
 

This document reviews the extent to which the Trustees of the Cabot Carbon Limited CaboSil Division 
Pension Plan (the “Plan”) have adhered to the policies and procedures set out in the Plan’s Statement 
of Investment Principles (“SIP”) dated September 2019. It covers reviews of the SIP, demonstrates 
compliance with the actions the Trustees sought to undertake (noting any areas where the policy was 
not followed and the reasons for this) and discusses the voting and engagement activity undertaken 
by the Plan’s actively managed funds over 6 April 2019 to 5 April 2020 (“the Plan year”). 

References herein to the actions, review work or determinations of the Trustees refer to activity that 
has been carried out either by the Trustee board or its investment advisers on behalf of the Trustees. 

Over the Plan year, the Trustees: 

• Updated the SIP in September 2019 to ensure compliance with the relevant regulatory 
requirements (including updates for changes in the investment strategy/policy). The SIP was 
also updated following the year-end to incorporate additional information on the Trustees’ 
policies in line with the Occupational Pension Schemes (Investment and Disclosure) 
(Amendment) Regulations 2019 requirements. 

• Adhered to all of the policies it had set out in the SIP. 

• Reviewed voting and engagement activity of the Legal & General Investment Management 
(“LGIM”), BlackRock, Schroders and Baillie Gifford funds that invest in equities. The Trustees 
were content that these managers have appropriately carried out their stewardship duties. 

The stewardship activities for funds that do not hold equity have not been reviewed, as there 
is limited scope to influence the practises of these issuers. 

Further details on each of these matters is presented in the pages that follow. 

 

 

 

 

 

 

 



 

 
The SIP was updated in September 2019 to disclose the Trustees’ policies regarding financially 
material matters, non-financial matters and stewardship, as required by the Pension Protection 
Fund (Pensionable Service) and Occupational Pension Scheme (Investment and 
Disclosure)(Amendment and Modification) Regulations 2018. 

Following the end of the Plan year (in September 2020), the SIP was updated to incorporate additional 
information on the Trustees’ policies in line with the Occupational Pension Schemes (Investment and 
Disclosure) (Amendment) Regulations 2019 requirements. Additional disclosures have been included 
to address the following areas in respect of the Plan’s investment managers: 

• How the arrangements incentivise the investment managers to align their investment strategy 
and decisions with the Trustees’ policies.  

• How the arrangements incentivise the investment managers to make decisions based on medium 
to long-term financial and non-financial performance of an issuer of debt or equity and to engage 
with issuers of debt or equity in order to improve their performance in the medium to long-term. 

• How the method (and time horizon) of the evaluation of the investment manager’s performance 
and the remuneration for asset management services are in line with the Trustees’ investment 
policies.  

• How the Trustees monitor portfolio turnover costs incurred by the investment managers, and 
how they define and monitor targeted portfolio turnover or turnover range. 

• The duration of the arrangements with the investment managers.  

• Trustees’ stewardship policy (voting rights, conflicts of interest & the capital structure of 
companies). 

 

 

 



 

 
This section sets out the various policies within the Plan’s SIP (dated September 2019, that was in place at the Plan year-end date) and the actions that the Trustees 
have undertaken in respect of them over the year to this date. We have noted a few actions that were taken following the Plan year-end that we feel are of 
relevance. 

SIP policy Comments 

1. Investment objectives and strategy  

The Trustees’ investment adviser is Quantum Advisory. Quantum Advisory are 
expected to advise on the investment of the Scheme’s assets and the SIP, and to 
provide training as required by the Trustees. 

 
The Trustees’ policy is to review their objectives and investments, and to obtain 
written advice (from the Scheme’s investment adviser) about them at regular 
intervals. When deciding whether or not to make new investments, the Trustees 
will obtain written advice, and consider whether future decision about those 
investments should be delegated to investment managers. Written advice will 
consider the issues set out in the Regulations and the SIP, including the following 
criteria:  

• the best interests of the members and beneficiaries; 

• security; 

• quality; 

• liquidity; 

• profitability; 

• tradability on regulated markets; 

• diversification; and 

• the use of derivatives. 
 
