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THE SIX PRINCIPLES

PREAMBLE TO THE PRINCIPLES

As institutional investors, we have a duty to act in the best long-term interests of our beneficiaries. In this fiduciary role, we
believe that environmental, social, and governance (ESG) issues can affect the performance of investment portfolios (to
varying degrees across companies, sectors, regions, asset classes and through time). We also recognise that applying these
Principles may better align investors with broader objectives of society. Therefore, where consistent with our fiduciary
responsibilities, we commit to the following:

We will incorporate ESG issues
into investment analysis and
decision-making processes.

We will be active owners and
incorporate ESG issues into our
ownership policies and practices.

We will seek appropriate
disclosure on ESG issues by
the entities in which we invest.

We will promote acceptance and
implementation of the Principles
within the investment industry.

We will work together to
enhance our effectiveness in
implementing the Principles.

We will each report on our
activities and progress towards
implementing the Principles.

PRI's MISSION

We believe that an economically efficient, sustainable global financial system is a necessity for long-term value creation. Such
a system will reward long-term, responsible investment and benefit the environment and society as a whole.

The PRI will work to achieve this sustainable global financial system by encouraging adoption of the Principles and
collaboration on their implementation; by fostering good governance, integrity and accountability; and by addressing
obstacles to a sustainable financial system that lie within market practices, structures and regulation.

PRI DISCLAIMER

The information contained on this document is meant for the purposes of information only and is not intended to be investment, legal, tax or other advice, nor is it intended to be relied upon in making an investment
or other decision. All content is provided with the understanding that the authors and publishers are not providing advice on legal, economic, investment or other professional issues and services. PRI Association is
not responsible for the content of websites and information resources that may be referenced. The access provided to these sites or the provision of such information resources does not constitute an endorsement
by PRI Association of the information contained therein. PRI Association is not responsible for any errors or omissions, for any decision made or action taken based on information on this document or for any loss or
damage arising from or caused by such decision or action. All information is provided “as-is” with no guarantee of completeness, accuracy or timeliness, or of the results obtained from the use of this information, and
without warranty of any kind, expressed or implied.

Content authored by PRI Association

For content authored by PRI Association, except where expressly stated otherwise, the opinions, recommendations, findings, interpretations and conclusions expressed are those of PRI Association alone, and do
not necessarily represent the views of any contributors or any signatories to the Principles for Responsible Investment (individually or as a whole). It should not be inferred that any other organisation referenced
endorses or agrees with any conclusions set out. The inclusion of company examples does not in any way constitute an endorsement of these organisations by PRI Association or the signatories to the Principles for
Responsible Investment. While we have endeavoured to ensure that information has been obtained from reliable and up-to-date sources, the changing nature of statistics, laws, rules and regulations may result in
delays, omissions or inaccuracies in information.

Content authored by third parties

The accuracy of any content provided by an external contributor remains the responsibility of such external contributor. The views expressed in any content provided by external contributors are those of the
external contributor(s) alone, and are neither endorsed by, nor necessarily correspond with, the views of PRI Association or any signatories to the Principles for Responsible Investment other than the external
contributor(s) named as authors.
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EXECUTIVE SUMMARY

Responsible investors need decision-useful data to

inform their investment process and reporting. Recent
developments in standards, rules and laws regarding
corporate sustainability disclosure aim to address these
data needs. However, standard setters and regulators often
consider responsible investors as a single, homogenous
group of financial market participants with common data
needs. In practice, responsible investors differ significantly in
their needs for data, due to differing objectives, strategies,
jurisdictions, etc.

To ensure that these disclosure standards, rules and laws
provide decision-useful information to all responsible
investors, there is need for a more evidence-based
understanding of responsible investors’ data needs. This
is particularly timely as standard setters develop more
complex issue-specific standards.

This paper sets out the PRI's Investor Data Needs
Framework, which offers a structure to identify decision-
useful corporate sustainability data for responsible
investors. The purpose of this framework is to ensure that
disclosure standards, rules and laws produce decision-
useful data that reflects the diversity in data needs among
responsible investors.

The Investor Data Needs Framework has been developed by
the PRI, with support from Chronos Sustainability, through
iterative stages of engagement with signatories, a desk-
based review of literature, and engagement with subject
experts. This approach was taken to ensure the framework
is underpinned by investors’ practice of responsible
investment.

Figure ES.1: Investor Data Needs Framework (overview)

Requirement |
Data must be
available

Produced

Requirement I
Data must be of
sufficient quality

Fair
representation

WHAT IS THE FRAMEWORK?

The framework comprises a series of high-level
requirements to ensure that data is decision-useful for
responsible investors.

WHAT IS DECISION-USEFUL DATA?

For data to be decision-useful it must be available, of
sufficient quality and relevant to either the investment
decision-making process (i.e., material) or to investor
reporting obligations, or to both.

The framework identifies three broad requirements
(Figure ES.):

= Data must be available. It must be: (i) produced,
whether as raw data from companies or processed by
data service providers; and (ii) accessible to the investor
to use in its responsible investment processes.

= Data must be of sufficient quality. It must be: (i) a
faithful representation of what the company intends to
report; (ii) comparable across multiple dimensions, such
as geographies and timeframes; and (iii) verifiable by
investors through transparent disclosure and third-party
verification of the report, dataset or, in some instances,
a specific data point.

= Data must be relevant. This means that it must be
relevant for investors’ responsible investment processes
or to produce their investment reporting. This is defined
using a ‘relevance matrix’, which specifies requirements
for data to be decision-useful for investment strategies
and responsible investment activities (see box below).

Accessible

Relevant

Requirement Il

Data must be
relevant

Comparable

Verifiable




WHAT IS THE RELEVANCE MATRIX?

