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Steven Friel, CEO Woodsford

Welcome to the Q1 2025 edition of Woodsford Engage’s quarterly newsletter aimed at
stewardship, legal and operations professionals within institutional investors.

Woodsford Group is a global leader in collective redress. Our clients are investors
or consumers who have suffered financial loss following breakdowns in corporate
governance, and other ESG failures, at major companies. Our institutional investor
clients comprise most of the top 100 global asset managers by AUM.

Upon identification of a catastrophic breakdown in corporate governance at a
publicly listed company, Woodsford Group is able to offer institutional investors a

suite of and solutions — the former includes notification

of the corporate governance failure, identification of financial losses suffered and
organisation into a cohesive group alongside other affected investors on a collective
escalated engagement with the investee company — whilst the latter ensures that
participating investors are financially de-risked through the funding of the entire
escalated engagement, up to and including litigation if an amicable resolution cannot
be achieved earlier.

In this edition, as 2025 AGM season approaches, we hear from ShareAction’s
Fergus Moffatt who looks back on voting statistics from 2024's AGM season and
the implications for the asset owner-manager relationship; from Philip Gavin of
Technological University Dublin on the recent pressure on DEI practices and how
investment stewardship can play a key role in maintaining diverse and successful
workforces; and finally, from Darshita Gillies of Maanch on the role that Al can play
in enhancing investment stewardship and in turn help to achieve better long-term
outcomes.

Thanks to our contributors for this edition and we hope you, our readership, find the
articles both insightful and thought-provoking. If you'd like to contribute to future

editions, then get in contact with Mitesh Modha at

If you missed our earlier editions, check them out


https://woodsford.com/about-us-engagement-solutions/
https://woodsford.com/about-us-financial-solutions/
mailto:mmodha%40woodsford.com%20?subject=Engage%20Quarterly%202025%20Contribution%20Interest
https://woodsford.com/insights/

The Proxy Paradox:
Lessons ahead of AGM

Season 2025

Fergus Moffatt
(ShareAction)

It's a challenging time to be a responsible investor. Last year, elections

in the UK, EU and US resulted in shifting policy priorities and an
increasingly uneven regulatory playing field across jurisdictions.

Despite this fragmentation, one clear
trend emerged: a laser-like focus from
government officials and financial
regulators on economic growth and
competition, often at the expense of
sustainability. For asset owners like
pension schemes, whose investment
horizons span many decades into the
future, this presents a fundamental
dilemma. Trustees must now navigate
a changing political environment
without losing sight of their long-term
duty to protect members’ interests
and manage sustainability risks that
will shape future returns.

Increasingly, pension schemes
must rely on asset management
firms to hold investee comypanies to
account, particularly when it comes
to sustainability issues. But voting
data from last year's AGM season
highlighted concerning patterns

of investor stewardship in practice.
Responsible investment NGO
ShareAction’s latest report analysed
the voting behaviour of 70 of the

world's largest asset managers, across
279 resolutions. Of these, it found that
only 1.4% of shareholder proposals
assessed in its research received

majority support, down from a peak of
21% in 2021 (see figure on page 4).

Out of 73 resolutions on climate
change, only two passed, while only

a single resolution relating to human
and labour rights disclosures passed
this AGM season, compared to four in
2023. Concerningly, the data suggests
that membership of collaborative
climate initiatives has little impact

on voting performance. For example,
members of the Net Zero Asset
Managers Initiative voted in favour

of an average of only 64% of climate
resolutions, compared to 55% by non-
members.

The rejection of critical sustainability
proposals by asset managers
demonstrates an ongoing failure to
exercise stewardship activities in a
way that is aligned with the long-term
interests of pension schemes and their
members. Poor voting records and
insufficient engagement on material
sustainability issues indicate a decline
in investor-led stewardship, even as
the financial risks of climate change,
social inequality, and poor governance
become more pressing.


https://shareaction.org/reports/voting-matters-2024
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Effective stewardship is about more
than just voting, and asset managers
can have a genuine and long-lasting
impact on a company'’s sustainability
profile through engagement with
board directors. Yet this is another
area where the direction of travel is
alarming. Take the UK’s Stewardship
Code, for instance, widely recognised
as world-leading. It is a voluntary set of
principles to support investors wishing
to actively manage client capital.