Prior to the appointment of an investment manager, the Trustees will seek 
appropriate advice from their investment advisers, and may, in certain 
circumstances, feel it necessary to undertake a manager selection exercise to 
better inform any decision. 

The Trustees have set strategic objectives for the investment adviser to ensure 
the Trustees’ requirements are clear and performance of the investment 
adviser is measurable. A review of the investment adviser will be undertaken in 
2020. 

The Trustees are in the process of undertaking a full review of the Scheme’s 
objectives and its investments. The Trustees will consult with the Sponsoring 
Employer on any proposed changes to the investment strategy.  

 

 

 

 

 

 

 

 

 

 

 

 



 

It is the Trustees’ policy not to hold any direct investment in the Sponsoring 
Employer. 

 
The Trustees monitor periodically, via Quantum Advisory, the performance of 
each investment strategy against its target or benchmark. The Trustees may 
decide to meet with the investment managers periodically in order to discuss 
performance or other changes which may impact on performance or risk. The 
appointment of any investment manager can be reviewed at any time if the 
investment manager is considered by the Trustees to be no longer suitable for 
the mandate for which it was appointed. 

 
The Trustees’ examine the charges levied by the investment managers. 

 

 

The Trustees will review the SIP at least every three years and without delay after 
any significant change in investment policy. 

The Plan did not hold any investments in the Sponsoring Employer at the Plan 
year-end date.  

 
The Trustees use LGIM, Baillie Gifford, Schroders and BlackRock as their 
investment managers, via the Scottish Widows (formerly Zurich) platform, who 
manage a range of funds the Plan uses.  

The Trustees periodically reviewed the performance of the funds available to 
members during the period, through quarterly reports issued by Scottish 
Widows. The Trustees identified concerns around the performance of some of 
the funds and have decided to review the wider investment strategy and funds 
used in light of these.   

The Trustees have reviewed the portfolio and transaction costs incurred over 
the year. These are reported in the DC Chair’s Statement. Whilst the Trustees 
do not have pre-defined targets for these, they appear reasonable. 
Furthermore, the default investment strategy was compliant with the charge 
cap on Member Borne Deductions of 0.75% p.a. 

The SIP was reviewed over the Plan year. Details on this are set out in section 1 
of this report. 

2. Responsible Investment 

Financially material considerations 
With specific regard to ESG factors, the Trustees consider how these are 
integrated into the investment processes when (i) appointing new Investment 
Managers; and (ii) monitoring the existing Investment Manager.  

The Trustees also periodically consider publicly available ESG related publications 
pertaining to the incumbent investment managers. 

The Trustees acknowledge that some of the Plan’s investments are implemented 
on a passive basis. This restricts the ability of the Investment Manager to take 
active decisions on whether to hold securities based on their consideration of 
ESG factors. The Trustees do however expect the incumbent managers, where 
relevant, to utilise their position to engage with companies on these matters. 

Financially material considerations 

The Trustees are going to consider ESG integration as part of the investment 
strategy review that is being undertaken. 

 
The Trustees did not formally review the investment manager’s publicly 
available ESG reporting during the period.  

 

The voting activity of the Plan’s investment managers is discussed in section 3 
of this statement. 

 

 

 



 

Stewardship 

The Trustees consider how stewardship factors are integrated into the 
investment processes when: (i) appointing new Investment Managers; and (ii) 
reviewing the existing Investment Manager. The Trustees have provided the 
appointed Investment Manager with full discretion concerning the stewardship 
of their investments.  

 

 

 

 

 

Non-financial matters 

The Trustees consider non-financial factors (where members have been 
forthcoming with their views) however the Trustees do not employ a formal 
policy in relation to this when selecting, retaining and realising investments. 

 

 

Stewardship 

The Trustees have reviewed the stewardship information prepared by the 
investment managers. The Trustees did not have any immediate concerns 
around the votes cast.  

The Trustees acknowledge that the voting practices of their investment 
managers will not necessarily reflect their views or those of the members and 
that they will have little, or no, influence on their investment managers’ voting 
practices. However, they will make their views known to their investment 
managers if they feel it is appropriate to do so, and in the event of frequent 
disagreement will review the suitability of retaining the investment manager in 
question.  