The relevance matrix summarises the set of
requirements for data to be decision-useful to
responsible investors’ investment process or reporting. It
comprises three elements:

= Investment strategies: three of the most frequently
used investment strategies — fundamental, quant and
passive strategies.

= Responsible investment activities: these 19
investment activities reflect the majority of activities
that responsible investors would consider in their
investment process and reporting.

= Data characteristics: these define the requirements
for the investment activities implemented under
each investment strategy and include the type of
data (e.g., contextual), the nature of the data (e.g.,
quantitative), the time horizon of the data (e.g.,
historic), the granularity of the data (e.g., at the
business entity level), whether the data includes
information along the value chain, and whether the
underlying data points are verified.

As the framework covers most investment strategies and
investment activities used by responsible investors, an
investor can identify its individual data needs. Likewise, the
framework can be applied to identify the data needs for all
signatories applying any or all of the investment strategies
and responsible investment activities in the framework.

HOW DOES THE FRAMEWORK WORK
IN PRACTICE?

The two primary use cases for the Investor Data Needs
Framework are:

1. Toidentify data needs: applying the framework
to identify a set of requirements for corporate
sustainability data for a specific use context — whether
for an investment strategy or activity, or for a specific
sustainability issue, etc.

2. To assess a corporate sustainability disclosure standard,
rule or law: applying the framework to assess disclosure
requirements using the set of corresponding data needs
from Use Case 1.

This is not an exhaustive list of applications of the
framework but covers those that naturally come from its
defined purpose.’ Note, the framework is not limited to use
by the PRI.2

The main body of the report outlines the two use
cases, including the steps an organisation could follow
to implement them, and case studies to illustrate their
application.

WHAT IS NEXT FOR THE FRAMEWORK?

For the PRI, the next steps for the Investor Data Needs
Framework are three-fold:

1.  Gather feedback on the framework — We will seek
feedback from signatories, policy makers, standard
setters and other stakeholders on the framework and
its application. This period will include at least one
workshop or roundtable to gather feedback from PRI
signatories and discuss future updates.

2. Apply the framework in the PRI's engagement with
standard setters and regulators — The framework will
help the PRI understand the breadth of our signatories’
data needs for corporate sustainability data, to further
evidence our engagement with standard setters
and regulators. In particular, we expect to use the
framework to inform our position on forthcoming issue-
specific disclosure standards, rules and laws.

3. Update the framework - the PRI will release an updated
report on the Investor Data Needs Framework, based
on feedback, lessons learnt and expansions to the
framework (e.g., to new data sources). In particular,
the update will look to address a gap in the current
framework by identifying what responsible investment
activities investors most frequently implement on
different issues. This will help standard setters and
regulators develop a sense of what data is most
important for responsible investors today and in the
future.

1 Other use cases could include applying the framework to: identifying gaps in the current data landscape; assessing other data sources (e.g., NGO data); and assessing other disclosure

requirements (e.g., guidance documents from initiatives).

2 Other users might Include standard setters and regulators, and individual responsible investors or investor groups.



INTRODUCTION

‘Driving meaningful data throughout markets’ is a key PRI
Blueprint target. It enables the flow of high-quality decision-
useful data from companies through the investment

chain to inform asset owners’ and investment managers’
implementation of their responsible investment practices.
However, investors regularly complain to the PRI about a
lack of decision-useful corporate sustainability data.
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As the world’s leading proponent of responsible investment,
the PRI advocates for globally comparable and decision-
useful corporate sustainability disclosure. The PRI is
therefore working with its global network of over 5,000
signatories to ensure that developments in sustainability
standard setting and rulemaking (see Box 1) enable globally
comparable and decision-useful corporate sustainability
disclosures.

BOX 1: DEVELOPMENTS IN SUSTAINABILITY STANDARD SETTING AND RULEMAKING

Sustainability disclosure by companies is driven by a number of internal and external factors, including, respectively,
corporate governance and developments in corporate sustainability disclosure standards, rules and laws. Historically,
there have been few mandatory requirements,3 and most corporate sustainability disclosures have been made using

voluntary frameworks.4 However, in recent years, the number of mandatory disclosure requirements has grown, with the
establishment of the International Sustainability Standards Board (ISSB) by the IFRS Foundation in 2022 and significant
developments across jurisdictions such as the EU and the US.

These draft standards, rules and laws will, once implemented, significantly expand the scope and granularity of mandatory
sustainability-related disclosures. They can broadly be split into general sustainability disclosure requirements and those

focused on specific issues.

General sustainability draft standards include:

= |FRS Exposure Draft S1 (ED IFRS S1) — The ISSB draft
standard contains requirements on general features
of disclosure and disclosure requirements applicable
to all sustainability issues.

m  ESRS Exposure Drafts 1and 2 (ED ESRS 1 & 2) -
The EFRAG draft standards contain requirements
on general features of disclosure and disclosure
requirements applicable to all sustainability issues
covered by the EU Corporate Sustainability Reporting
Directive (CSRD).

Issue-specific draft standards include:

s The SEC Proposed Rule — This is mandatory climate-
related disclosure proposed by the US Securities and
Exchange Commission (SEC).

s |FRS Exposure Draft S2 (ED IFRS S2) — This ISSB
draft standard contains climate-related disclosure
requirements.

m  ESRS Issue-specific Exposure Drafts (ED ESRS)

— EFRAG draft standards containing disclosure
requirements on specific environmental, social and
governance issues, under the EU CSRD.

3 Based on the PRI’s review of reporting requirements in nine jurisdictions and some key global reporting initiatives in the Review of Trends in ESG Reporting Requirements for Investors.