The Financial Reporting Council
has recently closed its consultation,
proposing to streamline the Code,
including by deprioritising and
removing principles on escalation
and collaborative engagement
and removing the environment
and society from the definition of
stewardship.

This not only undermines progress
made on escalation as part of the
Financial Conduct Authority's

new Sustainability Disclosure

2023 2024

@® 94 resolutions that failed

Out of 73 resolutions on
climate change, only two
passed, while only a single
resolution relating to
human and labour rights
disclosures passed this AGM
season, compared to four in
2023.

Requirements, and by the
Competition and Markets Authority
on green agreements, but makes it
far harder —and less likely — that asset
managers will conduct successful
engagements with companies on
sustainability issues.

There has been a spark of hope in
recent weeks. In the face of failures
from politicians, firms, and regulators,
pension schemes have stepped

up, setting clear expectations for
responsible investment.



In February, the Asset Owner
Statement on Climate Stewardship
launched, which was signed by 26
asset owners and called on asset
management firms to implement
robust stewardship strategies to
address the urgency of action
needed on climate-related risks. The
statement covers voting, escalation

and collaborative engagement and is
clear that managing climate risk has
‘become an essential component of
investors' fiduciary duty’.

With the 2025 AGM season ahead of
us, the onus is on pension schemes
to ensure their capital is being
managed in the best interests of
savers. This is partly about schemes
having robust conversations with
asset managers about their voting
policies on environmental and social
resolutions to ensure they're aligned
with fiduciary duties.

The overwhelming message
being sent to the asset
management sector is clear:
get serious on stewardship or
risk losing mandates.

Another way to show leadership
would be to sign up to the asset owner
statement on climate stewardship

to set out expectations that asset
managers should develop stewardship
strategies that address the urgency of
action needed on climate-related risks.
It's also vital that pension schemes call
for the Financial Reporting Council to
maintain high standards for them to
hold asset managers to account with,
as part of its ongoing Stewardship
Code review.

It's a challenging time to be a
responsible investor, but pension
schemes have the agency and the
opportunity to reset stewardship
expectations. The financial security of
savers, and our ability to tackle major
sustainability challenges, depends on
it.

About the Author

Fergus is Head of UK Policy at

an independent
charity and an expert on responsible
investment. He has extensive
experience in public policy at UK and
EU level, advocating for regulatory
frameworks that help to create

and maintain a sustainable and
responsible investment system.
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The American Bullseye on
DEI Initiatives: Implications
for Investment Stewardship

( ]
Dr Philip Gavin
(TU Dublin)

Recent years have seen increased calls for corporate leadership and
investor bodies to integrate diversity, equity and inclusion (“DEI")

into their commercial strategies. In various circles, this has attracted
criticism, although the basis for this criticism is quite varied.

For advocates of genuine DEI
engagement, the risk for DEI-washing
is pronounced, where commercial
actors discuss or even promote their
commitment to DEI initiatives with
little substantive engagement or
impact. For detractors, DEI is seen
as a superfluous consideration

for corporate leadership which
distracts from their principal focus
on economic growth. With the
broad reversal of DEI policies in the
early days of the second Trump
administration, this criticism of DEI
practices has come under renewed
scrutiny.

It is worthwhile therefore considering
recent high-profile instances where
corporate DEl initiatives have come to
a head, either in AGMSs or in investor-
led litigation. This has led major
companies, investor organisations
and proxy advisors like ISS and Glass
Lewis to reconsider their approach to
DEl in their strategic and investment
decision-making.

Whether these DEI initiatives can
withstand this renewed scrutiny
has had
challe

results, with some
ing resisted and

others either proceeding to trial
or prompting the reversal of such
initiatives by corporate leadership.

