and CFO (this is in additional to material
increases in the total compensation at the 2020 AGM).
This additional salary increase should be set in the context
of a significant protest vote against executive pay at the
2020 AGM (38% against).
Outcome: We did not believe shareholder concerns have
been appropriately addressed and voted against the

London Stock Exchange
Objective: To assess the proposed remuneration policy.
The new remuneration policy being proposed at the 2021
AGM caused us some concern given the 25% proposed
salary rise for the current CEO considering the Refinitiv
acquisition. Our external proxy voting adviser (ISS) raised
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concerns around whether the pay rise was merited (given
the additional costs of the acquisition) and that the
resulting salary would mean that the CEO’s compensation
would be materially above the median of the company’s
peer group. We undertook our own analysis with input
from our financials’ analyst, from this we concluded that
the peer group referenced by ISS was not in our view a
true reflection of the company’s closest comparators and
that relative to FTSE 30 (and FTSE 100) the proposed
salary is more in line with median.
Outcome: Given the Refinitiv acquisition, the size and
complexity of the company has increased, and although
the raise is material, we voted to support management.
Around 24% of shareholders voted against the resolution
therefore the company has announced it will undertake a
further consultation.

the 2021 AGM. The main topics discussed in the meeting
were net zero ambitions, ESG targets in executive
compensation and diversity and inclusion (D&I).
Outcome: Continue to monitor progress on integration of
ESG metrics into pay and progression towards net zero
targets.
Barclays PLC
Objective: To understand the company’s position against
a shareholder climate change resolution.
The resolution required the company to improve climate
commitments and reporting. This would also require the
company to set more detailed interim targets to phase
out financing of fossil fuels in line with the Paris Climate
Agreement (by 2050). It also directed the company to
report annually on progress and the methodology used
to measure this. Barclays has set out a high-level strategy
to be a net zero company (including Scope 3, which in the
case of a bank is primarily focused on its what it is financing)
by 2050 and has ambitions to bring that strategy in line
with the Paris Agreement as soon as possible. Barclays
has established several positive mechanisms, including
a climate committee that reviews all fossil fuel financing
deals. However, Barclays is still the biggest financer of
fossil fuels in Europe and the fifth largest lender in the
world to the coal industry over the past two years.
Outcome: We believe Barclays needs to accelerate
its progress and therefore supported the shareholder
resolution to encourage stronger commitments. 14% of
shareholders agreed with our position, with a further 12%
abstaining. We will continue to monitor Barclays’ progress.

Lancashire Holdings
Objective: Engagement regarding the upcoming AGM.
Prior to the 2021 AGM we discussed with the company our
view that the bonus outcomes were primarily driven by
the June 2020 share placing, which materially increased
the fully converted book value per share (FCBVS) which
is a key metric within the bonus determination. Notably,
the FCBVS measure is adjusted for dividends but not for
capital raises, therefore, we believe this is inconsistent
and could create a cynical environment where further
capital raises are pursued with the intention to ‘game’ this
metric. In our view the company was unable to justify the
position. Our proxy adviser also held concerns with the
issuance of equity, and the circumvention of shareholders’
pre-emption rights at the same time as an equity placing.
After discussions with our financials’ analyst we supported
management on the equity issuance item.
Outcome: Regarding the bonus outcomes, we raised
these concerns with the company, but no compelling
rationale has been provided to support the design.
We, therefore, voted against the remuneration report,
alongside c.38% of shareholders who voted. We voted to
support management on equity issuance items.

BAE Systems
Objective: To discuss the remuneration plans.
The company proposed a significant remuneration
increase for the CEO. The justification is around the
work the Remuneration Committee and the Board has
undertaken to assess the difficulties of hiring a new CEO
(in regards succession planning rather than any concrete
changes in personnel). Based on the findings the RemCo
elected to exercise its discretion in increasing his salary
(by 13%) and increasing the number of shares vesting in
his 2018 Performance Share Plan.
Outcome: We understood the rationale behind the
proposed increase in salary as a retention effort however
we disagreed with combining this with the amendment
to the LTIP vesting; therefore, we voted against the
remuneration report. Around 23% of shareholders took
the same stance as us.

Templeton Emerging Markets
Objective: General update on the investment trust.
A broad range of topics were covered including the
investment policy and board composition. One of the
NEDs has had to stand down owing to a new paid role,
however the board is hiring and remains mindful of
maintaining the right balance of diversity on the board.
Ahead of the 2021 annual report being published we asked
how the board is looking to develop the disclosure around
the investment team’s stewardship, engagement and ESG
integration. The Chair agrees that this is an important area
and that this will continue to develop - he noted that there
are different norms in emerging markets and investors
need to be cognisant of this, additionally it is not always
helpful to fully disclose all the details of engagements.
Outcome: Continue to monitor progress regarding ESG
disclosure that is specific to the investment trust.

Ocado Group PLC
Objective: To better understand their approach to
diversity at board and company level.
We held some concerns over the level of women on
the board which was only 17% prior to the 2021 AGM
(the lowest percentage in the FTSE 100). The company
provided some context on this figure, which was heavily
influenced by the recent resignation of a female NED from
the board. The process to find her successor was already
in place with a commitment to all short-listed candidates
being women. On a firm-wide level, Ocado’s approach
to diversity includes an internal bespoke mentoring
programme, participation in the 30% club for diversity
and graduate hiring with a focus on diversity and inclusion.

Persimmon PLC
Objective: Introductory meeting to the company’s new
remuneration committee chair.
This was a general discussion and included an update on
the remuneration policy and ESG metrics, in advance of
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To contribute to a more diverse talent pool, Ocado has
created a coding tool called ‘code for life’, which is geared
towards teaching children and particularly girls. This is
important because 80% of graduate engineers are male,
which limits the talent pool for the sector.
Outcome: We recognise the unfortunate timing which
has led to the sudden fall in the percentage of women
on the board and felt reassured that there will be a new
appointment to improve gender diversity. We will continue
to monitor the situation moving forward.