4 Voluntary reporting practice is shaped by the use of standards, such as those from the Global Reporting Initiative (GRI) and the Sustainability Accounting Standards Board (SASB),

which is now part of the IFRS Foundation.


https://www.unpri.org/download?ac=16705
https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/exposure-draft-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13765-European-sustainability-reporting-standards-first-set_en
https://www.sec.gov/rules/proposed/2022/33-11042.pdf
https://www.ifrs.org/content/dam/ifrs/project/climate-related-disclosures/issb-exposure-draft-2022-2-climate-related-disclosures.pdf
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13765-European-sustainability-reporting-standards-first-set_en

Corporate sustainability disclosure standards, rules and laws
are designed to meet the needs of investors, who make

up one of the primary groups of users of the disclosures.
However, standard setters and regulators often consider
responsible investors as a single, homogenous group of
financial market participants with common data needs. This
assumption is intended to ensure that disclosure meets the
minimum needs of a wide group of investors and to limit the
level of complexity in disclosure requirements.

However, in practice, there is little homogeneity in
responsible investors’ data needs. For example, we see
significant variation in data needs among the PRI’s signatory
base, driven by factors such as signatories’ objectives,
strategies, fund size, jurisdiction, the asset classes in which
they invest, sustainability issues of interest and their own
disclosure requirements, to name a few.5

Therefore, as standards, rules and laws on corporate
sustainability continue to develop, there is need for a more
evidence-based understanding of responsible investors’ data
needs. This is particularly timely as standard setters and
regulators develop more complex issue-specific disclosure
standards, rules and laws.®

This paper sets out the PRI’s Investor Data Needs
Framework, which is a structure to identify decision-useful
corporate sustainability data for responsible investors.

The purpose of the framework is to ensure that disclosure
standards, rules and laws produce decision-useful data that
reflects the diversity of needs for data across responsible
investors.

The paper builds on the insights of previous research

and thought leadership by the PRI on sustainability
reporting, namely the discussion paper by the PRI and the
International Corporate Governance Network on Corporate
ESG Reporting and the report by the PRI on its Driving
Meaningful Data (DMD) Framework.

Although the DMD Framework recognised that corporate
disclosure and investor reporting are both key components
of an ‘end-to-end’ reporting system, this paper focuses only
on the role of corporate disclosure. This paper considers
investor reporting in defining investors’ data needs, rather
than the potential implications of the Investor Data Needs
Framework for investor reporting (see Box 2).

5 For alonger list of factors, see the list of drivers in Appendix 2.

BOX 2: THE COMPLEX LINK BETWEEN INVESTOR
DATA NEEDS AND INVESTOR REPORTING

The DMD Framework envisioned an ‘end-to-end’
sustainability reporting system as one “which cohesively
characterises how entities are managing sustainability
risks and opportunities, and how their actions and
activities shape or contribute towards sustainability
outcomes”. This broad concept envisages a consistent
flow: from data to inform investment decision-making
(which includes corporate disclosure) to investors’
reporting.

However, historically this link has not been clear-cut.
Investors’ reporting, whether mandatory or voluntary,
has focused on reporting on their objectives and internal
processes (e.g., reporting on internal governance
processes to assess ESG).” This type of reporting — also
referred to as ‘tell-me’ reporting — does not rely on data
regarding the specific investees.

More recently, investor reporting has been shifting
towards ‘show-me’ reporting. In contrast to the tell

me approach, it requires reporting on the results and
outputs of investors’ processes. These might include the
number of proxy votes, or changes to their sustainability
performance, for example their portfolio carbon footprint
or contribution to wider sustainability goals. As a result,
this type of reporting is more heavily dependent on
aggregated data from investees, aggregated to the level
of financial product, asset class or investment entity.

In line with this trend, the PRI has been expanding the
show-me reporting requirements of its Reporting and
Assessment (R&A) Framework for signatories,® most
recently in relation to investors’ sustainability outcomes.?
This show-me reporting complements the ongoing
reporting requirements on investors’ objectives and
processes.

As aresult, the relevance of the Investor Data Needs
Framework to investor reporting is, for now, limited.
This paper only considers investor reporting as one of
the activities that informs the data needs of investors
(see Responsible Investment Activities). As the data
requirements of investor reporting — including the PRI’s
R&A Framework — continue to evolve, we will continue
to assess the interaction between those data needs,
the data to inform investment decision-making, and the
application of the Investor Data Needs Framework.

6 These standards, rules and laws require far more granular information from companies than the previous general sustainability disclosure standards, which have historically been the
focus of developments in sustainability standard setting and rulemaking (Box 1). Given the scale and complexity of these standards, it is paramount that an approach is used to establish

where the data is decision-useful for responsible investors.

7  For more information see the PRI’s Review of Trends in ESG reporting Requirements for Investors.

8 The R&A Framework is the world’s largest reporting project on responsible investment measured by assets under management covered.

9 For example, in the Sustainability Outcomes module of the 2023 R&A Framework, there are specific disclosure requirements on target setting for sustainability outcomes and progress

tracking these outcomes.



https://www.unpri.org/news-and-press/pri-icgn-launch-discussion-paper-on-corporate-esg-reporting/3753.article
https://www.unpri.org/news-and-press/pri-icgn-launch-discussion-paper-on-corporate-esg-reporting/3753.article
https://www.unpri.org/driving-meaningful-data/driving-meaningful-data-financial-materiality-sustainability-performance-and-sustainability-outcomes/6446.article
https://www.unpri.org/driving-meaningful-data/driving-meaningful-data-financial-materiality-sustainability-performance-and-sustainability-outcomes/6446.article
https://www.unpri.org/download?ac=16705

The rest of this report is structured as follows:

Approach outlines the scope of the framework, and our
approach to developing it;

Investor Data Needs Framework summarises the
requirements that underpin it;

Application of the framework outlines the two primary
use cases for the framework, illustrated with case
studies; and

Next steps sets out how the PRI will engage on

the framework, implement the framework in its
engagement with standard setters and regulators, and
expand it in future.