This murky future for corporate DEI
will test the commitment of investors
to their own DEI policies. Additionally,
investment stewardship teams may
face increasingly contentious proxy
contests or consider disengagement
from investee companies which
follow the emerging trends of DEI
reversal. Looking to recent examples
of these intra-corporate conflicts
should provide some insight into how
investment stewards will navigate this
changing landscape.

For some high-profile companies, the
decision to either scrap or rebrand
DEI policies has come without express
shareholder intervention. In early
January 2025, the leadership in Meta
for instance announced to their
investors that existing DEI policies
concerning diversity in hiring would
cease, although they would remain
committed to so-called ‘cognitive
diversity.’ This of course did not

occur in a vacuum but was likely a
response to the prevailing political
climate and, by extension, investor



pressure to avoid conflict with the
new administration. This sensitivity
to political interference is hardly
surprising for a company such as
Meta which had already been pulled
before Senate hearings for issues on
its social impact.

In McRitchie v Zuckerberg, Meta
leadership faced an unsuccessful
investor lawsuit due to their failure
consider the systemic consequences
for diversified investors stemming
from the democratic instability
sparked on social media platforms.
Given that Meta is particularly
politically embroiled, pre-emptive
moves to slash DEI and thereby
align with the new presidential
administration is unfortunate but
unsurprising.

This murky future for
corporate DEI will test the
commitment of investors

to their own DEI policies.

Even when faced with some investor
pressure, not every company has
abandoned their DEI efforts. A
shareholder proposal was submitted
to Costco’s general meeting by

the National Centre for Public

Policy Research (“NCPPR"). The aim
of this proposal was to force the
board to conduct an evaluation and
publish a report to assess the legal,
reputational, and financial risks posed
by Costco’s DEI policy. Although on
its face, this would be a neutral risk
Mmanagement exercise, the proposal

was broadly received as an attempt to
apply anti-DEI pressure to the board.
Costco’s board criticised the proposal,
arguing that their DEI processes did
not pose any risk of violating the law
and that they represented Costco's
commitment to “an enterprise rooted
in respect and inclusion.”

The board's criticism also extended
to the proposer, alleging that the
NCPPR's agenda was to eliminate
DEl initiatives rather than to manage
risk and that, ultimately, the legal
risk posed by DEI initiatives stems
from legal challenges taken by
organisations like NCPPR. The
proposal was rejected by a significant
majority of Costco shareholders, with
only 1.7% of the vote favouring the
proposal.

NCPPR also submitted a similar
proposal to Apple’s shareholders,
which called for Apple to follow other
major companies in rolling back

DEl initiatives and laying off DEI
departments. Although this proposal
was also roundly rejected by Apple's
shareholders, Tim Cook, the CEO of
Apple, signalled in the same meeting
that existing DEI policies may still
need to be revisited in light of the
changing legal landscape in America.

Considering the events in both

Meta and Apple, it is worthwhile for
shareholders to consider whether
other boards will similarly attempt

to head off anti-DEI challenges
through rollbacks or policy changes
even where shareholders continue to
express their support for DEI policies
remaining in place.



The rising criticism of corporate

DEl is not only occurring in policy
statements or shareholder proposals.
The American retail giant Target is
currently facing a shareholder suit
brought on behalf of the Florida
state pension board. This alleges
that Target undersold the financial
risks posed by its DEI programmes
and its 2023 release of Pride Month
merchandise, which collectively
sparked conservative backlash and an
ensuing boycott.

As this claim for alleged
misstatements continues to trial,
Target has also faced consumer
backlash for its subsequent rollback
on DEl initiatives, forcing leadership
to grapple with challenges on both
sides of the DEI| debate. Although
the success of the lawsuit against
Target remains uncertain, it does
demonstrate a particular litigation

risk for companies going forward.

In the new reality of pushback

and challenges to DEl initiatives,
stewardship teams will likely find
themselves forced to engage in

an increasingly risk-conscious
evaluation of the policies of investee
companies, even where both the
investor and company maintain

a principled commitment to DEI.

In preparing for this likely strain

on stewardship activities and DEI
initiatives, stewardship teams should
consider how deeply ingrained
stewardship principles are embedded
into the governance fabric of investee
companies.