Further details of the investment manager’s voting policies and histories are set 
out in section 3 of this report. 

 
Non-financial matters 

No members have been forthcoming with their views during the period.  

3. Risk management 

The Trustees have identified a range of risks members face including: Inflation 
risk, Annuity conversion risk, Capital risk, Liquidity risk, Negligence risk and Mis-
statement risk. The investment strategy has been constructed in a manner that 
seeks to manage these. Furthermore, the Trustees manage these by: 

• Taking regular investment advice. 

• Ensuring member communications are reviewed by an investment 
professional.  

The Trustees, with the help of their investment adviser, reviewed the Plan’s 
investments periodically to manage these risks. Furthermore, a wider review of 
the strategy is being undertaken. 

All investment-related member communications were reviewed by the Plan’s 
investment adviser. 



 

 

Trustees’ voting and stewardship policies 
The Trustees acknowledge the constraints that they face in terms of influencing change due to the size 
and nature of the Plan’s investments. They do, however, acknowledge the need to be responsible 
stewards and exercise the rights associated with their investments in a responsible manner. 

The Trustees, with the help of their investment advisers, consider how stewardship factors are 
integrated into the investment processes when: (i) appointing new investment managers; and (ii) 
reviewing existing investment managers. The Trustees have provided the appointed investment 
managers with full discretion concerning the stewardship of their investments.  

The Trustees have reviewed the voting activity of the investments managers/funds where there is the 
ability to influence positive practises (namely those that invest in equities). The Baillie Gifford 
Diversified Growth Fund, LGIM Ethical Global Equity Index Fund, BlackRock Aquila Life 30/70 Currency 
Hedged Global Equity Index and the Schroders QEP Global Active Value Fund have been reviewed. 
Details on the voting policies and activities of these investment managers is set out below. 

Investment manager voting policies and process 
Baillie Gifford 
All voting decisions are made by Baillie Gifford’s Governance & Sustainability team in conjunction with 
investment managers. Baillie Gifford do not regularly engage with clients prior to submitting votes, 
however if a segregated client has a specific view on a vote then they will engage with them on this. If a 
vote is particularly contentious, Baillie Gifford may reach out to clients prior to voting to advise them of 
this or request them to recall any stock on loan. 

Baillie Gifford believe that voting should be investment led, because how they vote is an important part 
of the long term investment process. The ability to vote their clients’ shares also strengthens their 
position when engaging with investee companies. Baillie Gifford’s Governance and Sustainability team 
oversees their voting analysis and execution in conjunction with the investment managers.  

Baillie Gifford do not outsource any part of the responsibility for voting to third-party suppliers. Baillie 
Gifford utilise research from proxy advisers for information only. Baillie Gifford analyses all meetings in-
house in line with their Governance & Sustainability Principles and Guidelines and endeavour to vote 
every one of their clients’ holdings in all markets. Whilst they are cognisant of proxy advisers’ voting 
recommendations (ISS and Glass Lewis), they do not delegate or outsource any of stewardship activities 
or follow or rely upon their recommendations when deciding how to vote on their clients’ shares. All 
client voting decisions are made in-house. Baillie Gifford vote in line with their in-house policy and not 
with the proxy voting providers’ policies. They also have specialist proxy advisors in the Chinese and 
Indian markets to provide more nuanced market specific information. 

LGIM 
LGIM’s Investment Stewardship team make all voting decisions, in accordance with LGIM’s Corporate 
Governance & Responsible Investment and Conflicts of Interest policy documents which are reviewed 
annually. Each member of the team is allocated a specific sector globally so that the voting is 
undertaken by the same individuals who engage with the relevant company. This is intended to ensure 
LGIM’s stewardship approach flows smoothly throughout the engagement and voting process and that 
engagement is fully integrated into the vote decision process, therefore sending consistent messaging 
to companies.  



 

LGIM’s voting and engagement activities are driven by ESG professionals and their assessment of the 
requirements in these areas seeks to achieve the best outcome for all of their clients. LGIM’s voting 
policies are reviewed annually and take into account feedback from clients. 