This is accompanied by three appendices and a glossary of
terms.

2023




UNDERSTANDING THE DATA NEEDS OF RESPONSIBLE INVESTORS

APPROACH

The Investor Data Needs Framework has been developed The framework must also be granular enough to look at
by the PRI, with support from Chronos Sustainability, a specific data needs, such that it can be applied to a specific
specialist advisory firm. sustainability issue or by a group of investors (for example,

those focused on a specific asset class or operating in a
The scope of the framework was dictated by the breadth of particular jurisdiction).
our signatories’ data needs. As a result, the framework must

be applicable to responsible investors, irrespective of their As set out in Figure 1, the framework was developed
objectives and strategies, the sustainability-related issues through iterative stages of engagement with signatories,
they focus on, the asset classes they invest in*® and the listed in the Acknowledgements, a desk-based literature
jurisdictions they operate in. review and consultation with subject experts.

Figure 1: Project approach

Engagement with signatories Desk-based review Engagement with subject experts

Extensive engagement with 30 Review of literature on: Engagement with experts from:
signatories through:
= sustainability reporting standards; | =  within the PRI; and

= one-to-one interviews (24 = financial market participants’ data | =  the team at Chronos
signatories); needs; and Sustainability.

= online survey (24 signatories with ' & gyidance on how investors
46 financial product ‘types’™); and implement responsible

= roundtable discussion (11 investment.

signatories).

*For part of the online survey, we asked signatories to respond across broad product ‘types’.”

Engagement with signatories was at the core of developing
the framework. This included a diverse group of asset
owner, investment manager and service provider signatories,
operating in different regions, with different fund sizes,
investment strategies, asset class focus, etc.”? Most of the
signatories are members of the PRI's Corporate Reporting

Reference Group.

The approach means that the framework is underpinned
by the real-world practice of responsible investment and,
where possible, it builds on established concepts.

10 Given the focus on corporate data, asset classes (or sub-asset classes) within scope are listed equities, private equity and applicable fixed income sub-asset classes, including private
debt.

11 Each ‘type’ was meant to be unique in the investment activities they implemented, irrespective of the asset class, geography, etc. This approach was taken as we recognise that asset
managers may have financial products or funds that may take drastically different approaches to responsible investment.

12 We note, however, we have limited representation from emerging markets, with just two emerging markets-based PRI signatories participating.


https://www.unpri.org/signatory-resources/advisory-committees-and-working-groups/320.article#Driving_Meaningful_Data
https://www.unpri.org/signatory-resources/advisory-committees-and-working-groups/320.article#Driving_Meaningful_Data
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THE INVESTOR DATA NEEDS

FRAMEWORK

The Investor Data Needs Framework provides a structure
to identify decision-useful data. It does this by specifying a
series of high-level requirements for data to ensure that it is
decision-useful for most responsible investors.

The framework is developed on the basis that, for data =
to be decision-useful to an individual investor, it must be
available, of sufficient quality and relevant to either the
investment decision-making process (i.e., material) or to
investor reporting obligations, or to both. This is reflected
in the three broad requirements (I-1ll) of the framework
(Figure 2). .

The framework adopts a wide definition of corporate
sustainability data, in terms of what it means by data and
the channels whereby data is transmitted to investors’ data
infrastructure’ (Box 3).

BOX 3: CORPORATE SUSTAINABILITY DATA

The framework’s definition of corporate sustainability
data does not distinguish between:

a single datapoint or a dataset. Data could be a single
data point (whether an individual metric, indicator

or string of text) or a wider dataset (i.e., more than
one metric, indicator or string). Note that even when
we refer to a single datapoint, there may be multiple
pieces of information or metadata within the ‘point’;
the characteristics of the data, including whether
qguantitative or qualitative, the time horizon, the scale
of the data etc,; and

different sources of corporate data. See
Requirement | for more information.

This definition of corporate sustainability data is agnostic
of corporate definitions of ‘materiality’ (financial, impact,
dynamic, etc.) as materiality for investors depends
entirely on what is relevant to them. See Requirement IlI
of the framework.

Figure 2: Investor Data Needs Framework (overview)

Requirement|

Data must be
available

Produced

Requirement Il

Data must be of
sufficient quality

Fair
representation

Accessible

Relevant

Requirement il

Data must be
relevant

Comparable

Verifiable

13 Data infrastructure refers to the systems through which investors collect, process and input the data into their decision-making and reporting. This may include products from one or

more data service providers, processing software (e.g., natural language processing) and models.



The following sections outline the three broad (and
respective specific) requirements for corporate
sustainability data to be decision-useful for a responsible
investor.

REQUIREMENT I: DATA MUST BE
AVAILABLE

Data must be available in order for it to be used in an
individual investor’s responsible investment process or
disclosure. Availability has two specific requirements: data
must be produced and be accessible.™

DATA MUST BE PRODUCED

Corporate sustainability data can be produced via different
channels, which are broadly organised into:

= raw data from companies, whether from public
disclosure (e.g., financial accounts, integrated reports or
sustainability reports),’s investors’ requests or via data
service providers who collect this from public disclosure
or their own written requests or questionnaires; and

= data processed by a data service provider, including
estimated data,® derived data,” and scores or ratings.”®

Where the raw data that investors need is not produced by
companies, investors can engage with them to encourage
them to provide this data, taking due account of the
feasibility of disclosing it.'® Where raw data is not produced,
but investors still require the data, they will then rely on
data processed by a data service provider — particularly
estimated data and ratings or scores.

If the data is considered material to the individual investor’s
decision-making, its absence (whether raw or processed)
could prevent new investments or result in divestment
from a company. Box 4 outlines different approaches that
investors in private markets undertake to overcome this
barrier.