(KPIs) continue to be behind the market’s norms despite
commentary from the company in its previous annual
report that it would disclose specific target ranges and
payment scales against each KPI retrospectively. There
were also question marks surrounding the stretch of the
targets set and the alignment of bonus outcomes with
company performance.
Outcome: We did not feel that the company’s rhetoric
was being matched by disclosure or actions. Therefore,
we voted against the remuneration report. Nearly 35% of
shareholders voted against the resolution.

AstraZeneca
Objective: We initiated an engagement with the company
on executive remuneration levels in the context of
Covid-19.
For the second consecutive year, variable pay is being
significantly increased. While the company’s recent strong
run of performance is acknowledged, it is highlighted
that the CEO’s total variable pay opportunity will have
increased from 650% of salary to 900% of salary over the
course of two years. Specific to the 2021 AGM, a policy
vote to increase the annual LTIP opportunity from 550% of
salary to 650% of salary was proposed; the remuneration
committee (RemCo) also determined to increase his
bonus maximum from 200% of salary to 250% (this is
possible within the current policy). The company explained
the new policy was driven by the incoming chair of the
RemCo. Despite a policy being presented at the last AGM,
it was felt that total compensation needed to be brought
in line with leading European peers and take into account
the expanded scope of the role resulting from Covid-19
vaccination production and the Alexion acquisition.
Outcome: While we recognise that the scope of the role
has expanded over the past two years, the rationale is not
sufficiently compelling and we are not comfortable with a
new Remuneration Chair changing a three year policy we
voted to support last year. If a gap in pay needs to be closed,
we would expect to see a managed, well communicated
pathway. We voted against the remuneration policy.

Venture Life Group
Objective: Initial conversation with a small company.
We opened a dialogue with the company prior to the
2021 AGM and raised concerns over the vesting period for
the LTIP awarded. Contrary to best practice, the vesting
period is under three years and the options granted
do not have formal performance hurdles for vesting
(however like all traditional options, their valuation and,
hence, incentive is based on share price appreciation).
The company assured us that the sub-three year vesting
period for the LTIP award was exceptional and owing
to the company being in a closed period in March 2019
as it was progressing significant due diligence activities
associated with prospective M&A transactions, the
issuance was therefore delayed.
Outcome: This is a small holding and the first time we have
spoken to the company. We have strongly encouraged
the introduction of a base level underpin (preferably
related to TSR) into the LTIP and have been assured that
vesting of the LTIP will return to a three-year cycle. We
will monitor the situation moving forward by supporting
management at the 2021 AGM.
Intertek PLC
Objective: Engagement escalation.
We voted against the latest remuneration policy at the
2020 AGM, on the basis that CEO pension contributions
were not aligned with the wider workforce and there
did not appear to be a plan in place to create alignment
moving forward.
Outcome: As there is no change proposed, we voted
against the resolution for the second year in a row.

National Express
Objective: To understand the proposed salary increase
for the CFO at the 2021 AGM.
Our concern was that such an increase did not reflect
the business performance and stakeholder experience
recorded during the year. Furthermore, within the new
remuneration policy the maximum long-term incentive
plan opportunity for executive directors would increase
from 150% of salary to 200% of salary. Over the past 12
months, the company furloughed or temporarily laid off
80% of its workforce and took £54.9 million Covid-19
related government assistance funds. The rationale given
was around the retention of the CFO.
Outcome: While we recognise efforts to retain executive
talent, we did not feel we can support the increase
in remuneration in the current environment where
government support or furloughing schemes have been
utilised. We voted against the remuneration report and
the policy.

Investment Trust
Objective: For the manager to become a PRI signatory.
As a long-standing investor within the trust, we believe
that a manager of their size - operating within the public
equity, private equity and private credit/royalty markets
should be able to evidence its responsible investment
credentials through the PRI signatory status. Furthermore,
as the manager of an investment trust listed on the
London Stock Exchange we believe that not having PRI
signatory status is in the long-term likely to be detrimental
to the trust given that investors in the UK are becoming
increasingly focussed on investing in funds which clearly
disclose their approach to responsible investment. As
investors in the trust, we expect a Responsible Investing
Policy as well as a voting policy and outcomes to be
publicly disclosed.
Outcome: Ongoing engagement, the first phase being a
letter to the board and the broker.

Cairn Energy
Objective: We raised concerns related to remuneration
and the transparency of disclosures.
Disclosures around company Key Performance Indicators
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Belvoir
Objective: Seeking clarity regarding the market purchase
authority.
Concerns had been raised by our proxy voting adviser – as
in its view, insufficient disclosure has been given regarding
the maximum purchase price for the share repurchase.
We contacted the company and were assured the AIM
listing rules are being adhered to (as is common in these
disclosures), with purchases trading at no higher than 5%
above the trailing 5-day average price.
Outcome: This appeared to be more of a communication
issue, and we supported management on this item at the
2021 AGM.

not atypical (and to be expected) among other large
supermarkets, most of which have not applied upward
discretion to compensation, as a result bonus awards have
not been paid in FY 2020/21. We also believed the upward
revision to the bonus maximum is also very generous.
Outcome: We voted against the remuneration report as
did an overwhelming 70% of votes that were placed.
Ares Management Corporation
Objective: To evaluate and understand the structure of a
US company.
Ares Management Corporation qualifies as a controlled
company within the rules of the NYSE because Ares
Partners Holdco LLC beneficially owns more than 50% of
the company’s voting stock. The company has elected to
be exempt from having a majority independent board and
fully independent compensation, as well as nominating
and governance committees pursuant to the exemptions
afforded to controlled companies under these rules.
We discussed this with the company and although the
governance structure is not in line with publicly listed best
practice, it is permitted under the rules of NYSE and is
broadly in line with peers including KKR, Blackstone and
other private equity managers. The company is relatively
young and, in many ways, comparable to the dual listed
share class structure at some tech companies. The founder
controls 53% of the company and although listed, Ares,
shares many of the characteristics of a private company
and we do not see that this structure will change for some
time. There is not a formal remuneration committee as
compensation is not structured through a salary/bonus
type arrangement but through carried interest which is
set by the Conflicts Committee (made up of independent
board members). Additional independent board members
have been added in recent years.
Outcome: This is an ongoing engagement. We believe
our proxy adviser’s concerns stem from applying a
public listed governance framework without considering
the underlying structure. We will encourage further
governance improvements (such as improving the board’s
diversity) and will monitor developments moving forward.
We also strongly encouraged further engagement with
proxy advisers to better explain how the company’s
governance framework operates. We supported
management.

