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Introduction 
Conflicts of interest policy 

 

The Legal & General Investment Management (LGIM) Investment Stewardship team has responsibility for 

engaging with and voting on listed companies to safeguard and enhance our clients' assets and identifying and 

engaging on emerging governance topics. As part of this process, it is necessary to be able to take informed 

positions, and to be able to actively support companies, in order to obtain the best outcome for our clients. Using 

our scale, we can influence investee companies on important decisions. 

Being seen to identify, manage and mitigate both actual and perceived conflicts is essential to our activities, so 

that clients understand their interests are always put first. Additionally, the management of conflicts is important in 

building long-term relationships with the companies in which we invest, as in order to drive change and have an 

impact on the market we need to be seen as a trusted, fair and transparent investor. 

 

Putting clients' interests first 

 

LGIM owes each of its clients a duty of care with respect to all services undertaken on their behalf. We place our 

clients' interests ahead of our own and undertake activities and cast proxy votes in a manner consistent with the 

best interests of all clients. The team is structured and supported in a way that aims to minimise potential conflicts 

of interest, but when these arise, we are able to act to achieve the best outcome for all clients. 

 

Potential conflicts of interest 

 

There are a number of potential conflicts of interest inherent in the corporate governance activity undertaken at 

LGIM. Detailed below are some of the frequent conflicts of interests that we identify and resolve through the 

application of the conflicts of interest policy. This is not an exhaustive list, and the Investment Stewardship team 

may encounter additional conflicts not detailed in this policy. 
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Potential conflicts  
Legal & General Group plc (L&G) (LGIM's listed parent company) 

 

• Reputational conflicts may arise through the parent company not currently adhering to the best practice 

espoused by the LGIM Investment Stewardship team 

• The parent company may have commercial relationships and connections with companies and stakeholders 

with whom the Investment Stewardship team is engaging 

• The parent company may try to influence LGIM's activities on corporate governance, takeovers and public 

stances on key topics 

 

LGIM clients or prospective clients 

 

• Many of our clients are corporate-sponsored pension schemes that are associated with the companies in 

which LGIM invests 

• Clients may not support the voting and engagement activities of LGIM. For example, where we are casting 

votes against the sponsor management or engaging on issues where they do not adhere to best practice 

• There may be conflicts between clients, for example in the prioritisation of team resource or identifying and 

engaging on material aspects and topics of engagement 

 

Internally within LGIM 

 

• Active equity and active bond mandates have different investment strategies and time horizons from passive 

strategies 

• The interests of equity and bond investors may diverge, for example at the time of a debt issuance, a rights 

issue or a merger and acquisition scenario 

• The views of internal portfolio managers may differ between each other and with the Investment Stewardship 

team. A negative stance from the Investment Stewardship team may impact other interactions with the 

company 

 

Companies in which LGIM invests 

 

• LGIM often receives and processes commercially and price sensitive information 

• The companies LGIM engages with and votes on may be direct competitors of LGIM or L&G 

• The companies LGIM engages with and votes on may contain directors who also sit on the LGIM or L&G 

board 

• There may be personal contacts and connections at the investee company 
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Conflicts identified, mitigated and managed 

Practical processes are in place to identify, manage and mitigate potential conflicts as set out below. We have 

also provided historic case studies to provide further explanation of where such conflicts have arisen in the past, 

and how we dealt with that risk to act in the best interests of our clients.  
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Identification of conflicts 
The early identification of potential or actual conflicts of interests is essential in order to implement effective 

mitigation strategies or processes which help to manage that conflict before it is realised. Potential conflict-

identification measures include: 

• Staff training to identify and manage conflicts of interest adequately 

• Annual review to identify any new conflicts and to review controls around existing conflicts 

• The Investment Stewardship team or the Investment Stewardship Director meets regularly with the equity, 

fixed income and index teams; LGIM management; and the parent company to assist in the identification of 

potential future conflicts. 