BOX 4: APPROACHES TO TACKLE LIMITED DATA
IN PRIVATE MARKETS

The production of data is an acute issue in private
markets, where companies are typically not required by
regulators or stock exchanges to disclose information
to the same extent as their listed peers. In two specific
investment contexts, signatories took the following
approaches to tackle this gap:

= Early-stage investments: For investors’ due
diligence of early-stage investees, data does not
usually exist and it is not feasible for investees to
produce it. Investors instead must rely on proxies.
For example, one signatory said it profiles company
management as a proxy for preparedness and action.

= Later-stage investments — with control: Data
is not produced, so fund managers (limited
partners, or LPs) work with their investors (general
partners, or GPs) to collect this data during due
diligence processes and to create procedures
for data production for regular disclosure. The
latter approach is particularly likely when GPs are
contractually required to report data to LPs.

GPs may go a step further and require that investee
companies collect additional data as a condition for
investment.

Note, if a GP does not exert control over an investee, or

if the GP is not required to collect the data, it may not

be possible for investors (especially LPs) to access that
data, even if it is produced by the investee. In certain
situations, investors in private markets may not have any
corporate data. For example, a fund of funds operating in
the secondary market may need to focus on determining
the profile and track record of the GP it is investing
through, rather than that of all the (numerous) underlying
investments.

14 This approach is similar to the approach taken by the Network for Greening the Financial System (NGFS) in its Bridging Data Gaps report. The report defined availability in terms of the
coverage, granularity and accessibility of the data for an individual investor, which links more with the third requirement of the framework (i.e., relevance)

15 As set out later, investors need data to inform their investee stewardship (i.e., engagement and proxy voting; see Relevance). However, there is also a feedback loop, as investee
stewardship can also be a source of data to help inform investors’ decision-making process or investor reporting obligations.

16 These are the provider’s best estimates, using proxies or models, or both.

17 Derived data combines two or more datapoints to estimate a ratio, percentage, etc. The underlying datapoints may be raw data or estimated data.

18 These combine one or more data points that may be raw, estimated or derived data, to report a normalised indicator.

19 Signatories stated that they try to make data requests to corporate entities as practical as possible, accounting for the costs to the company and ensuring that the data is material to
them. The data collection or reporting may not be feasible for different reasons including a lack of resources, a lack of expertise, and the complexity and practicality of gathering the

requisite data or performing the calculations.


https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf

DATA MUST BE ACCESSIBLE

Accessibility refers to whether data is in a format that

the individual investor can easily input into its data
infrastructure and use in its responsible investment process
and reporting.

There is no consensus on the exact format that data should
follow, as each investor’s infrastructure will differ, but overall
expectations are that the data should at least be digital and
include metadata (including tags). As data can, if required,
be reformatted to meet an investor’s exact requirements,
the format in which data is supplied does not present a
barrier to its use; it can, however, make that use more
difficult and time consuming.

Signatories noted that accessibility was also a function of
factors outside of corporate data, including: the size of the
investor’s portfolio compared with its available resources
(such as the number of analysts); its investment strategy;
and the state of its data infrastructure (Box 5).

2023

BOX 5: ACCESSIBLE DATA INFRASTRUCTURE

Signatories observed that ensuring that data can

be used in asset owners’ and investment managers’

data infrastructure is an important step in integrating
decisions on responsible investment into wider
investment decision making. However, the accessibility
of the data format is only one element of what investors
need to do to ensure this data is available to their
decision-makers (such as portfolio managers), especially
when investors operate over multiple jurisdictions.

One signatory noted that accessibility depends on

the integration of its different platforms into its data
infrastructure — referred to as a ‘data lake’. For example,
if its portfolio managers and analysts are working across
multiple platforms to find data or record engagements,
it disincentivises the use of additional data in the

investment process.




REQUIREMENT Il: DATA MUST BE OF
SUFFICIENT QUALITY

The available data must be of sufficient quality to inform
individual investors’ responsible investment process or
reporting.

The clearest benchmark to assess whether information is
of sufficient quality for financial market participants is the
qualitative characteristics of useful information defined by
the IFRS Foundation’s Conceptual Framework for Financial

Reporting. An assessment of the six characteristics of the
Conceptual Framework identified faithful representation,
comparability and verifiability as specific requirements

for data to be of sufficient quality (see Appendix 1 for a
mapping of all six IFRS characteristics to the Investor Data
Needs Framework). As illustrated in the appendix, these
same characteristics are also central to recognised draft
standards on sustainability disclosure and recent literature
on investors’ data needs.

These three specific requirements are outlined in the
sections that follow. Their descriptions build on the
terminology used by the IFRS and the draft sustainability
standards,?° updating them to focus on the specific

needs of asset owners and investment managers.?' These
requirements are interrelated and their relative importance
will depend on the individual investor’s requirements for its
investment processes or reporting (Box 6).

BOX 6: RELATIVE IMPORTANCE OF
COMPARABILITY

One signatory noted that an investor’s investment
strategy may determine the relative importance of
comparability. It highlighted that, where the strategy is
passive or quant, comparability would be more important
than if a fundamental strategy were in use. In contrast

to the first two strategies, the signatory noted that, for a
fundamental strategy, more importance is placed on the
company’s future performance than the comparability of
the company’s data with that of its peers.

DATA MUST BE A FAITHFUL REPRESENTATION

The data should, to the extent possible: (i) include all
material data necessary for the user to understand the risks,
opportunities and impacts, where relevant; (ii) be unbiased
in the selection of this data; and (iii) be free from error.

DATA MUST BE COMPARABLE ACROSS MULTIPLE
DIMENSIONS

The data should be consistent across multiple dimensions
for investors to identify and understand similarities or
differences across their portfolio. Dimensions that investors
may consider include consistency across individual investees
or business entities, asset classes, sectors, geographies and
timeframes.