Jersey Oil & Gas PLC
Objective: We spoke to the company regarding an
ongoing independence issue related to the re-election of
the non-independent Chair at the 2021 AGM.
The chair currently sits on the Audit and Remuneration
Committees. This does not adhere to best practice as
these committees should be fully independent, the chair
is deemed to be non-independent owing to the grant of
share options in 2019. We discussed this with the company
and are aware that this is an AIM market early stage growth
company (this is a segment of the market where granting
of share options to NEDs is not unusual – although we
are not generally supportive of this). Additionally, the
company has appointed a new independent NED to add
to the relatively small board.
Outcome: This is an ongoing engagement. We have
expressed our strong preference for fixed salaries for
NEDs moving forward and voted to support the reelection of the Chair at the 2021 AGM.
Informa PLC
Objective: This was an escalation based on previous
engagement.
We engaged with Informa on remuneration, prior to last
year’s AGM, there has continued to be a significant delay
to the appointment of a new board Chair (exacerbated
by Covid-19). The initial timeline for the appointment was
the end of 2020, however this has not happened and
therefore the remuneration policy has also been delayed
as the new Chair is to lead this work.
Outcome: We voted against the re-election of the Chair
of the Remuneration Committee and against accepting
the remuneration report, given concerns around the lack
of company response to three consecutive large votes
against the remuneration reports/policies (c.40% dissent
at the 2021 AGM). The board also used discretion to adjust
in-flight performance conditions attached to the FY2018
LTIP awards, resulting in a significant vesting event where
awards would have otherwise lapsed.

Whitbread Plc
Objective: To understand the bonus deferral for 2020/21.
Our proxy voting adviser recommended voting to abstain
at the upcoming AGM on the remuneration report as there
are concerns over a potentially deferred annual bonus to
be awarded for FY2020/21in the following financial year.
We engaged to better understand the issue. There are
questions over the appropriateness of bonus payments to
executives where Covid-19 related government support
has been used and redundancy schemes implemented.
The abstention vote recommendation acknowledged
that no bonus payments have been made in FY2020/21,
as the company has carried over the achieved bonus
awards until FY2021/22, which may pay out subject to
the achievement of additional performance metrics. We
understand the concern regarding the concept of the
deferred annual bonus, but we do not agree with the
rationale of abstaining at this point as this is a forward

WM Morrison Supermarkets PLC
Objective: To understand the rationale for discretionary
awards.
We spoke to the Chair of the Remuneration Committee to
raise concerns over the upward adjustment to the annual
bonus award. The board explained the upward adjustment
as a reward for exceptional stakeholder performance
(early payment of suppliers, triple bonuses for workers,
no government support) and gaining of market share.
We noted that support for workers and suppliers is
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looking issue and, therefore, we will have the opportunity
to vote against the remuneration report next year, if
we are not happy with the outcome of the deferral and
achievement of any performance targets.
Outcome: We spoke with the company and voted to
support management on the remuneration report and
reassess the outcome at next year’s AGM. Over 35% of
votes were placed against the resolution. We will review
our position next year based on concrete information and
metrics.
Assura PLC
Objective: To evaluate the sustainability strategy.
Assura has a ‘SixBySix’ sustainability strategy which
focuses on six million benefitting from improvements to
and from its healthcare buildings. Additionally, it is looking
to minimise its impact on the environment. We were
keen to understand how their goals (attached to the UN
Sustainable Development Goals) were being measured
and progressed. This was a positive conversation and the
company is clearly very thoughtful about executing net
zero targets and progressing social impact measurements.
Given the nature of activities (funding primary healthcare
centres), alignment with positive social outcomes is
perhaps more straightforward, but measurement of
impact is still a nascent area. The company has made
more progress on setting and achieving specific measures
related to environmental targets. These include aiming
to achieve an EPC rating of B across the portfolio in the
next five years and recently completing a switch to 100%
renewable energy sources, as well as finalising plans for
a net zero carbon pilot project building. One of the key
barriers to monitoring of environmental and social impact
is the reliance on tenants providing data, something
Assura is looking to improve with increased engagement.
Outcome: Engagement for information. We are
encouraged with the developments and the formalisation
of an ambitious strategy and will monitor progress made
towards these targets moving forward.
BH Global and BH Macro
Objective: To discuss the future of the funds with the new
Chair.
Following several meetings with the chair of BH Global,
we met with the new chair of BH Macro, Richard Horlick.
Richard gave us his synopsis of the events of recent months
regarding discussions between Brevan Howard and the
BH Macro / BH Global boards, as well as commenting on
the future combined vehicle and the board’s focus going
forward. Our discussion included the diversity of the
board as well as Richard’s consideration of ESG in this and
his other board positions.
Outcome: We continue to evaluate and monitor the
ongoing governance.
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Q UART E R VOTING STATISTICS
Over the second quarter we voted at:

132
COMPANY
MEETINGS

VOTE

VOTE

vote abstain on approval
of ten-year equity plan

vote against
remuneration policy

VOTE

VOTE

vote against
re-election of NED

vote abstain
remuneration policy

VOTE

VOTE

vote abstain on
re-election of NED

vote against
remuneration report

VOTE

VOTE

vote against approval of
scheme of arrangement

vote against amendment of
performance share plan

VOTE

VOTE

vote against amend
articles of association

vote against
incentive plan

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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MANAGEMENT RESOLUTIONS VOTED IN Q2 2021
14%

With management recommendation
Against management recommendation

86%

TOPICS WHERE WE HAVE VOTED AGAINST MANAGEMENT IN Q2 2021
3%
31%

Audit and accounts 0%
Board structure 31%
Capital structure 0%
Corporate transactions 0%
Remuneration 66%
Shareholder rights/company articles 0%
Other business 0%
Shareholder proposals 0%
Environmental matters 3%
66%
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H OW DO YOU SOLVE THE
DFM ES G DATA PROBLEM?
Gemma Woodward, Director of Responsible Investment
Discretionary fund managers (DFMs) have an ESG problem. It’s not that there is a shortage of appetite
from investment managers to consider ESG factors, nor is there a shortage of demand from clients,
but we have a problem around the provision of ESG data and ESG reporting to each and every client –
numbering in the tens of thousands – when each portfolio is unique.
Incorporating a human touch is essential for
tackling the reporting challenge. DFMs hold
an awful lot of investments for their clients,
with the investable universe being larger still.
ESG considerations must be incorporated into
the whole investment selection process, from
research analysts up, and not just considered in
isolated pockets.