LGIM’s Investment Stewardship team uses ISS’s ‘ProxyExchange’ electronic voting platform to 
electronically vote clients’ shares. All voting decisions are made by LGIM and strategic decisions are not 
outsourced. The use of ISS recommendations is purely to augment LGIM’s own research and proprietary 
ESG assessment tools. The Investment Stewardship team also uses the research reports of Institutional 
Voting Information Services (IVIS) to supplement the research reports that are received from ISS for UK 
companies when making specific voting decisions. To ensure the proxy provider votes in accordance 
with LGIM’s position on ESG, LGIM have put in place a custom voting policy with specific voting 
instructions. These instructions apply to all markets globally and seek to uphold what LGIM consider are 
minimum best practice standards which LGIM believe all companies globally should observe, 
irrespective of local regulation or practice. LGIM retain the ability in all markets to override any vote 
decisions, which are based on their custom voting policy. This may happen where engagement with a 
specific company has provided additional information that allows LGIM to apply a qualitative overlay to 
their voting judgement. LGIM have strict monitoring controls to ensure their votes are fully and 
effectively executed in accordance with their voting policies by their service provider. This includes a 
regular manual check of the votes input into the platform, and an electronic alert service to inform us of 
rejected votes which require further action. 

Every year, LGIM holds a stakeholder roundtable event where clients and other stakeholders (civil 
society, academia, the private sector and fellow investors) are invited to express their views directly to 
the members of the Investment Stewardship team. The views expressed by attendees during this event 
form a key consideration as they continue to develop LGIM’s voting and engagement policies and define 
strategic priorities in the years ahead. LGIM also take into account client feedback received at regular 
meetings and/ or ad-hoc comments or enquiries. 

BlackRock 
The team and its voting and engagement work continuously evolves in response to changing 
governance related developments and expectations. BlackRock’s voting guidelines are market-specific 
to ensure they take into account a company's unique circumstances by market, where relevant. 
BlackRock inform their vote decisions through research and engage as necessary. BlackRock’s 
engagement priorities are global in nature and are informed by BlackRock’s observations of governance 
related and market developments, as well as through dialogue with multiple stakeholders, including 
clients. BlackRock may also update their regional engagement priorities based on issues that they 
believe could impact the long-term sustainable financial performance of companies in those markets. 
BlackRock determines which companies to engage directly based on their assessment of the materiality 
of the issue for sustainable long-term financial returns and the likelihood of their engagement being 
productive. BlackRock apply their guidelines pragmatically, taking into account a company’s unique 
circumstances where relevant. BlackRock’s Investment Stewardship team would not implement the 
policy themselves, but the client would engage a third-party voting execution platform to cast the votes. 

BlackRock’s proxy voting process is led by the BlackRock Investment Stewardship team (BIS), which 
consists of three regional teams – Americas (“AMRS”), Asia-Pacific (“APAC”), and Europe, Middle East 
and Africa (“EMEA”) - located in seven offices around the world. The analysts with each team will 
generally determine how to vote at the meetings of the companies they cover.  Voting decisions are 
made by members of the BlackRock Investment Stewardship team with input from investment 
colleagues as required, in each case, in accordance with BlackRock’s Global Corporate Governance and 
Engagement Principles and custom market-specific voting guidelines. Whilst BlackRock subscribe to 

https://www.blackrock.com/corporate/literature/fact-sheet/blk-responsible-investment-engprinciples-global.pdf
https://www.blackrock.com/corporate/literature/fact-sheet/blk-responsible-investment-engprinciples-global.pdf
https://www.blackrock.com/corporate/about-us/investment-stewardship#guidelines


 

research from the proxy advisory firms Institutional Shareholder Services (ISS) and Glass Lewis, it is just 
one among many inputs into their vote analysis process, and BlackRock do not blindly follow their 
recommendations on how to vote. BlackRock primarily use proxy research firms to synthesise corporate 
governance information and analysis into a concise, easily reviewable format so that their investment 
stewardship analysts can readily identify and prioritise those companies where their own additional 
research and engagement would be beneficial. Other sources of information they use include the 
company’s own reporting (such as the proxy statement and the website), their engagement and voting 
history with the company, and the views of their active investors, public information and ESG research.  