For organisations who manage their
stewardship or DEI principles through
a discrete team, it would be easier

to succumb to the anti-DEI pressure
to roll back these agendas and




dismantle these teams. The deeper
engrained these initiatives are into

all levels of the organisation however,
the less likely a knee-jerk rollback will
be. Companies who do succumb to
this pressure may also face opposing
backlash for the perceived hypocrisy
of performing a volte-face on DEI. It
may therefore be time for stewardship
teams to double down on their efforts
to support DEI policies and to identify
whether corporate commitment to
these initiatives is evident across all
levels of the investee organisations.

Finally, stewardship teams should
recognise and, indeed, be vocal
about the increased possibility of
that DEI policies will be challenged
or spark backlash, rather than wash
away the rising risk of a boycott or
shareholder action that could come
with a sustained commitment to
DEI. At the same time, stewardship
leaders should recognise, as the
board in Costco rightly did, that the
organisations who are calling for
companies to recognise the legal
and economic risk associated with
DEI are oftentimes the very anti-DEI
organisations who are creating these
risks in the first place. The value-add
of a diverse commercial community
should not therefore be overlooked
because of thinly veiled threats of
anti-DEl retaliation.

About the Author

Philip is an Assistant Lecturer in Law
in the School of Social Sciences, Law
& Education at TU Dublin. He delivers
modules on Company Law, Law of
Equity and Law of Torts.

The value-add of a diverse
commercial community
should not therefore be
overlooked because of thinly
veiled threats of anti-DEI

retaliation.




The Role of Al in

Stewardship: Enhancing
Investment Outcomes

(Maanch)

Artificial Intelligence (Al) can empower asset managers to transform

data analysis, track company engagements, and demonstrate
accountability with greater efficiency.

Stewardship - the responsible
oversight of investments has become
a cornerstone of sustainable finance.
It is no longer just a box-ticking

exercise; it has evolved into a proactive

responsibility that aims to ensure
companies deliver sustainable, long-
term value.

However, traditional methods of
Environmental, Social, Governance
(ESG) assessment and engagement
often struggle with inefficiencies
and data limitations. Artificial
Intelligence (Al) can empower asset
managers to transform data analysis,
track company engagements, and
demonstrate accountability with
greater efficiency. By uncovering
hidden patterns and automating
repetitive tasks, Al can enhance
decision-making and streamline
stewardship processes.

Key Applications of Al in Investment

Stewardship

Al's potential in stewardship spans
several critical areas:

1. Uncovering Hidden ESG Risks

Identifying ESG risks can be

10

challenging when you're dealing with
multiple data streams - company
reports, regulatory filings, news, social
media, and more. Al-tools excel at
sifting through large, unstructured
datasets to find critical signals that
might be overlooked.

® Use Case: Supply Chain Risks:

Let's say you're invested in a
retailer that sources materials
from several global suppliers. An
Al-powered tool can automatically
monitor news and social media

to detect emerging controversies
(e.g., labour rights violations).

By flagging negative sentiment
trends early, you can engage with
the retailer to address these issues
before they escalate, reducing
reputational and financial risks

® Use Case: Climate Transition
Monitoring:

For investors focused on climate
change, machine learning models
can map global weather patterns,
local regulations, and carbon
market data. This provides early
warnings on potential physical and
transition risks—such as a shift in

Darshita Gillies



carbon taxes—that could affect an
investee company’s bottom line.
Key Insight: With Al-driven ESG
risk detection, you can respond
proactively rather than reactively,
making your stewardship efforts
more efficient and data-driven.

2. Streamlining Engagement and
Measuring Outcomes

Stewardship isn't just about spotting
issues; it's also about influencing
corporate behaviour. However, proving
the effectiveness of engagement has
been notoriously difficult. Al can help
by automating engagement tracking
and providing concrete metrics to
demonstrate outcomes.