Reporting requires the provision of data on an
industrial scale. Product and fund providers can
achieve this scale as they just need to gather ESG
data for their product, which will be relevant and
useable for each and every investor in that fund.
Likewise, if you cater for the institutional market
then it’s a pretty nice life as you have the product.
DFMs, on the other hand, will have tens of
thousands of clients, each having their own
bespoke portfolio based on their own concerns
and preferences. Our investable universe is huge
and there will be a considerable challenge for
DFMs over the coming years in figuring out how
to report ESG information on each and every
portfolio to clients. Otherwise DFMs start to look
like the poorer relative, in ESG terms, despite the
fact that managers can offer a service much more
tailored to a client’s ESG preferences.

But, underpinning the reporting problem is another
challenge that still seems to be widespread, and
that is the ongoing confusion around definitions.
We still see confusion around the difference
between responsible investments and ethical
investments. Once more, what is ethical for one
person is completely different to someone else,
and as a consequence their ‘ethical’ investable
universe will be completely different. There can
be no meaningful ESG reporting without getting
to the bottom of what you will be reporting on to
your client, and whether it accurately reflects their
preferences.

Power of technology
So how can DFMs provide meaningful impact
reports to clients that provide an accurate picture
of their portfolio? Well, we believe the answer lies
in technology combined with the human touch.

There’s no denying DFMs are in a very good
place when it comes to providing high-quality
responsible investing services to clients. They can
spend a considerable amount of time with each
individual client to get to the bottom of their ESG
concerns to build a truly unique portfolio that is
bespoke to their preferences.

Technology is essential so that you can report
data on impact across tens of thousands of
individual portfolios in an accessible way without
it becoming overly burdensome.
Technology must also make the reporting process
as engaging as possible for clients. There is no
point developing an expensive reporting system
that provides a report to clients that is left to
gather virtual dust. It must be engaging and bring
to life the benefits of responsible investments,
while properly considering the risks.

However, it’s essential that DFMs get the reporting
right and provide meaningful data to clients on
the impact of their investment decision, as this is
where the true value lies and will encourage much
more engagement in the future, which can only be
a good thing.

Article first published in ESG Clarity, April 2021.
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TAI WAN’ S DEVASTATING DROU G HT
S H OWS THE U RG ENCY OF
C LI MAT E RISK M ANAG EMENT
Claudia Quiroz, Investment Director
Situated in Taiwan’s mountainous central region, Sun Moon Lake is the nation’s largest body of water
and a popular tourist attraction hosting open water swimming, lake-side hikes and tourist ferries.
This raises two important considerations for
investors and business managers.

A few weeks ago, the ferries stood still, and much
of the lake was reduced to a dust bowl, with grass
even growing on the parched lake floor.

The first is that climate considerations must
surely now be considered an essential part of risk
management. How reliant is your company or the
companies you invest in on finite natural resources
that are vulnerable to changing weather patterns?
How would they secure supply in the event of a
shortage?

Sun Moon lake became a symbol of Taiwan’s
devastating drought, which over 18 months
threatened the lives and livelihoods of many
following unusually light rainfall and unusually few
typhoons.
The lack of water quickly exposed the vulnerability
of many key supply chains. Semi-conductor
manufacturers were forced to truck in vast
quantities of water from other regions to maintain
chip production.

For governments, too, changing weather patterns
creates societal challenges. How do you plan on
navigating the distribution of resources once they
become scarce, particularly for a commodity as
essential as water?

Taiwan Semiconductor Manufacturing Company
(TSMC), for example, is reported to use around
80 swimming pools worth of water each day for
its production in Taiwan and will be competing
with other businesses and communities for the
precious natural resource. Beyond computer
chips, water is also an integral part of most
industrial processes, including cooling, transport
and power generation.

We hear a lot about ensuring a ‘just’ transition,
meaning the need to ensure the shift to a more
sustainable economy is equitable and doesn’t
leave anyone behind. The distribution of natural
resources in a world of decreasing supply is going
to be a challenging task for governments in the
future.
The second consideration for investors and
businesses is more positive. The fact we have
finite natural resources means that companies
will be forced to do more with less, and in fact
will need to design innovative new processes
and technologies if we are to transition to a more
sustainable world.

While rainfall did eventually increase in Taiwan,
droughts will certainly not be a thing of the past.
Studies suggest that typhoons and spring rainfall
will both fall in Taiwan in the future, a by-product
of climate change.
As climate change continues to disrupt weather
systems and resource supply chains, this story
will be repeated across the world with greater
frequency. Combine this with an ever-increasing
population, requiring ever-increasing amounts
of resources and you have a recipe for climate
disaster.

According to the Organisation for Economic Cooperation and Development (OECD), nearly $6.7
trillion is needed by 2050 for water supply and
sanitation alone. Investment from both the private
and the public sector alongside government and
political support around the world is going to be
crucial.
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There will, therefore, be financial opportunities for
investors and businesses, but also the opportunity
to make a tangible contribution to the world in
which we live.
Seeing pictures of a dusty lake in Taiwan where
once stood a mighty body of water is incredibly
sad. But, it is even sadder still to know that it won’t
be the last time. From forest fires to droughts
and floods, extreme weather events are going
to become the norm, not the exception, and the
strain on our world’s precious natural resources
is going to define the political and economic
landscape for a long time to come. Climate risk
management is no longer a ‘nice to have’ but an
absolute necessity.