 

Case study: Royal Bank of Scotland plc (RBS)* 

As a large investor in RBS, LGIM was contacted by numerous parties about litigation in respect of the RBS rights 

issue in 2008. 

LGIM performed due diligence to see whether this was the right action on behalf of our clients. On inspection we 

monitored the conflicts of interest and put into place our LGIM Conflicts of Interest policies. 

The first step was to identify where the conflicts were: 

• LGIM is still a large investor in RBS 

• RBS is a large pension client of LGIM 

• LGIM and L&G have many business relationships with RBS 

• The UK government owns a large stake in RBS and LGIM has many relationships with the UK government 

LGIM managed these conflicts in accordance with the policies, and the non-executive directors were informed. 

LGIM Holdings (LGIM(H)) had a board meeting and many briefings on the risks and rewards of taking litigation. In 

summary, LGIM decided to proceed with litigation and monitor the relationships and conflicts. During this period of 

litigation, LGIM held many meetings with the RBS board on governance topics and gave constructive advice on a 

range of issues. 

The process went smoothly, and in 2017 RBS agreed to settle the litigation, to the benefit of a variety of parties, 

including LGIM clients. LGIM continues to be a major shareholder in RBS, and RBS remains a client of LGIM. 

  

*For illustrative purposes only. Reference to a particular security is on a historic basis and does not mean that the security is 

currently held or will be held within an LGIM portfolio. The above information does not constitute a recommendation to buy or sell 

any security.  
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Mitigation of conflicts 
LGIM has implemented a number of structures and processes to avoid potential conflicts, to reduce the risk of an 

actual conflict arising, and to mitigate the impact of such conflicts where they do arise. 

 

Structure of the Investment Stewardship team 

The team is structured to mitigate and manage potential internal conflicts of interest. The director of Investment 

Stewardship reports directly to LGIM's chief executive officer (CEO) and is a member of the LGIM board. In 

addition, the LGIM board has delegated responsibility for oversight of conflicts of interest to a Conflicts of Interest 

Committee that comprises five non-executive directors.   

The Investment Stewardship team does not share line management reporting lines with any of the LGIM 

Investment Desks, including the active equity or active fixed income teams. 

The independent reporting line to the board allows the team to form a view and take decisions that are in the long-

term interests of LGIM clients, notwithstanding the investment time horizon and strategy of the underlying 

portfolio. 

 

Legal & General Group equity and bonds 

L&G shares are held externally and voted on independently of LGIM. For L&G shares held by trusts and 

segregated funds, should any conflicts of interest arise, we would inform the client and seek instruction. As part of 

the investment policy for all our fixed income funds, purchasing L&G bonds is not permitted. We are not permitted 

to buy L&G bonds in our active fixed income portfolios. For index fixed income products, L&G bonds are held in 

accordance with their benchmark weight. 

 

Transparent and fair implementation of policies 

Our corporate governance, stewardship, voting and conflicts of interest policies are publicly available on the LGIM 

website. All policies have been approved by the LGIM Corporate Governance Committee (please see below) and 

are regularly reviewed. The transparency and governance of these policies ensures they are fairly and 

consistently applied, thereby assisting in the mitigation of potential conflicts. 
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Management of conflicts 
On the occasions where conflicts are identified and cannot be fully mitigated, we have clear structures in place to 

ensure the proper and right decision will be taken in the interests of our clients, notwithstanding any conflicts of 

interest. 

 

Independent oversight 

Our Investment Stewardship Committee meets quarterly and has explicit responsibility to provide oversight in 

relation to potential conflicts of interests and contentious corporate governance issues. The committee is chaired 

by an LGIM independent non-executive director and comprises a further independent director, and the CEO, chief 

investment officer, and the chief risk officer. The Conflicts of Interest Committee is a committee of LGIM(H). Its 

purpose is to provide independent oversight of LGIM(H) firms' identification, management and disclosure of 

conflicts of interest and potential conflicts of interest. The committee is chaired by a non-executive director and 

membership is drawn from the second-line functions. 