DATA MUST BE VERIFIABLE BY INVESTORS

Investors should be able to corroborate the data, or identify
the underlying data used to derive it. Corroboration for an
individual investor could be a combination of one or more of
the following:

= transparency of the underlying processes, metrics and
methodologies. This is the very least that investors
would expect from data;

= third-party verification for a dataset (e.g., assurance
of areport). Assurance of a dataset or report should,
according to the International Organization of Securities
Commissions (I0SCO),?2 also include: (i) clarity on
which sustainability information has been assured; (ii)
the scope of assurance conducted; and (iii) conclusions
reached;® and

= verification by a third-party for a specific data point
(e.g., emissions data), which will depend on the
relevance of the data. This is outlined below, under
Requirement Ill.

20 Key draft standards assessed include: IFRS Exposure Draft S1; ESRS Exposure Draft 1; and GRI 1.

21 For example, the definition for comparability refers to dimensions like asset classes.

22 For more information, see the IOSCO statement: IOSCO encourages standard-setters’ work on assurance of sustainability-related corporate reporting.

23 This is regardless of whether information is obtained directly from the relevant company or through third-party providers.


https://www.ifrs.org/content/dam/ifrs/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://www.ifrs.org/content/dam/ifrs/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/exposure-draft-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13765-European-sustainability-reporting-standards-first-set_en
https://www.globalreporting.org/how-to-use-the-gri-standards/gri-standards-english-language/
https://www.iosco.org/library/pubdocs/pdf/IOSCOPD713.pdf

REQUIREMENT Ill: DATA MUST BE
RELEVANT

For data to be relevant, it must meet the specific
requirements for the investor’s activities in its responsible
investment process and to produce its reporting.24?5 The
framework refers to these tasks as ‘responsible investment
activities’.

Identifying the specific requirements for the investor’s
responsible investment activities is complex, given
differences among investors in what activities they
implement and how these activities are implemented. For
example, of the 51 (broad) financial product types identified
in the survey, only a handful overlapped in the exact

list of activities they applied. To tackle this, the specific
requirements for relevance are defined as: ‘the requirements
for data to be decision-useful for an investor’s set of
investment strategy and investment activities’. The three
elements of defining these requirements are set out in the
sections that follow.

INVESTMENT STRATEGY

Investors use the term ‘investment strategy’ (or ‘style’) in
a variety of ways.2® Within the framework, this term refers
to the process that structures investors’ implementation
of their responsible investment activities. Engagement
with signatories found that this is a useful structure to
group investors’ data needs, as it plays an important role in
determining what activities investors select and how they
implement these activities.
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Based on signatory feedback, we have prioritised three
broad investment strategies,?” which were identified most
frequently by signatories surveyed, whether applied in
isolation or in combination:2®

= fundamental strategies, where the investment decision
is based on human judgement. This includes both
bottom-up (e.g., stock-picking) and top-down (e.g.,
sector-based) strategies;

= quant strategies or funds, where the manager builds
computer-based models to determine whether an
investment is attractive. In a pure quant model, the
model makes the final decision to buy or sell; and

passive strategies that mirror the performance of an
index and follow predetermined buy-and-hold strategies
that do not involve active forecasting. These include
smart beta strategies,? investments in broad capital
market indexes, ESG-weighted indexes, themed indexes,
passively managed exchange-traded funds, etc.

Signatories said that, in general, the largest set of
requirements for data are for fundamental strategies,
followed by a subset for quant strategies and then finally
passive strategies. Although these investment strategies are
more often associated with listed equities,3° feedback from
signatories suggested that they are also generally applicable
to other asset classes.

24 This idea to consider data in terms of how investors implement responsible investment is not revolutionary. It builds on what we have already seen in the data needs literature that
examines investors’ ‘use cases’, such as the NGFS’ Final report on bridging data gaps and the Glasgow Financial Alliance for Net Zero's Measuring Portfolio Alignment report. The
framework goes beyond these as it focuses on the data needs of asset managers and investment managers through a systematic assessment that captures a broad range of investment

strategies and activities.

25 All three of the remaining characteristics for useful information identified by the IFRS Conceptual Framework are captured by the Investor Data Needs Framework’s definition of
relevance: (1) ‘relevance’ naturally overlaps with the framework’s definition; (2) ‘timeliness’ requires data to be available to decision-makers in time to be capable of influencing their
decisions, which is not only a function of when the data is reported, but also relies on the time horizon that is applicable to the investment activity (e.g., backward looking), which
is characterised for each investment activity through relevance; and (3) ‘understandability’ of the data (i.e., to be clear and concise) is also dependent on the activity that is being

implemented, as defined through relevance.

26 These include: whether the style is active or passive; whether it is fundamental, impact or passive; or whether it refers to specific activities like screening.

27 Other strategies include factor investing, thematic and impact investing.

29 A specific type of passive investing where ESG factors and scores can be used as a weight in portfolio construction to create excess risk-adjusted returns, reduce downside risk and/or

enhance portfolios’ ESG risk profile.

30 Asalso referenced in the PRI’s listed equities module of its R&A Framework.


https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf
https://assets.bbhub.io/company/sites/63/2022/07/GFANZ-Portfolio-Alignment-Measurement-August2022.pdf

RESPONSIBLE INVESTMENT ACTIVITIES
The framework specifies 19 investment activities that cover

the four broad areas of the responsible investment process

- research, valuation, portfolio construction and stewardship
- and investor reporting (see Figure 3). This provides a
globally applicable list for all asset classes within the scope
of the framework.>

Figure 3: List of responsible investment activities

Signatories consulted on the framework confirmed that

this list captures the breadth of activities they would
consider when implementing their responsible investment
process and reporting. They recognised that not all activities
would be applicable to every individual investor and there
may naturally be overlaps in the specific requirements of
some of the activities. However, this overlap is by design,
and represents the nuances in approach across

responsible investors.