Article first published in Investment Week, June
2021.
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AMAZO N’ S M ARCH TO NET ZERO
Ben Barringer, Sanjay Patel and Harrison Williams, Equity Research Analysts
Through public momentum and policy implementation, large corporations have faced significant
pressure to improve their environmental impact as well as adapt their businesses to incorporate
sustainable alternatives to the energy and materials currently used. One sector in particular that is
driving this sustainable transition is the technology sector, notably where they source their energy.
We have witnessed an uptick in corporate Power
Purchase Agreements (PPA) where companies
are completing contracts with renewable energy
providers to supply energy at an agreed price for
decades at a time. This assures the company can
buy energy at a specific price for 10-20 years with
an upfront fee which enable the energy providers
to complete new projects such as developing
wind farms. One company which has been leading
this drive is Amazon, which also means there is an
opportunity for other companies to thrive as the
technology giant begins this transition.

Given Amazon’s abilities, there are a number of
companies it relies on to provide this service.
As a result, there are several businesses that will
help Amazon in this march to net zero and will
subsequently benefit as a result.

Amazon is a global powerhouse because of
its ecommerce business and booming cloud
computing operation. It has naturally taken
advantage of trends accelerated by the Covid-19
pandemic and as a result, its cloud business in
particular is involved in almost every element of
home life, from streaming to being able to work
from home and even ensuring education providers
were able to offer home learning.

Amazon is famed for its rush delivery concept with
its Prime service giving you next day delivery. This
can be an environmentally sensitive subject as it
often means vans going out under capacity and
packaging often being unsuitable or oversized.

As Amazon pushes to make its operations more
environmentally friendly, we have identified three
companies that investors may wish to consider as
we experience this drive by the technology giant.

DS Smith

We have all had deliveries that have come with
packaging that is far greater than the size of the
item we ordered, but this is becoming increasingly
rare. A lot of work is going into packaging and
there is a real drive for more environmentally
friendly solutions.

As such, it is innovative and agile, but this can lead
to accusations that it does not take sustainability
seriously. However, Amazon is currently embarking
on an ambitious strategy to go net zero by 2040
and drastically reduce its reliance on carbon.

DS Smith is a leading international packaging
player who is working closely with Amazon to
better work out the correct sizing and can offer
sustainable and plastic-free solutions. Risks
will remain about whether the step change in
e-commerce will slow down once when employees
return to work and also around rising paper prices,
which are a raw material input. However, the
research and development by Amazon will help
DS Smith in its wider business and further assist
them in their drive to become a more sustainable
company.

As part of this, it has bought 100,000 electric vans
and plans to expand its reliance on renewables
considerably in order to reach this target. However,
from an investment perspective, even Amazon
still comes with its risks despite the company’s
size, reputation and power. Investors must rely
on the continued adoption of cloud-computing,
e-commerce, regulation and competition to
maintain Amazon’s growth.
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EDPR

Schneider Electric

Data centres are very energy hungry and as such
need a huge amount of supply to help power
them. Increasingly often these energy supplies
are coming from renewable sources and we are
currently undergoing an upheaval of the energy
system, meaning those that can adapt quickly are
likely to thrive.

The green and data revolutions in technology
has wide ranging consequences for industrial
companies too. Energy management is becoming
a crucial consideration for the likes of Amazon as
it has thousands of data centres that need to be
kept up and running at all times of the day. Cloud
computing firms will not accept any loss in service.

Amazon has recognised the need to power its
operations through renewables and as such are
looking for PPAs, long-term deals with energy
suppliers, to give them certainty of its energy
supply through renewable sources over 20 years
or more.

This is where the likes of Schneider Electric
can help. It is a French company but a global
leader in energy management, selling the likes
of circuit protection and electrical distribution
infrastructure to Amazon. Given the importance
of data centres, its products need to be both
intelligent and robust, as well as providing more
environmentally friendly backup power should
things go wrong.

One company Amazon works with in this area
is Portuguese energy company EDPR, which
specialises in renewables and has a strong global
presence. PPAs are going to be a key driver for the
energy sector going forward as they give the likes
of Amazon that certainty that it has renewable
energy in place for a number of years, so we can
only see that relationship, and ones with other
giants, flourishing.

Schneider Electric is a global industrial business
with plenty of diverse end markets that grow at
varying rates during an economic cycle. China
has led the recovery so far although risks remain
if the baton of growth isn’t taken up in Europe
and the USA. However, the growth in data centres
has been remarkable and is only set to continue
which is good news for industrial companies such
as Schneider Electric and shows how vital it is to
Amazon’s work.

Investing in the renewable energy sector is
not without risks as the entrance of further
competition, including a number of big oil
companies, could put pressure on profitability. The
disciplined approach to project selection taken by
EDPR, however, should help reduce these risks.
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CH AR I T Y CO MM ISSION CONSU LTATION
O N C H ARITY RESPONSIBLE
I NVEST MENT G U IDANCE
Gemma Woodward, Director of Responsible Investment
Below is our response to the recent Charity Commission consultation questions regarding updated
responsible investment guidance.
1. As a result of reading this draft guidance, how
clear are you about the duties and good practice
that apply to decisions about a charity’s financial
investments, whether or not the charity adopts
a responsible investment approach?

and suggests a division between responsible
investment and financial investment, which is a
definition the industry is moving away from.
We would recommend that the Charity
Commission adopts the Investment Association’s
Responsible
Investment
Framework,
which
provides an industry-agreed framework for
responsible investment with supplementary
definitions to clarify various terminology and to
ensure consistency in the way that the industry
describe these products to clients.

In relation to Section 3 of the draft guidance
(“follow the law on financial investment”), we are
concerned that this section of the guidance could
potentially be misleading for charity trustees given
that the only established case law which sets the
precedent for how charities approach responsible
investment is the 1992 Bishop of Oxford Case. As
it currently stands, this case remains the only case
law on the topic and is itself subject to a campaign
for a judicial review.

Adopting
the
Investment
Association’s
Framework would make the language simpler
and easier to understand for charity trustees and
would minimise the confusion given that they will
be using the same terminology as the investment
industry.