 

Formal escalation process 

Where conflicts are identified outside the Investment Stewardship Committee, the two independent non-executive 

directors of LGIM(H) are available to the Investment Stewardship team for the escalation of how a (potential or 

actual) conflict should be addressed and to oversee this process. Additionally, the CEO of LGIM may be informed, 

if not linked to the conflict. This ensures any conflict is always managed in the long-term interests of clients. 

 

Case study: Scentre Group*  

Scentre Group owns and operates a portfolio of properties in Australia and New Zealand, including approximately 

42 Westfield living centres and more than 12,000 retail outlets. 

 

What is the issue? 

LGIM was set to vote against three resolutions related to executive pay at the company's AGM in April 2020. The 

main issues that led us to these decisions were: 

• Annual bonus: There was no malus/clawback provision, which we believe is an important mechanism. There 

was a lack of specificity in the weighting of the bonus measures, which would allow us to understand which 

element triggers the biggest pay-out and whether it is justified. This was compounded by the fact that there 

was no clear disclosure on the actual targets. Transparency was very poor, making it difficult to explain why 

the CEO achieved 78% of the maximum bonus for the year. 

• LTIP: Development return was one of the performance measures used in the 2019 LTIP award, and the 

company wanted to remove it a year into the performance period. They proceeded to use it again as a 

performance condition in the 2020 award. It is LGIM's policy to vote against retrospective changes to 

performance conditions. 

 

Why is this an issue? 

Both our active equity and index funds held shares in Scentre Group. 

The active equity team has a good, constructive relationship with the CEO, whom they and the wider market hold 

in high regard. 

*For illustrative purposes only. Reference to a particular security is on a historic basis and does not mean that the security is 

currently held or will be held within an LGIM portfolio. The above information does not constitute a recommendation to buy or sell 

any security. 
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Our action to vote against the CEO's pay resulted in the company contacting the active equity portfolio manager 

to question the votes against the proposal. The active equity portfolio manager had, at that time, not been fully 

briefed on our voting sanctions, and this created tension between the two teams resulting in the Director of 

Investment Stewardship getting involved. 

 

Resolution 

Although we continued to vote against these resolutions and maintained consistency, the matter was resolved 

following a detailed explanation of the rationale for the voting decision, and an offer to engage with the company 

with constructive suggestions on how they can improve their executive pay policies and disclosure. Explaining this 

to our investment teams and the company was important to maintain consistency with all our investee companies 

and helps us achieve best practice in remuneration policies. 
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Case study: combined board chair and CEOs; Global proxy voting 

implementation  

In January 2020 we updated our global proxy voting principles to systematically vote against the re-election of 

combined board chair and CEOs. 

 

What is the issue? 

We believe that separate roles provide a balance of authority and responsibility that enhances the probability of 

long-term success. The impetus to strengthen the position now was based on a host of market dynamics, 

including companies splitting the roles in times of crisis (e.g. Wells Fargo*, Tesla* and Boeing*), companies 

recombining after splitting the roles (e.g. Best Buy, General Motors and Bank of America), candid director 

feedback that consolidated influence is the root of many governance challenges, and our interest in taking a 

visible stand to accelerate separations. 

 

Why is this an issue? 

Companies across the globe that have the combined role are sensitive to this stance as it is a direct critique of 

their leadership structure. The US market is particularly challenged as roughly 45% of S&P 500 companies have 

combined board chair and CEO. For our US business, which is significant, we have a substantial number of 

corporate clients and future prospective corporate clients that have a combined chair/CEO structure. There is a 

potential conflict here as our public position may cause sensitivities with existing and prospective clients who have 

combined roles. 

 

Resolution 

The conflict of interest between investor rights and corporate clients as it relates to our proxy voting policy is well 

known at LGIM. We have structurally added external directors to our corporate governance committee, which 

approves annual Investment Stewardship policy updates specifically to manage these types of conflicts and 

protect our principles and ensure they are applied consistently. 