Schroders  
The overriding principle governing Schroders approach to voting is to act in the best interests of their 
clients. Where proposals are not consistent with the interests of shareholders and their clients, they are 
not afraid to vote against resolutions. 

Schroders vote on a variety of issues; however the majority of resolutions target specific corporate 
governance issues which are required under local stock exchange listing requirements, including but not 
limited to: approval of directors, accepting reports and accounts, approval of incentive plans, capital 
allocation, reorganisations and mergers. 

Schroders evaluate voting issues arising at their investee companies and, where they have the authority 
to do so, vote on them in line with their fiduciary responsibilities in what they deem to be the interests 
of their clients. They utilise company engagement, internal research, investor views and governance 
expertise to confirm their intention. Further information can be found in their Environmental, Social and 
Governance Policy for Listed Assets policy: https://www.schroders.com/en/sysglobalassets/global-
assets/english/campaign/sustainability/integrity-documents/schroders-esg-policy.pdf 

In applying the policy Schroders consider a range of factors, including the circumstances of each 
company, performance, governance, strategy and personnel. Their specialists may draw on external 
research, such as the Investment Association’s Institutional Voting Information Services and ISS, and 
public reporting. Their own research is also integral to their process; this will be conducted by both the 
financial and ESG analysts. For contentious issues, their Corporate Governance specialists consult with 
the relevant analysts and portfolio managers to seek their view and better understand the corporate 
context. 

Any UK company which in Schroders opinion meets the spirit of the UK Corporate Governance Code 
should, in the absence of other factors, expect to be supported on corporate governance issues covered 
by the Code. Where a company does not comply with the spirit of the Code, Schroders will consider the 
company's explanation and circumstances, and then react accordingly in a manner they deem most 
appropriate. If the company provides a convincing justification and/or the issue is not material to the 
value of its shares, Schroders would ordinarily expect to support the company. Where Schroders are not 
satisfied with the explanation and they view the departure from the Code as material, they will engage 
further with the company and or non-executive directors, and may vote against management. 

  

https://www.schroders.com/en/sysglobalassets/global-assets/english/campaign/sustainability/integrity-documents/schroders-esg-policy.pdf
https://www.schroders.com/en/sysglobalassets/global-assets/english/campaign/sustainability/integrity-documents/schroders-esg-policy.pdf


 

Voting statistics 
The table below sets out the key statistics on the investment managers’ voting eligibility and action over 
the Plan year. This only covers the funds that invest in equities. 

Statistic 

Baillie 
Gifford 

Diversified 
Growth 

LGIM Ethical 
Global 

Equity Index 

BlackRock 
Aquila Life 

30/70 Currency 
Hedged Global 

Equity Index 

Schroders QEP 
Global Active 

Value 

Number of equity holdings as at 
31 March 2020 

286 1,036 Not provided. 705 

Meetings eligible to vote at 103 1,026 469 676 

Resolutions eligible to vote on 936 14,170 5,333 7,658 

Proportion of eligible resolutions 
voted on  

93% 98% 95% 100% 

Votes with management 93% 85% 88% 92% 

Votes against management 5% 15% 6% 8% 

Votes abstained from 2% 0% 1% 0% 

Meetings where at least one vote 
was against management 

24% 66% -- 37% 

Votes contrary to the 
recommendation of the proxy 
adviser 

n/a 9% -- n/a 

Source: respective managers.  

The Trustees have reviewed the voting information provided and is generally satisfied that these 
managers have undertaken an appropriate level of stewardship activity. 

Conflicts of interest 
This section assesses whether Baillie Gifford, LGIM, BlackRock and Schroders are affected by the 
following conflicts of interest, and how these are managed.  