2. As a result of reading this draft guidance,
how clear are you about what a responsible
investment approach is?
After reading the draft guidance, we are
concerned that it is not clear what a responsible
investment approach is given that the term is
not adequately defined, and in fact the guidance
uses various terminology, including ‘ethical
investments’, which could cause confusion for
charity trustees. Specifically, the Commission
states that ‘responsible investment’ used to be
called ‘ethical investment’, but this is potentially
misleading.

Furthermore, different investors have different
views on the ESG credentials of various investment
strategies. A universal rating system does not exist
and the ESG credentials of an investment product
is dependent on the data provision and the asset
manager’s research, among several other factors.
The Charity Commission guidance should ensure
there is more emphasis on the decision-making
process for the trustees. It needs to be clearer
that a charity’s responsible investment strategy
must have a link to the strategy of the charity and
not the personal views of the trustee.

In addition, under Annex 1 (“Technical terms
used in this guidance”), responsible investment
is defined as follows: “responsible investment is,
rather than just focusing on the financial return on
an investment, taking into account your charity’s
purposes and values when making financial
investments”. However, this is not the industrywide definition of responsible investment

We are seeing a trend whereby trustees’ personal
views are becoming a greater part of the
investment strategy setting process and unless
it is not explicitly stated, trustees may feel the
guidance provides them the opportunity to set
their own agendas. However, the investment
strategy must be a collective decision-making
process.
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5. In the section ‘Check if extra rules apply’,
we say that there are some situations where a
responsible investment approach can be taken
only if at least one of five tests is met. As a
result of reading this draft guidance, how clear
are you about when these tests are relevant to
the decision to take a responsible investment
approach?

3. Is the phrase ‘responsible investment’ an
appropriate term for the approach to investing
in line with a charity’s purpose and values?
In addition to the concerns surrounding
terminology as described in Question 2, the draft
guidance would benefit from further detail on the
need for an investment strategy that is focused on
‘avoiding’ various sectors to be holistic across that
charity’s activities.

Answering this from an investment manager
perspective, we feel that the statement “you
have clear and compelling reasons, supported by
evidence, about why your charity should follow
a responsible investment approach” is vague
and it would be helpful to provide charities with
examples of how this might be applied.

For instance, the draft guidance provides an
example in Section 2.1 of a heritage charity avoiding
investment in fossil fuels because the trustees
have evidence this would not be in the charity’s
best interests. But the investment strategy
must be complimented with a holistic strategy
elsewhere, for example with a plan on reducing
fossil fuel energy usage in office locations.

6. Do you have any other comments to make on
the draft guidance?

Furthermore, the Commission’s guidance would
benefit from referencing impact investing,
as defined in the Investment Association’s
Responsible Investment Framework. Impact
investing is a growth area, and we are seeing
more and more interest from charities given it is
often a natural fit for their strategy as a charity.
The guidance could provide a definition of impact
investments and state that an impact investment
strategy does not necessarily mean sacrificing
financial returns.

Under Section 3.4 (“Check if extra rules apply”),
the guidance makes reference to the specific
rules being in place for a permanent endowment
(and some other charities if specified) as they are
subject to a duty to invest. It states that “you must
aim for the best financial return within the level
of risk you have decided is appropriate for your
charity”.
However, it is not clear from the guidance what
the difference is between a charity that is subject
to a duty to invest and one that isn’t in terms
of aiming for the best financial return. It is also
implying that taking a responsible investment
approach is somehow linked to not achieving the
best financial return.

The guidance could provide more clarity on
social, programme-related and mixed motive
investment, and for what size of charity this type
of investment is appropriate for and where you
might get advice.

Furthermore, contained under Section 8.9 (“Can
a charity engage in stakeholder activism?”) is
the statement that “shareholder activism needs
to be related to [the charity’s] aims”. We believe
the guidance would benefit from an expanded
definition of what is meant by shareholder
activism, as well as clarification of what “related to
its aims” means in practice.

4. How confident would you be, as a result of
reading this draft guidance, that adopting a
responsible investment approach is a valid
option?
As an investment manager we feel that this
question is more pertinent to charity investors.

In addition, the updated guidance does not refer
to the changing regulatory landscape. Reference
to the development of regulation would provide
charities with an understanding of the direction of
travel in relation to the regulation of responsible
investments.
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TH E T R ANS I TION TO G REEN ISN’T
BL AC K AND WHITE - WILL THE
M OVE TO E CO- FRIEND LY BE JU ST
AS H ARM FU L AS BEFORE?
Gemma Woodward, Director of Responsible Investment
While we are encouraged to invest in eco-friendly and sustainable energy, many people question if the
move will be just as harmful as before.
While hardly renowned for his climate activism, the
prominent Brexit campaigner and Conservative
MP for Wellingborough, Peter Bone, struck
a chord when he sought advice from COP26
president Alok Sharma on buying an electric car
in Parliament a few weeks ago:

electric car, and a wind plant requires nine times
more minerals than a similarly sized gas-fired
plant.
In order for the world to reach the 2-degree
temperate limit set out in the Paris Climate
Agreement, the IEA reckons mineral demand from
clean energy technologies will need to quadruple
by 2040, and these technologies would constitute
90% of the global demand for lithium.

“Before buying an electric car, will he assure
me that the mining of cobalt and lithium isn’t
killing people in the mines, or would it just be
easier for me to buy a horse?”

To ensure supply keeps pace with demand, we will
need a whole lot more mining, which means more
population displacement, more biodiversity loss
and more energy usage to physically get these
minerals out of the ground and process them into
something usable. The same IEA report notes
the geographical concentration of these minerals
as well as the supply chain are also potentially
significant causes for concern.

The question was made in jest, as was the
response from the Minister, but the point was
deadly serious. As we’ve seen with the shift from
petrol, to biofuel, to diesel and now to electric
cars, how do we know we are making the right
consumption decision?
Is there a danger that consumers are being
encouraged to move from one harmful
consumption pattern to another, with the net
effect being that people and planet continue to
suffer?

Take Cobalt, for example. This key input in EV
batteries is primarily mined in the DRC, and miners
have faced accusations of human rights abuses
and child labour, and there are concerns around
the climate impact of the resource extraction.

For years, the global economy has relied on the
extraction, processing and consumption of fossil
fuels, a by-product of which is environmental
degradation and climate change. Moving to a
‘green’ economy powered by solar plants, wind
farms and electric vehicles will by no means be
the end of our environmental woes.

