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31/01/2018 
 
 
Dear Frank 
 
I hope you are well. UNISON has already publicly raised concerns over the collapse of 
contractor Carillion and the potential impact on job losses and services.  
 
The company had scheme members in thirteen local government pension funds: Croydon, 
Durham, Ealing, Greater Manchester, Harrow, Hounslow, Nottinghamshire, Oxfordshire, 
South Yorkshire, Teesside, Tyne and Wear, West Midlands and West Yorkshire. Under 
agreements with these funds Carillion should have covered contributions and pension deficit 
payments in case the employer went into liquidation. Similar arrangements should be in 
place for members in the NHS pension scheme. 
 
Staff who did not join the Local government Pensions Scheme (LGPS) or NHS scheme 
would have been enrolled into the company’s defined contribution (DC) scheme under the 
management of Blackrock, the largest asset manager in the world. 
 
I write to request that the Select Committee in its investigation into the collapse of Carillion 
seeks to uncover the role and function of the asset managers who held Carillion shares on 
behalf of pension fund clients. Two particular issues I believe require investigation. Firstly, 
the shorting of Carillion stock by asset managers and secondly the apparent failure to 
undertake stewardship duties on behalf of clients.  
 
According to a UK Financial Conduct Authority register, BlackRock Investment Management 
UK ‘shorted’ Carillion, making a bet its share price would fall on Friday January 12, the last 
working day before the construction company was placed in compulsory liquidation on 
Monday January 15. Indeed BlackRock has been shorting Carillion as far back as 2012, but 
increased its positions in 2017, the year Carillion gave two profit warnings. We recognise 
that short selling is not illegal. 
 
Our Investigations have shown that BlackRock, with over $6tn of clients’ savings to invest, 
was betting on the stock market against Carillion, whilst at the same time running their DC 
pension scheme. This could be seen as a significant conflict of interest.  
 
An urgent question is whether BlackRock used any Carillion employees’ pension fund 
money in bets against Carillion’s share price. Can asset managers act in the best interests 
of company pensioners when the same asset manager, (even if it is a different part of the 
company), is driving down the company share price? 
 
BlackRock was not alone in shorting Carillion, others included, Insight Investment 
Management (Global) Ltd and Henderson Global Investors.   
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Why did Carillion fail, when a considerable amount of new regulation was introduced in the 
aftermath of the Financial Crisis, as shareholders of the banks had let the boards of 
companies get away with reckless behaviour. 
 
That regulation has not worked. It includes Disclosure of Voting Principles, which forces 
commercial asset managers to show how and why they vote as owners of publicly-quoted 
companies – or explain why they want to remain secretive. The clients of these asset 
managers are typically pension funds and insurance companies, i.e. ordinary people paying 
premiums or pension contributions.  
 
These clients pay commercial asset managers in the City of London handsomely and expect 
them to manage their shares and vote on their behalf effectively. Alas, neither the voting 
policies of these asset managers nor their voting records give comfort that they  act any 
more responsibly than the shareholders ten years ago that let Northern Rock crash and left 
HBOS and RBS in dire straits. 
 
The remuneration policy for Carillion’s board of directors was approved by more than 98% of 
shareholders last May, just months before a major profit warning from the company. The 
Disclosure of Voting Principles by many of the companies’ shorting Carillion is virtually 
identical and says that they do not disclose their votes publicly. It seems we have not got 
very far in improving transparency. Asset managers pay lip service to demands from 
regulators and the government do not ensure the regulation works.  
 
The story of Carillion in recent years suggests that, contrary to the Kay Report’s Principles, 
asset managers preferred to exit Carillion by selling the shares they held for their pension 
fund clients. Opposition to board remuneration fell from 2015 to 2017 there was negligible 
challenge on crucial changes such as the erasure of claw back of directors’ remuneration in 
the event of corporate failure.  
 
The Kay Report led to the creation of the Stewardship Code and the Investor Forum, which 
was meant to encourage investors to intervene in failing companies. It also forces 
commercial asset managers to show how and why they vote as owners of publicly-quoted 
companies – or explain why they want to remain secretive. 
 
Questions must be asked of every institutional asset manager acting on behalf of 
shareholders in Carillion: What did you do in the best interests of your clients? What did you 
do to engage with the board to ensure you were discharging your obligations to your pension 
fund clients? How did you vote the shares of your clients on Director Elections, dividend 
payments and executive pay at Carillion?  
 
I would ask that your committee set the review of Carillion wider so as to include the asset 
managers who were meant to be the stewards of the company.   Then perhaps we will bring 
to account those that manage workers’ pension funds that were invested in Carillion, but 
spectacularly failed 
 
Yours sincerely 
 

 
 
Dave Prentis,  
General Secretary UNISON and President of Public Services International 


