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WHILE many countries’ proxy seasons are all done until
next year, Australia’s has just started to heat up this
month. While the season is just beginning, there have
already been a number of eventful meetings Down Under.
Crown Resorts, in the midst of regulatory investigations,
faced sizable revolts against several directors as well as
against its remuneration report. Of the three directors up
for re-election, one was opposed by roughly a quarter
of investors and the others by roughly 40% each. The
remuneration report, meanwhile, received opposition of
about a third. Crown’s chair has admitted wrongdoing in
relation to the probes, but has pleaded “ineptitude” rather
than malice.
Engineering company Worley has added a new director
in response to pressure from its largest shareholder Dar
Group to diversify its board. Worley has been resisting
Dar’s efforts for some time, but found itself in a difficult
position this year where Dar effectively had control over
its remuneration vote. Under the Australian system,
companies receive a “strike” if their remuneration reports
get more than 25% opposition and two consecutive
strikes will trigger a vote on whether to spill the board.
Worley already received a strike last year. With its 23%
stake, Dar had the power to effectively force a second
strike and vote on a board spill if it were not satisfied with
the company. Worley’s chair stressed that the director it
appointed, seasoned energy executive Emma Stein, was
merely suggested by Dar and was not a representative.
Another issue that has arisen in Australia this month
is virtual meetings. Like a lot of countries that don’t
normally allow online-only meetings, Australia introduced
temporary measures this year to help companies
hold their meetings safely during the pandemic. Now,
regulators have proposed making these changes
permanent and are taking public comments. However,
not everyone has welcomed the idea.

Fiona Balzer of the Australian Shareholders Association
said it was “ridiculous” that the Treasury had only allowed
a two-week comment period. Vas Kolesnikoff of ISS
expressed similar views, and added that the Treasury was
holding the comment period “slap bang right in the middle
of AGM season so no investors will be responding to it.”
There have been a number of developments this
month on climate change, in large part because of
The Children’s Investment Fund (TCI). Spanish airport
operator Aena, under pressure from TCI, has agreed
to not only produce a climate plan but to implement
the world’s first annual shareholder vote to approve its
climate strategy.
TCI also wrote to seven of the world’s biggest investors
urging them to do more on climate change. TCI founder
Chris Hohn accused “most asset managers” of “total
greenwash,” saying they often “talk but they don’t actually
do anything effective.” Hohn called on the big investors
receiving the letter to “show leadership” in this area.
Climate change is the topic of this month’s main article.
We look at investor support for shareholder proposals
this year compared to previous years, and find that while
pressure is growing it is not a straight-line trend.
This month’s interview is with Hanna Kaskela, Director
of Responsible Investment at Varma. Hanna discusses
Finland’s new advisory pay vote, and the need for
improvements that go beyond tackling breaches of
standards.
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Turning up the Heat?
A look at voting on environmental shareholder proposals.

In the past few years, climate change has joined executive pay
as one of the perennial focus points of proxy season. 2020
has seen some particularly notable victories for shareholders
on this front. A proposal at Mizuho Financial Group attracted
roughly a third of votes cast, a first for Japan. Meanwhile,
just this month in Spain, airport operator Aena agreed after
discussion with major investor TCI Fund Management to
produce a climate plan and allow shareholders to vote on
approving it annually, a first for the world.

The Direction of the Trend
The average investor’s support for environmental proposals
globally was indeed up this season compared to last year as
shown in Table 1. In fact it was up by 6.1 percentage points, a
quite significant margin. However, last year represented a bit
of a dip, and support remains lower than in the three previous
years.
The trend for US investors only is similar. Support is up
compared to 2019 and 2016 but still lower than in the other
two years we examined.

But a few big victories do not always represent a wider trend.
Sometimes they are the exception rather than the rule. While
there is no doubt investors are taking climate change seriously
this year, the same has been true of the past several years.
This month, we aim to find out whether they are taking it more
or less seriously in 2020 than they have been before.