This all raises the important question of what
exactly is green anyway? Well, to answer the
question, we need a more nuanced view of carbon
and the green energy transition. There are many
different shades of green and it is important we
are aware of these nuances and intricacies. When
it comes to cars, for example, it is not simply a
case of petrol car bad, electric car good.

All these emerging industries rely on critical
minerals including lithium, cobalt and manganese,
all of which require extraction, processing and
transportation. The International Energy Agency
(IEA) has estimated that a typical electric car
requires six times the mineral inputs of a non-

And so investing in the green energy transition
should not in itself be considered a job well done.
It is important there is still investor scrutiny over
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what these ‘green’ technologies are doing to
improve their extraction processes, ensure high
labour standards and invest in new technologies
to improve the recycling of natural resource
inputs.
There is also an important point here for financial
advisers and investment managers. If an MP is
having concerns around whether they are actually
doing the right thing by going ‘green’, then there
is no doubt many others will too.
People may well ask themselves if there is
much point shifting their investments to a more
‘green strategy’ today if they will find out it is
actually more harmful tomorrow. This is where
that nuanced conversation on carbon would be
beneficial.
This is not to say that we should not do everything
in our powers to promote the green transition,
because we absolutely should. But it is not as
simple as we would perhaps like. Clean technology
is the future, but we must be mindful of the
impact of these emerging industries and have an
open conversation on the carbon impact of our
supposedly more sustainable choices.
A nuanced view of carbon is the only way we will
truly make progress in the journey to net zero and
avoid accusations of greenwashing in the process.
Almost as importantly, however, it will provide Mr
Bone and many others the certainty they need to
buy an electric vehicle, and not a horse.

Article first published in Investment Week, July
2021.
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R ES P O NS I BLE INVESTING DOM INATES
GRE EN AGENDA FOR G 7 LEAD ERS
Gemma Woodward, Director of Responsible Investment
The potential for investors to drive the world’s efforts to reach net-zero featured heavily at June’s G7
meeting. The way in which the G7 leaders travelled to the meeting did cause some raised eyebrows. The
runway at nearby Newquay airport was expanded to accommodate Air Force One, and Boris Johnson
chose to fly the 300 miles or so from London to Carbis Bay, rather than letting the train take the strain.
At the meeting in Cornwall, the leaders of the G7
nations – a group of the world’s largest advanced
economies – reinforced an earlier pledge by their
respective finance ministers to make climate
disclosures mandatory for listed companies.1
Given the importance the investment industry
places on integrating ESG (environmental, social
and governance) factors within the investment
decision making process, this is vital to ensure
investors can clearly identify the steps companies
are taking to reduce their negative impacts on the
environment, allowing them to more easily target
their capital where they think it will have the most
influence.
The G7 supports the use of the recommendations
on disclosure created by the Task Force on
Climate-related Financial Disclosure (TCFD); what
will be really helpful for investors is the use of a
consistent framework for assessing the climate
reduction goals of the businesses they invest in.

the remit for the Bank of England’s Monetary
Policy Committee was amended to reflect ‘the
government’s economic strategy for achieving
strong, sustainable and balanced growth that is
also environmentally sustainable and consistent
with the transition to a net zero economy’. 3
This strategy is aimed at ensuring the right
information
on
climate-related
risks
and
opportunities is available across the entire UK
investment eco-system – from companies in the
real economy, to financial services firms, and on
to end-investors.
Such initiatives, which are linked to international
efforts to ensure that similar information is
available in a consistent and coherent framework,
are vital in helping investors better target their
capital towards the most sustainable investments.
But the world can’t only rely on the private sector,
a factor also recognised by the G7 leaders at their
Carbis Bay summit in June.

Compelling developments
The UK has been increasingly proactive in pushing
for greater levels of disclosure by financial firms
in relation to climate-related data, with the Swissbased Financial Stability Board (which created
the above-mentioned TCFD) launched at the G20
summit in London in 2009.
More recently, in November 2020, the UK’s
government and regulators, including the Financial
Conduct Authority, produced a roadmap 2 towards
mandatory climate-related disclosures. In March

Lofty goals
The G7 nations – Canada, France, Germany,
Italy, Japan, the United Kingdom and the United
States – pledged to jointly raise $100 billion per
year via public and private sources through to
2025 to help developing countries adapt to global
warming. However, the same pledge was made
for the period 2009-2020 and the target was not
met – Covid-19 was the culprit. Additionally, there
are doubts that this is sufficient to change the dial.

1 https://www.reuters.com/business/environment/g7-backs-making-climate-risk-disclosure-mandatory-2021-06-05/ and https://
www.lexology.com/library/detail.aspx?g=ddfd7f2f-6f09-4b93-b486-2cc5552d5943
2 https://www.bloomberg.com/professional/blog/esg-assets-may-hit-53-trillion-by-2025-a-third-of-global-aum/
3 Remit for the Monetary Policy Committee - March 2021 (bankofengland.co.uk)
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Assisting developing nations is key to tackling
climate change, as investment directed towards
such countries can help them transition away
from fossil fuels more quickly.

world hit its net-zero target could court greater
levels of capital from investors.
The urgency with which humankind needs to
decarbonise its economy is widely accepted,
and the G7 leaders were left in no doubt about
this thanks to comments from renowned
conservationist Sir David Attenborough.

Ambitious goals are encouraging, but the G7
nations will have to work hard to meet them; only
Canada and Germany gave specific spending
pledges towards this effort, with the former
doubling its commitment to $4.4 billion over
the next five years, and the latter promising to
increase spending by €2 billion to €6 billion per
year by 2025. 4

“The decisions we make this decade – in
particular the decisions made by the most
economically advanced nations – are the
most important in human history”.
Simply put, all stakeholders must agitate for
transparent disclosure, as those leading the way in
terms of climate change mitigation will inevitably
attract greater investor support, creating the type
of feedback loop required to unleash the power
that the financial industry possesses to instigate
change. We need to see action not just words
from world leaders.