1. The asset management firm overall having an apparent client-relationship conflict e.g. the manager 
provides significant products or services to a company in which they also have an equity or bond 
holding; 

2. Senior staff at the asset management firm holding roles (e.g. as a member of the Board) at a 
company in which the asset management firm has equity or bond holdings; 

3. The asset management firm’s stewardship staff having a personal relationship with relevant 
individuals (e.g. on the Board or the company secretariat) at a company in which the firm has an 
equity or bond holding; 

4. A situation where the interests of different clients diverge. An example of this could be a takeover, 
where one set of clients is exposed to the target and another set is exposed to the acquirer; and 



 

5. Differences between the stewardship policies of managers and their clients. 

Baillie Gifford  
Baillie Gifford have confirmed that they are not impacted by the stated conflicts of interest. 

LGIM, BlackRock and Schroders  
LGIM, BlackRock or Schroders have not directly commented on which of the above conflicts of interest 
they are affected by. The Trustees are challenging this. 

The Trustees have received a copy of the conflicts of interest policy from all three managers and will 
request sight of this document and details of any relevant conflicts of interest annually from them. 

Significant votes 
Appendix 1 lists the most significant votes cast (as defined by the managers) in relation to the Baillie 
Gifford, LGIM and BlackRock funds, over the year to 31 March 2020. Schroders have not provided ten of 
these and have instead set out details on the rationale for each “key vote” that was casted. This 
information is not contained in this report as there are a large number of these. 

The criteria the managers have applied in determining these is set out below. 

Baillie Gifford 
Baillie Gifford have identified the following criteria that they have used to determine their most 
significant votes. 

• Baillie Gifford’s holding had a material impact on the outcome of the meeting. 

• The resolution received 20% or more opposition and Baillie Gifford opposed. 

• Egregious remuneration. 

• Controversial equity issuance. 

• Shareholder resolutions that Baillie Gifford supported and received 20% or more support from 
shareholders.  

• Where there has been a significant audit failing. 

• Where Baillie Gifford have opposed mergers and acquisitions. 

• Where Baillie Gifford have opposed the financial statements/annual report. 

• Where Baillie Gifford have opposed the election of directors and executives.  
 
This list is not exhaustive. 

LGIM 
In determining significant votes, LGIM’s Investment Stewardship team consider the criteria provided by 
the Pensions & Lifetime Savings Association consultation (PLSA). This includes but is not limited to: 

• High profile vote which has such a degree of controversy that there is high client and/ or public 
scrutiny; 

• Significant client interest for a vote: directly communicated by clients to the Investment 
Stewardship team at LGIM’s annual Stakeholder roundtable event, or where LGIM note a 
significant increase in requests from clients on a particular vote; 

• Sanction vote as a result of a direct or collaborative engagement; and 
• Vote linked to an LGIM engagement campaign, in line with LGIM Investment Stewardship’s 5-year 

ESG priority engagement themes. 



 

 
BlackRock 
BlackRock have not stated their criteria in determining what a significant vote is, but below are some 
examples of the types of resolutions that BlackRock determined as significant: 

• Remuneration policy  

• Recall and elect supervisory board members 

• Recall and elect members of audit committee 

• Report on Climate Lobbying aligned with Paris Agreement 

• Approve commitment to tackling Climate Change  

• Approve guidelines for the Remuneration of Senior Executives 

This is list is by no means exhaustive and is only a few examples of the types of resolutions that 
BlackRock have engaged in.  

Schroders 
Schroders consider “key votes” as those against the voting recommendation company management as 
these will typically follow an engagement and the company.   

Conclusions 
The Trustees have reviewed the respective managers’ voting activity over the Plan year and have 
concluded that they have appropriately carried out their stewardship duties and that the actions taken 
were broadly in line with the views of the Trustees.   

LGIM have determined their ten most significant votes at a firmwide level. As the funds the Plan invests 
in only holds some of these, less than ten votes have been provided. Furthermore, because of this 
approach, LGIM have not disclosed the size of the holding (as a proportion of the fund size). The 
Trustees have challenged LGIM on the approach they have taken and are awaiting a response. 
 

  



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 



 

 

 

 



 

 

 

 

 



 

 

 

 



 

 

 

 

 



 

 

 

 



 

 

 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