Considering investors and companies seem to be growing
increasingly conscious of environmental factors, and
the financial and non-financial risks they pose, it may be
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“THE LEAST SUPPORTIVE INVESTORS ARE ON THE
WHOLE MUCH LARGER.”

surprising that we seem to be past the peak. However, things
are not necessarily that simple.
Some of those previous years have seen shareholders push
companies on specific issues within the broader category of
climate change, and issues which enjoyed a lot of support.
A number of European companies faced proposals on
Strategic Resilience for 2035 and beyond in 2016, and
many of these even had management backing and received
support in the high 90s.
In following years, companies were pressured on the Paris
Agreement and their plans to comply with the target of
keeping the global temperature increase below two degrees
Celsius. While this did not enjoy management backing and
the extremely high support that came with it, this was still a
campaign which many investors were willing to get behind.

Specific Investors
The investors who are most supportive of environmental
resolutions are predominantly European. Indeed, you can
see from Table 2 that this year’s top 10 includes only one
North American name: Parametric Portfolio Associates at
number nine.
Conversely, there are many North American names
among the 10 least supportive. Perhaps even more
striking, though, is the fact that the least supportive
investors are on the whole much larger. Five out of the 10
have over a trillion dollars in assets under management.
Collectively, the 10 least supportive manage about
US$21.4 trillion in assets compared to just over US$2.9
trillion for the most supportive.
The Stand-Out Examples

By contrast, there has been no equivalent single issue
dominating the conversation either this year or last. Rather
than being past the peak, it may simply be that interest in
pressuring companies on climate issues is generally on the
rise, with occasional spikes caused by a push on a specific
issue that many investors feel they can get behind.

Most Supportive Investors

While it is true that headline-grabbing successes like
Mizuho do not necessarily represent the broader trend,
this does not mean they are not important. Neither
does it mean they can tell us nothing about investor
sentiments.

For (%)

Least Supportive Investors

For (%)

CIBC Global Asset Management

92.9

Dimensional Fund Advisors, Inc.

5.7

Swisscanto

85.4

BlackRock

6.0

AEGON Investment Management B.V

71.2

Vanguard Group, Inc.

8.2

DWS Investment GmbH

67.4

T. Rowe Price Associates, Inc.

10.2

Pictet Asset Management Limited

62.2

Russell Investment Management Co.

16.7

MN

60.9

Quantitative Management Associates, LLC

18.0

Robeco/RobecoSAM

59.7

Voya Investment Management

21.0

BNP Paribas Asset Management

58.8

Fidelity Management & Research Co. (FMR)

21.4

Parametric Portfolio Associates, LLC

57.6

BNY Mellon

21.4

PGGM Investments

57.0

Norges Bank Investment Management

21.6

Table 2: Investors who were most and least supportive of global environmental proposals, 1st July
2019-30th June 2020. Includes investors with SU$100bn+ AUM who voted at least 30 meetings.
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“IT HAS BEEN A STRONG YEAR FOR INDIVIDUAL
PROPOSALS THAT ENJOYED AN UNUSUALLY HIGH LEVEL
OF SUCCESS.”

While this year may not be the high point for overall support,
it has been a strong year for individual proposals that enjoyed
an unusually high level of success. Table 3 shows the 10
highest-supported environmental shareholder proposals in
our database, excluding those which management endorsed.
Four of these votes took place in 2020. This is more than any
other year, ahead of three in 2018, two in 2017. and one from
2016.
Proposals from this year particularly dominate the top half of
the list. While the single most successful proposal was tabled
at Rite Aid in 2018, resolutions from this year hold second,
third, and fourth place.

place in the most recent proxy season is not something to be
ignored. Shareholder calls for companies to address climate
risk most certainly continues to have strong support and this
certainly shows no signs of petering out.
Generally, the very largest investors are still not the ones
spearheading this trend. Indeed, while one might expect
the ranks of the most supportive investors to be smaller
names with perhaps a sustainable investment focus, many
of the largest are among those who support environmental
proposals the least.

Conclusion
This year has generally not been a record breaker for
environmental proposals despite a few high-profile
successes. However, the picture is not a straightforward
one, and the number of these high-profile successes taking

Issuer

Proposal

For (%)

Year

Rite Aid Corporation

Shareholder Proposal Regarding Sustainability Report

80.0

2018

iA Financial Corp Inc

Analyze Climate Risk and Report the Results of its Analysis

73.6

2020

Dollar Tree Inc.

Report on Greenhouse Gas Emissions Goals

73.5

2020

Procter & Gamble Company

Report on Efforts to Eliminate Deforestation

67.7

2020

Occidental Petroleum

Assess Portfolio Impacts of Policies to Meet 2 Degree

Corporation

Scenario

67.3

2017

Exxon Mobil Corporation

Report on Climate Change Policies

62.1

2017

CLARCOR Inc.