Research Valuation

= Exclusionary screening = Relative value/ranking

= Macroeconomic analysis = Forecasted financials

= Materiality analysis = Valuation models and credit assessments

= Red-flag and/or watch list m  Sustainability performance assessment

= Thematic review of = Sustainability-related risk management

investable universe = Scenario analysis

= Model development = Measuring alignment with achieving wider sustainability goals

= Norms-based screening = Sustainability performance of a portfolio versus the benchmark

Stewardship Portfolio Reporting
construction _ .

= Investee stewardship = Reporting at investment
- Portfolio weighting entity level or financial

. . . product level

" Portfolio scenario analysis

See the Glossary for definitions of each activity, which adopts or builds on established terminology.3> Note, the investment process is simplified to be depicted as unidirectional, but in reality

could be iterative and all four broad areas could inform reporting.

31 We recognise that the same terms may not be used by all investors. For example, for private markets, signatories all referred to their ‘due diligence’ processes, but we recognise that

this term captures a wide set of the investment activities listed in Figure 3.

32 Terms are based on: the PRI's Reporting and Assessment framework; the PRI's ESG integration in listed equity: A technical guide; the CFA Institute and PRI's CFA/PRI ESG Integration

framework; and Eurosif’s White paper: Classification Scheme for Sustainable Investments.



https://www.unpri.org/reporting-and-assessment/reporting-framework-glossary/6937.article
https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.cfainstitute.org/-/media/documents/survey/guidance-case-studies-esg-integration.pdf
https://www.cfainstitute.org/-/media/documents/survey/guidance-case-studies-esg-integration.pdf
https://www.eurosif.org/wp-content/uploads/2022/07/FINAL-White-Paper-Eurosif-Classification.pdf

DATA CHARACTERISTICS

Finally, the characteristics of the data define the
requirements for the investment activities implemented
under each investment strategy.

The primary characteristic is the type of data required to
inform each activity. The engagement and evidence review
suggests that investors need a combination of different
types of data (Figure 4),32 grouped as follows:

= ‘inputs’ refer to data on the context (e.g., location and
sector), the company’s processes (including governance,
strategy and risk management processes) and the
material ESG issues which will be identified through the
company’s (or investor’s) materiality assessment;

Figure 4: Types of data

--- ° Outputs

Processes

Contextual

Operational
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‘outputs’ measure the company’s operational
performance, including its production, number of staff,
etc.; and

‘outcomes’ measure the effects of the operational
performance on the business’s financial performance
and on people, planet and the economy. The latter may
measure sustainability performance (e.g., emissions) or
performance may be measured in the context of global
sustainability goals and thresholds (i.e., sustainability
outcomes).

o Outcomes

Financial
performance

data performance

Material
ESG issues

See the Glossary for definitions of each type of data.

Sustainability
performance

Sustainability
outcomes

33 For example, based on the survey results, the majority of the investment product ‘types’ use operational performance (84% of products), sustainability-related financial performance
(i.e., ESG risks and opportunities, 94%), sustainability performance (positive or negative, 78%) and/or sustainability outcomes (65%). The survey did not ask about the three types of

‘inputs’.



UNDERSTANDING THE DATA NEEDS OF RESPONSIBLE INVESTORS

Other secondary characteristics that define the data are: It should be noted that, just as the requirements for each
activity are defined by these data characteristics, the

= the nature of the data, whether it is: quantitative and data point or set must also be defined along these same
an absolute value or a relative value; quantitative and a characteristics in order to assess whether the data is
score or rating; qualitative and pre-defined (including decision-useful.
a binary measure); or open-ended (like a narrative or a
case study); RELEVANCE MATRIX

= the time horizon of the data, including whether the data The three elements of relevance (investment strategy,
is: historic and informs investors’ assessment of trends; responsible investment activities and data characteristics)

ameasure of the current position of the company (i.e,a  together define the set of specific requirements for data to
point in time); or forward-looking, whether measured as  be relevant to an investor’s responsible investment process

a point in time or a change; or reporting, or both.

= jts granularity, which ranges in scale from measurement . ) o
at the portfolio level down to the asset or economic This set of requirements is illustrated by a relevance
activity level;34 matrix (Figure 5), where each cell (or box) represents the

requirements that data must meet to be decision-useful for

= whether it includes information along the value chain, ! - .
an investment activity or investment strategy.

particularly where this refers to a company’s direct
customers and suppliers;3s and

= whether the underlying data points are verified. This
specifies whether the third-party verification under
Requirement Il is needed for a specific data point to
input into the activity.

Figure s: lllustrative example of an investor’s relevance matrix

Investment strategies/styles
M)

N\

Characteristics

ofdata @ -----------mmmo-- i
Requirements for data

to be decision-useful
for the investment
activity and strategy

Responsible
Investment ------------
activities

As each investor is unique in its set of investment strategies, activities and specific data characteristics, what it considers as
relevant will also be unique and represented by its own relevance matrix. Appendix 2 outlines key criteria an investor should
consider when specifying its own matrix.

34 This builds on the insights from the PRI’s Driving Meaningful Data Framework.

35 According to the survey results, over 70% of the investment product ‘types’ would consider data on direct customers and suppliers as essential. Far fewer types currently relied on data
beyond direct suppliers (39%) or customers (29%). However, it is important to note that these are based on current requirements for the data, which signatories recognised may evolve
over time.


https://www.unpri.org/driving-meaningful-data/driving-meaningful-data-financial-materiality-sustainability-performance-and-sustainability-outcomes/6446.article
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APPLICATION OF THE FRAMEWORK

There are two primary use cases for the Investor Data
Needs Framework:

1. Toidentify data needs. Investors can apply the
framework to identify a set of requirements for
corporate sustainability data for a specific use context —
whether for an investment strategy or activity, or for a
specific sustainability issue, etc.