While we understand the business implications, the integrity of our investment stewardship must be maintained; 

therefore, we won the support of the committee to maintain our stance. We believe going public was needed to 

improve the market for all clients. This also helps corporate boards understand in advance and avoid being 

caught by surprise, allowing us to drive the change we sought. 

  

*For illustrative purposes only. Reference to a particular security is on a historic basis and does not mean that the security is 

currently held or will be held within an LGIM portfolio. The above information does not constitute a recommendation to buy or sell 

any security. 
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Case study: Deliveroo*; one share, one vote 

Deliveroo is engaged in delivering food to consumers from restaurants and grocers. The company is also a client, 

as LGIM runs its pension scheme. 

 

What is the issue? 

LGIM believes that one share, one vote is paramount to good governance, and is required in the market to enable 

us to undertake our stewardship activities effectively. Over the years there have been continued efforts by 

policymakers and regulators to weaken these key rights, including in Hong Kong, Singapore, Europe, the United 

States and in the UK. When Deliveroo was floated on the UK stock market in 2021, it listed with a dual-class 

share structure. 

 

Why is it an issue? 

The one share, one vote principle embeds fair and equal treatment of all shareholders by allocating control in 

direct proportion to the level of economic interest and exposure to risk. If allocation of control is uneven, this 

raises the risk of a controlling group entrenching its positions and acting to the disadvantage of non-controlling 

shareholders. 

Therefore, the protection of shareholder rights continues to be a key focus in our stewardship activities. In addition 

to engaging with policymakers and governments, where large companies have listed with multiple voting rights, 

LGIM has on occasion been public in reiterating our stance of supporting one share, one vote. Over the years, we 

have publicly referred to the IPOs of SNAP*, LYFT* and Deliveroo to highlight the importance of one share, one 

vote and to support our stewardship activities in this space.  

 

What was the resolution? 

At LGIM, we have added external directors to our Investment Stewardship Committee to oversee these types of 

conflicts, when we are dealing with ESG issues that pertain to our clients, and to ensure our principles are applied 

consistently. In the case of Deliveroo, we chose not to participate in the company’s IPO as a result of our 

concerns and announced this decision publicly. 

While we understand the business implications of such decisions, the integrity of our investment stewardship 

activities must be maintained. We believe going public with our concerns was needed to improve the market for all 

clients. This also helps other corporate boards, regulators and policymakers understand our views on the topic. 

 

 

 

 

 

 

 

  

*For illustrative purposes only. Reference to a particular security is on a historic basis and does not mean that the security is 

currently held or will be held within an LGIM portfolio. The above information does not constitute a recommendation to buy or sell 

any security. 
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Important information 
Legal & General Investment Management 

One Coleman Street 

London 

EC2R 5AA 

 

Authorised and regulated by the Financial Conduct Authority.  

Legal & General Investment Management does not provide advice on the suitability of its products or services. 

Ultimate holding company - Legal & General Group plc. 

 

LGIM UK Disclaimer and important legal notice  

The information contained in this document (the ‘Information’) has been prepared by Legal & General Investment Management Limited, or by 

Legal and General Assurance (Pensions Management) Limited and/or their affiliates (‘Legal & General’, ‘we’ or ‘us’). Such Information is the 

property and/or confidential information of Legal & General and may not be disclosed by you to any other person without the prior written consent 

of Legal & General.  

No party shall have any right of action against Legal & General in relation to the accuracy or completeness of the Information, or any other 

written or oral information made available in connection with this publication. Any investment advice that we provide to you is based solely on 

the limited initial information which you have provided to us. No part of this or any other document or presentation provided by us shall be 

deemed to constitute ‘proper advice’ for the purposes of the Pensions Act 1995 (as amended). Any limited initial advice given relating to 

professional services will be further discussed and negotiated in order to agree formal investment guidelines which will form part of written 

contractual terms between the parties. 

Past performance is no guarantee of future results. The value of an investment and any income taken from it is not guaranteed and can go down 

as well as up, you may not get back the amount you originally invested.  