Report on Sustainability, Including GHG Goals

60.8

2016

60.7

2020

60.4

2018

59.7

2018

Adopt Measured Environmental Impact Reduction ObiA Financial Corp Inc

jectives with Clearly Identified Targets in its Sustainable
Development Policy

Kinder Morgan Inc.
Kinder Morgan Inc.

Report on Sustainability
Assess Portfolio Impacts of Policies to Meet 2 Degree
Scenario

Table 3: The 10 most successful environmental shareholder proposals in our database.
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The Next Step
An interview with Hanna Kaskela, Director of Responsible
Investment at Varma.

Could you provide a brief overview of how Varma
approaches its proxy voting responsibilities?
We have a share ownership policy where we outline
how we act as a major shareholder and how we
participate in AGMs. The policy outlines our policies
on the composition of the board, board remuneration,
and capital structure. Varma’s goal is to support
and encourage companies to succeed and thus
safeguard and improve its long-term investment returns.
The ownership policy also includes sustainability
requirements. In addition to compliance with international
norms, we expect the companies in which we have a
holding to comply with clear assessment and transparent
reporting practices on the impacts of climate change on
their business operations, now and in the future.
As you are often a major shareholder in Finnish
companies, do you take extra consideration with voting
decisions in Finland?
Of course, the size of the holding has something to
do with the voting. In Finland where we have bigger
shareholdings, we usually attend every AGM. Outside
of Finland, depending on the holding size we do it less
frequently.
As a large shareholder do you have more opportunity to
engage with the board and build up a relationship that
makes it easier to understand the decisions they make?
In general, we do direct investments, but we also
invest in equity funds. It was very typical before
Covid to actually meet the companies in person,
nowadays it is done through Teams, to understand
the businesses like traditional portfolio managers. We
have approximately 300-400 company meetings per
year which increases our overall knowledge of the
industries and companies

You have a policy on climate change and your
investments. Do you think the current crisis has made
some companies more receptive to addressing the issue
of climate change?
Yes, there are two trends that collide here. Climate
change and the Covid crisis but the Covid crisis affects
certain industries more than others. If you think about the
emissions in the first half of the year, those were down
8.8%. There are some who are actually benefitting from
things like digitalisation. That is something that needs to
be looked at closely in order to understand the effects in
the value chain.
Do you think the introduction of a new executive pay vote
in Finland as part of the implementation of SRD II will
have a positive impact?
Yes, I think that has a positive impact. It is a little bit
spotty regarding the remuneration policies and how
those actually link to sustainability. In general, a good
remuneration policy provides a level of remuneration that
motivates, encourages, attracts, and retains employees
of the highest calibre.
The report must include information on what
the company paid board directors, members of
company’s supervisory board, the CEO and deputy
CEO, and how the company complied with its
remuneration policy during the previous financial
year.
This is the first year that they are doing it. Do you think
that companies’ disclosures will improve?
I think that is often the way it goes when there is a
new requirement it develops. I think a sustainable
remuneration policy has a connection to the strategy and
sustainability work.
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“IF A COMPANY BREACHES ANY OF THE
SUSTAINABILITY STANDARDS, OUR FIRST PRIORITY IS
TO ENGAGE WITH THE COMPANY.”
As companies were forced to adapt to changing
circumstances this year, do you expect virtual or hybrid
meetings to become more common?

and change their operating methods. We are able to
engage with the companies directly, together with other
investors and the service provider.

I think the Covid crisis has accelerated the adoption of
this technology. The processes need to develop now
that we are not able to have traditional AGMs. During
the spring many companies imposed precautionary
measures to be able to hold the AGM and to ensure the
health and safety of the shareholders, the company’s
employees and other stakeholders. Many of the AGMs
were only held if the number of shareholders attending
the meeting in person was small enough to allow the
meeting to be arranged in accordance and in line with the
restrictions set by the Finnish authorities. In many Finnish
AGMs shareholders were encouraged to follow the
meeting remotely through a live webcast and/or exercise
their voting rights by voting in advance or alternatively by
using the proxy service provided by the company. It will
be interesting to see what happens in the next season of
AGMs and what that will look like.