The leaders made progress by pledging to stop
subsidising new coal-fueled power generation in
developing countries from next year, something
close to US president Joe Biden’s heart.
Mr Biden highlighted that unabated coal power
generation is the “single biggest source of
greenhouse gas emissions globally”, and that
the transition away from this fuel source would
be supported by a $2 billion pledge from the US,
the UK, Canada and Germany, to support climate
investment funds focused on expediting the clean
energy revolution. 5

Action required ‘beyond doubt’
Since taking office, the US president has
proactively re-engaged his country with the
fight against climate change, instantly rejoining
the Paris Agreement and outlining his plan to
reignite the US economy largely through a green
revolution.
Some commentators have described his economic
and climate agendas as entirely interlinked; for
instance, his $2 trillion infrastructure plan includes
$174 billion to boost the electric vehicle market,
and $35 billion for research and development
on projects such as those focused on improving
carbon capture and storage.
Such a huge and vocal shift by the US, and other
nations, will likely create significant opportunities
for investors to back the companies involved in, or
linked to, this transition.
And amid the push for greater disclosure, those
firms that can most clearly demonstrate to
investors the efforts they’re making to help the

4 https://www.independent.co.uk/news/uk/politics/g7-summit-climate-aid-vaccines-b1865119.html
5 https://www.whitehouse.gov/briefing-room/statements-releases/2021/06/12/fact-sheet-g7-to-announce-joint-actions-to-endpublic-support-for-overseas-unabated-coal-generation-by-end-of-2021/
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GLOSSARY
Active Ownership: Where shareholders use voting
and engagement to influence the management of
companies with respect to environmental, social or
governance factors. Similar principles are also used
by investors in other assets classes such as fixed
income, private equity, or real estate.
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

•

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

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.
Engagement: Shareholders enter into purposeful
dialog with the management or Board of a
company with the intention of influencing corporate
behaviour. The issues covered can be wide ranging,
from corporate strategy, capital discipline, but also
environmental, social, or corporate governance
matters. Engagement is tool used in active
ownership and can be conducted by one investor
or a group of investors.
Environmental Factors: Issues related to the
environment such as resource, water and land
use, biodiversity, pollution, atmospheric emissions,
climate change, waste. This is the ‘E’ in ESG.
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Governance Factors: Issues relating to the
governance of an organisation, also referred to as
corporate governance, examples include board
composition, executive remuneration, internal
controls, balancing the interests of all stakeholders.
This is the G in ESG.
Long-term incentive plan (LTIP): A type of
executive compensation that pays out usually in
the form of shares company. The reward is linked
to performance metrics and the pay-out will be
calibrated in line with the achievement of these.
The quantum of the pay-out is linked to multiples
of salary.
Net Zero: A term that describes an activity, process
or organisation which creates no net emissions of
carbon dioxide. This can be achieved through use
of renewable energy, process changes or offsetting
carbon – or a combination of all these. Also referred
to as carbon neutral.
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.
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.
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Pre-emption right: These give shareholders first
refusal when a company is issuing shares. 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.

Stewardship: Stewardship is the responsible
allocation, management and oversight of capital to
create long-term value for clients and beneficiaries
leading to sustainable benefits for the economy, the
environment and society. When investing in equities
it involves proxy voting and active shareholder
engagement with company management.

Principles of Responsible Investment (PRI): The
world’s leading voluntary initiative on responsible
investment. Launched in 2006 it now has thousands
of investor signatories globally who commit to
adopt six principles for responsible investment and
report against these annually. Although voluntary
and investor-led the PRI is supported by the United
Nations.

TCFD: Acronym that stands for the Task Force on
Climate-related Financial Disclosures. The Financial
Stability Board created the TCFD to improve and
increase reporting of climate-related financial
information. Regulators are adopting TCFD and, in
particular, the UK regulator (FCA) is requiring firms
to apply these disclosure rules.
Tender – bid waiver: This is the right to waive the
requirement to make a general offer under Rule 9 of
the Takeover Code.

Proxy Voting: Where a shareholder delegates their
voting rights to be exercised on their behalf. Often
voting rights are delegated to investment managers
who exercise votes on investors’ behalf. Votes are
used to express shareholder opinions to company
management.

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.

Responsible Investment: Responsible investment
is a strategy or practice that incorporates
environmental, social and governance (ESG) factors
into investment decisions and ownership activity.

UN Sustainable Development Goals: The SDGs,
or the Global Goals, were adopted by all United
Nations Member States in 2015 as a universal call to
action to end poverty, protect the planet and ensure
that all people enjoy peace and prosperity by 2030.
There are 17 goals reflecting the most significant
challenges facing the world.

Restricted share plan: Some companies (and
indeed investors) prefer the use of these plans as
opposed to LTIPs (see above). The idea is that this
type of plan encourages long-term behaviours and
does not have the same use of targets that you
would see within an LTIP. Therefore, it is expected
that companies which adopt such an approach
award a lower amount than would be seen under an
LTIP which has a variable structure dependent on
performance outcomes.

Voting Rights: When an investor buys a share
in a listed company, that typically comes with
specific voting rights which can be exercised at the
company’s annual general meeting or extraordinary
meetings as a means of expressing the opinion of
the shareholder about how the company is being
managed. Typical issues upon which votes are cast
include executive pay, board appointments, mergers
or acquisitions, or sale of parts of the business and
company annual report and accounts. Also referred
to a proxy voting when voting rights are delegated.

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.
Social Factors: Issues relating to the relationship
between companies and people, such as their
employees, suppliers, customers or communities.
Examples of social issues of interest to investors
include health and safety, labour standards, supply
chain management and consumer protection. This
is the S in ESG.
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Investors should remember that the value of investments and the income from them, can go down as well
as up. Past performance is no guarantee of future returns. You may not get back what you invest. This
document is not aimed at giving you financial, legal or tax advice; if you are in any doubt as to its contents
you should seek independent advice.
Quilter Cheviot Europe Limited, trading as Quilter Cheviot and Quilter Cheviot Investment Management, is regulated by the Central Bank
of Ireland. Registered in Ireland: No. 643307. Registered Office: Hambleden House, 19-26 Lower Pembroke Street, Dublin D02 WV96.
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