® Use Case: Automated Engagement
Tracking:

Imagine you've had multiple
meetings with the board of a
listed energy firm about its carbon
reduction strategy. By feeding
meeting notes, emails, and public
disclosures into a natural language
processing model, you can
quantify how often key topics - like
carbon capture - are discussed.
Over time, you can track whether
the board is taking concrete steps
towards reducing emissions,
giving you measurable proof of
stewardship impact.

Stewardship isn't just about
spotting issues; it's also
about influencing corporate
behaviour.




3. Driving Accountability and
Transparency

Regulatory bodies and clients alike
are demanding greater transparency
on how ESG considerations shape
investment decisions. Al offers a
rigorous, evidence-based framework
that can be easily audited, reducing
compliance headaches.

® Use Case: Real-Time Reporting
Dashboards

By integrating Al analytics into a
user-friendly dashboard, you can

generate real-time reports on ESG

metrics, engagement progress,
and risk assessments. This goes
a long way in meeting (and often
exceeding) regulatory disclosure
requirements, while providing
clients with clear updates on
how you're safeguarding their

investments.
® Use Case: Auditable Al Algorithms

Accountability is best served

by ‘explainable Al'—algorithms
designed to show how decisions
are made. For instance, if an Al
engine flags a governance risk at a
particular company, the platform
can outline the key data points
triggering that concern, making it
easier for investment committees
to verify and act.

Key Insight: Transparent Al
solutions demystify complex data
processes, enabling investment
teams to confidently integrate Al
insights into stewardship decisions.

Al offers a rigorous, evidence-
based framework that can

be easily audited, reducing
compliance headaches.

4. Preserving Human Judgment and
Trust

Despite Al's transformative potential,
stewardship still involves strategic
judgment. Al will complement, not
replace, human expertise.

® Engage responsible
investment teams to interpret Al
outputs in the light of broader
context—such as local cultural
nuances or industry-specific
challenges.



® Develop clear protgcols for
handling Al-generated alerts. Not
all red flags have the same level
of urgency, and prioritisation is
essential.

Key Insight: Balancing Al-driven
efficiency with the nuance of human
judgment will ensure that stewardship
remains purposeful, authentic, and
aligned with client priorities.

Conclusion

Al is rapidly changing the landscape
of investment stewardship, helping
investors detect ESG risks earlier,
measure engagement outcomes
more precisely, and maintain robust
accountability. By combining Al
capabilities with experienced
stewardship teams, investors can
enhance their influence and achieve

better long-term outcomes without
compromising on rigour or trust.

As Al continues to evolve, thoughtful
adoption is key. At Maanch, we believe
that well-governed Al tools - grounded
in quality data and transparent
methodologies - are the foundation
for the future of stewardship,
unlocking new avenues for data-
driven outcomes and sustainable
value creation.

About the Author

Darshita is the Founder & CEO of
Maanch, a certified B-Corp which
provides pioneering tech solutions
for the asset management sector
to streamline their stewardship
activities. Maanch clients across UK
& Europe collectively manage over
£200bn in assets.




In other news...

HOT OFF THE PRESS: Institutional
investors’ rights of redress given
a boost in a recent UK High Court
judgment.

Summer 2025: Woodsford all set to
host the ICGN Future Leaders Event

As part of Woodsford's continued
support of the International Corporate
Governance Network (ICGN), we're
pleased to announce that we'll be
hosting the London launch event for
the |ICGN Future Leaders initiativg on
3 July 2025. The event will be hosted
on our rooftop and will be a great

Future editions

If you or your colleagues would like
to contribute to future editions of
Engage Quarterly covering all
things escalated engagement and
stewardship, then get in touch
with Mitesh Modha by email at

mmod ha@woodsford.cog.

opportunity for those in early-career
and mid-level investor stewardship
roles to connect with their peers and
enhance their professional networks.
There will be a brief panel session
followed by drinks and canapés as the
sun goes down.

Registrations for this event will open in
mid-April, keep an eye on your emails
and socials for further details.

Contributions from institutional
investors, professional advisors and
academics would be particularly
welcome. Similarly, should any of your
colleagues wish to be added to our
distribution list then let us know.
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