There are breaches of standards that can be due to an
acquisition by a company in one country of a company
in another country for example. Sometimes when that
happens it can actually be the case that the acquirer
implements their own processes and policies within the
acquiree, and things improve in some cases. This can
sometimes take time but eventually you have to consider
the standards in different markets and how that compares
with everything you are facing in the engagement process.

“

“

“OVERALL IT WOULD BE BETTER IF WE
COULD FOCUS ON IMPROVING SOME
THINGS RATHER THAN ONLY TACKLING
THE PROBLEMS.”

In your principles for responsible investment you say
you will engage with companies that breach certain
international standards. Do you often find companies are
willing to make changes as a result of engagement?

In addition to local legislation, we expect listed companies
to comply with international standards and agreements.
This means compliance with the principles of the UN Global
Compact initiative on sustainability and social responsibility.
The principles of the Global Compact initiative cover the
UN Declaration of Human Rights and Convention against
Corruption, ILO labour conventions and the Rio Declaration
on Environment and Development. If a company breaches
any of the sustainability standards, our first priority is to
engage with the company to rectify the detected breaches

If you highlight for example breaches of OECD Guidelines or
the UN Global Compact when engaging with companies,
it is solving the problems but overall it would be better if
we could focus on improving some things rather than only
tackling the problems. That is the next step. First you need
to comply with local laws and international standards. When
these breaches do occur, there will typically be investors
who work together to engage with the company.
One of the changes you made to your ownership policy
this year was talking about collective engagement. If you
are looking at companies outside of Finland presumably
collective engagement is a useful tool.
That is right, Varma is invested globally in different asset
classes from listed equites and listed bonds to private
equity and private bonds, real estate for example. How
you invest in a company defines how you engage.
For example, if we are invested via a listed bond in a
US company and we do not have the equity then it
makes sense to work with others. That takes time so
engagement is a scale business.
If you could introduce one corporate governance reform,
either in Finland or internationally, what would it be?
I think in general openness, transparency, and
accuracy of information whatever that information is
that is something that every policy should have. When a
company gives an overall statement, they should provide
detail explaining what the figures used actually mean.
Thank you Hanna.

9

News summary
The latest developments in corporate governance.

Legal & General targets all-white boards

The FRC said in its report that the lack of opportunity for
smaller shareholders to quiz the board was “disappointing

Legal & General Investment Management (LGIM), £1.2

and has led to concerns that any move to fully digital

trillion ($1.6trn) UK asset manager, has announced plans

meetings could disenfranchise retail shareholders.”

to target all-white boards in the S&P 500 and FTSE 100.
LGIM will vote against these boards from 2022 unless

ShareAction writes to Boohoo Investors

they diversify.
Advocacy group ShareAction has written to investors who
The investor wrote to the 600 total companies that

collectively hold about 29% of UK online fashion retailer

make up these indices, warning them that they will face

Boohoo. ShareAction urged Boohoo’s shareholders

opposition unless they add Black, Asian, or other minority

to hold the company accountable for poor working

ethnic candidates. Specifically, Legal & General will vote

conditions at factories.

against the re-election of the chair of the nominating
committee, starting 1st January 2022. There are currently

The revelation that workers were being mistreated at one

37 companies in the FTSE 100 that still have all-white

of Boohoo’s supplier factories has plunged the company

boards.

into scandal, with a recent report by Alison Levitt QC
blasting the board for neglecting governance and not

However, LGIM’s head of governance, Sacha Sadan, said

acting fast enough when it became aware of problems.

that the investor had asked companies to comment if

However, the report also said that Boohoo could improve

they disagreed with its assessment and would be flexible

the situation “relatively easily.”

on definitions. “I’m not going to ask for birth certificates,”
Sadan said. “We’re trying to give companies an early

ShareAction’s Martin Buttle wrote in the letter that

warning that this will be on our agenda.”

investors should focus on the “multiple instances of
abusive practices” contained in the report. “We want all

UK regulator blasts lack of participation at virtual AGMs

investors to be fully aware of the failures of governance,
supplier monitoring and management of the buying

A new report from UK regulator the Financial Reporting

function within Boohoo, and to proactively monitor the

Council (FRC) has found that many large companies did

company’s commitment and progress towards eradicating

not allow smaller shareholders to participate at virtual

labour rights abuses,” Buttle said.

meetings. Many UK meetings were virtual this year due to
COVID-19.