The Information has been produced for use by a professional investor and their advisors only. It should not be distributed without our permission. 

The risks associated with each fund or investment strategy are set out in this publication, the relevant prospectus or investment management 

agreement (as applicable) and these should be read and understood before making any investment decisions. A copy of the relevant 

documentation can be obtained from your Client Relationship Manager. 

Confidentiality and Limitations: 

Unless otherwise agreed by Legal & General in writing, the Information in this document (a) is for information 

purposes only and we are not soliciting any action based on it, and (b) is not a recommendation to buy or sell 

securities or pursue a particular investment strategy; and (c) is not investment, legal, regulatory or tax advice. Any 

trading or investment decisions taken by you should be based on your own analysis and judgment (and/or that of 

your professional advisors) and not in reliance on us or the Information. To the fullest extent permitted by law, we 

exclude all representations, warranties, conditions, undertakings and all other terms of any kind, implied by statute 

or common law, with respect to the Information including (without limitation) any representations as to the quality, 

suitability, accuracy or completeness of the Information. 

Any projections, estimates or forecasts included in the Information (a) shall not constitute a guarantee of future 

events, (b) may not consider or reflect all possible future events or conditions relevant to you (for example, market 

disruption events); and (c) may be based on assumptions or simplifications that may not be relevant to you.  

The Information is provided ‘as is' and 'as available’. To the fullest extent permitted by law, Legal & General 

accepts no liability to you or any other recipient of the Information for any loss, damage or cost arising from, or in 

connection with, any use or reliance on the Information. Without limiting the generality of the foregoing, Legal & 

General does not accept any liability for any indirect, special or consequential loss howsoever caused and on any 



 

 

August 2021 Investment Stewardship – Conflicts of interest policy 

14  |  08/2021 - Intended for investment professionals only. Not to be distributed to consumers.  

theory or liability, whether in contract or tort (including negligence) or otherwise, even if Legal & General has been 

advised of the possibility of such loss. 

Third Party Data: 

Where this document contains third party data ('Third Party Data’), we cannot guarantee the accuracy, 

completeness or reliability of such Third Party Data and accept no responsibility or liability whatsoever in respect 

of such Third Party Data.  

Publication, Amendments and Updates:  

We are under no obligation to update or amend the Information or correct any errors in the Information following 

the date it was delivered to you. Legal & General reserves the right to update this document and/or the 

Information at any time and without notice.   

Although the Information contained in this document is believed to be correct as at the time of printing or 

publication, no assurance can be given to you that this document is complete or accurate in the light of 

information that may become available after its publication. The Information may not take into account any 

relevant events, facts or conditions that have occurred after the publication or printing of this document. 

Telephone Recording 

As required under applicable laws Legal & General will record all telephone and electronic communications and 

conversations with you that result or may result in the undertaking of transactions in financial instruments on your 

behalf. Such records will be kept for a period of five years (or up to seven years upon request from the Financial 

Conduct Authority (or such successor from time to time)) and will be provided to you upon request. 

Legal & General Investment Management Limited. Registered in England and Wales No. 02091894. Registered 

Office: One Coleman Street, London, EC2R 5AA. Authorised and regulated by the Financial Conduct Authority, 

No.119272. 

Legal and General Assurance (Pensions Management) Limited. Registered in England and Wales No. 01006112. 

Registered Office: One Coleman Street, London, EC2R 5AA. Authorised by the Prudential Regulation Authority 

and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, No. 202202. 

The LGIM Workplace Savings division on behalf of both Legal and General Assurance Limited. Registered in 

England and Wales No. 00166055. Authorised by the Prudential Regulation Authority and regulated by the 

Financial Conduct Authority and the Prudential Regulation Authority. As well as Legal & General (Portfolio 

Management Services) Limited. Registered in England and Wales No. 

 02457525. Authorised and regulated by the Financial Conduct Authority, No. 146786. Registered Offices: One 

Coleman Street, London, EC2R 5AA. 

 