Palm oil proposal passes at P&G

In its review of the year’s AGMs, the FRC found that

A shareholder proposal at Procter & Gamble (P&G)

202 constituents of the FTSE 350 have so far held their

addressing the environmental impact of the consumer

meetings this year and 163 of those were not open to

goods giant’s products passed with roughly two-thirds

in-person attendees. Thirty of those did not give retail

of the vote. BlackRock was reportedly among the

shareholders the opportunity to question the board or

shareholders backing the proposal.

to participate in the meeting in real-time. Many of the
meetings that did go ahead in a physical form, meanwhile,

The proposal was put forward by Green Century Capital

did not offer online access or live voting.

Management, and asked P&G to report on its efforts
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“GREEN CENTURY INSISTED THAT P&G IS FALLING
BEHIND ITS PEERS IN DEFORESTATION POLICIES. ”

to combat deforestation. Specifically, it addressed the

25.25% of shareholders backed the lobbying resolution,

use of pulp and palm oil in the company’s products. In

which contended that Origin’s efforts to push for a gas-

urging shareholders to reject the proposal, P&G insisted:

led recovery are inconsistent with the goals of the Paris

“We continually work to ensure that we are following

Agreement. Chief executive Frank Calabria defended

responsible practices in our supply chains.”

Origin’s advocacy for investment in gas, but also said that
the company would “continue to caution against arbitrary

Green Century, on the other hand, insisted that P&G is

or unrealistic gas price expectations.”

falling behind its peers in deforestation policies. It pointed
to Unilever, which has committed to net zero supply chain

Origin’s remuneration was also criticized ahead of the

deforestation, and Kimberly-Clark, which has pledged to

meeting, with concerns largely revolving around proposed

halve the materials sourced from forests.

equity grants to Calabria. However the grants, which
would have been the subject of a binding resolution, were

ISS opens proposed policy changes for comment

dropped in a bid to head off controversy. The modest but
notable rebellion against Origin’s remuneration report,

ISS has launched a public comment period on proposed

however, shows shareholders are still uneasy about wider

changes to its benchmark voting policy for 2021. The

pay at the company.

leading proxy adviser is considering a crackdown on nondiverse boards and clarifications to its approach to director

Aviva blasted by regulator over preference share debacle

accountability.
UK insurance giant Aviva has been criticized by regulator
ISS proposes changes to its diversity policies in several

the Financial Conduct Authority (FCA) over a 2018

markets. In the US, Russell 3000 and S&P 1500

controversy surrounding the cancellation of preference

companies that have not identified any ethnically or racially

shares. However, the FCA declined to hit Aviva with a fine.

diverse board members will face recommendations against
the chairs of their nominating committees and potentially

Aviva found itself embroiled in controversy two years

other directors. A number of other countries will see

ago after an abortive plan to cancel preference shares.

increased expectations on gender diversity.

The company reversed its decision to cancel the shares
following a backlash, but by this time many investors had

Across all its policies, ISS proposes to clarify its approach

already sold their shares. After parting with them for a

to director elections. This would take the form of an

fraction of their value on the basis that they were about

explicit statement that ISS may recommend voting against

to be cancelled, those investors then watched the shares

a director’s re-election if there are significant failures in

rapidly recover their value after Aviva’s U-turn. Aviva

oversight of environmental and social risks.

ultimately paid out a total of £7.3 million to compensate
those investors.

Other changes include a new approach to exclusive forum
provisions in the US, supporting those which specify “the

The FCA’s investigation into the matter found that “Aviva

district courts of the United States” as the forum but

made the announcement when it had, in fact, formed no

opposing many which get more specific, and support for

intention to cancel the preference shares in question.” The

certain investment company share issuances in the UK.

insurer had also “failed to consider adequately how the
announcement might be interpreted by the market.” The

Lobbying proposal wins strong support at Origin

outcome of the investigation matches reports last week
that unnamed insiders expected Aviva to receive a “slap on

A shareholder proposal on Origin Energy’s lobbying activity

the wrist” but no financial penalties.

as it relates to COVID-19 recovery won support from over a
quarter of shareholders at this month’s AGM. The company’s
remuneration report, which had been controversial ahead of
the meeting, faced a smaller revolt of 15.23%.
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