2. To assess a corporate sustainability disclosure standard,
rule or law. Investors can apply the framework to assess
disclosure requirements using the set of corresponding
data needs from Use Case 1.

This is not an exhaustive list of applications of the
framework, but ones that naturally come from its defined
purpose. Other use cases could include applying the
framework to: identify gaps in the current data landscape
(including estimated data, derived data and scores or
ratings); assess other data sources (e.g., NGO data); and
assess other sources of disclosure requirements (e.g.,
guidance documents by initiatives). For more information on
how these applications will be approached in the future, see
the Next Steps section.

The framework is also not limited to use by the PRI, as it is
being made public so that different stakeholders can apply
it. In particular:

= Standard setters and regulators could use it to
inform the development of decision-useful disclosure
standards, rules and laws.

= The PRI could apply it to understand the breadth
of signatories’ data needs regarding corporate
sustainability data, and to further evidence its
engagement with standards setters and regulators.

= Individual responsible investors or investor groups
could use it to structure their engagement on corporate
sustainability data (whether with standards setters and
regulators or directly with companies); and

= Companies could use the framework to prioritise what
data is most important for its investors.

The following sections outline the two use cases, including
the steps any organisation could follow to implement them,
and case studies to illustrate their application.



IDENTIFY DATA NEEDS

This process involves four steps (Figure 6), beginning by specifying the context of the data needs (Step 1) before working
from the centre of the framework out (i.e., from relevance to availability), to define the expectations for each of the
requirements (Steps 2-4).

Figure 6: Steps to identify data needs

Step 2
Specify the expectations of relevant data
Step 1 Step 3 Step 4
Define the Step 2A Step 2B Step 2C Specify the Specify the
context expectations expectations
Identify Assess Aggregate of data of availability
relevant requirements to specify quality
strategies and for each data needs for
activities activity (in relevance
each strategy)
In Step 1, the context is defined by: Steps 2-4 apply the requirements from the framework to
the context defined in Step 1. This is best illustrated through
= The scope of investors for whom the data needs will the following case studies:
be assessed. This is defined by the set of investment
strategies, activities and other features of the investors = General data needs: this applies the framework to
(e.g., jurisdiction and asset class). For example, it could identify general data needs for all investment strategies
be defined for investors applying a specific investment and responsible investment activities in the framework;
strategy, those in a specific jurisdiction, or the ®=  Human rights data needs for norms-based screening:
responsible investment community as a whole. this illustrates the application of the framework to
= The scope of the data to be assessed and whether the human rights using a specific activity, norms-based
data needs are for general disclosure requirements or screening, for all investment strategies; and
focus on a specific issue (e.g., human rights). = Climate change data needs for forecasted financials:

this illustrates the application of the framework to
climate change using a specific activity, forecasted
financials, for all investment strategies.



CASE STUDY: GENERAL DATA NEEDS

General data needs for investors refer to the minimum
requirements for corporate sustainability disclosure
standards, rules or laws that cover the needs of the majority
of PRI signatories’ responsible investment strategies.

Step 1: Specify the context

The framework is applied to identify the data needs for all
signatories implementing any of the investment strategies
and responsible investment activities in the framework for
general corporate sustainability disclosure requirements.

Step 2: Specify the expectations of relevant data

Relevance requires data to be decision-useful for the
different investment strategies and activities adopted by
PRI signatories. This means that all investment strategies
and activities in the relevance matrix need to be considered
(Step 2A).

As signatories differ in how they implement each investment
activity (i.e., the specific requirements to implement

these activities), the common denominator across the
signatories is defined by the minimum characteristics of
data to implement those activities (Step 2B). (See Box 7

for more clarity on how the framework defines minimum
requirements.) The full set of requirements in the relevance
matrix are set out in Appendix 3.

36 The PRI's ESG integration in listed equity: A technical guide.
37 The CFA Institute and the PRI's CFA/PRI ESG Integration framework.
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BOX 7: DEFINING THE MINIMUM REQUIREMENTS

The framework’s minimum requirements have been
defined using the PRI's current guidance for responsible
investment,3® guidance from the PRI and the CFA
Institute,3” and expert input. It is important to recognise
that this minimum is a snapshot of current expectations
to implement responsible investment activities, which
are likely to evolve over time. We will aim to update the
framework in line with the PRI’s guidance for responsible
investment as it evolves.

When data needs are applied across investment strategies,
with no constraints on the scope of investors (e.g.,
whether by jurisdiction or asset class) then the minimum
requirements should be the default set of requirements.

Table 1 summarises the results of aggregating the minimum
requirements across investment strategies and activities
(Step 2C). The table aggregates these expectations from
the insights identified using the results across the relevance
matrix on minimum requirements, set out in Appendix 3.
This is organised into two dimensions, which correspond
with the format required to assess disclosure standards,
rules and laws on a principles basis, and for specific
disclosure requirements within the standard, rule or law.


https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.cfainstitute.org/-/media/documents/survey/guidance-case-studies-esg-integration.pdf

UNDERSTANDING THE DATA NEEDS OF RESPONSIBLE INVESTORS

Table 1: Expectations for relevant data

Insights from across the

Relevance matrix

Expectations for the principles of
the disclosure requirements

Expectations for a specific disclosure
requirement within the standard

contextual data.

information.

All activities require at least two data Datasets should capture the breadth N/A
types (irrespective of strategy) and of data types, which include inputs

the majority require more than five (e.g., context), outputs (operational

different data types (particularly for performance) and outcomes (e.g.,
fundamental strategies). sustainability performance).

The majority of activities require Datasets should include contextual N/A

The required granularity of data across
almost all the activities is at business
entity level. Investment activities
where this is not the case require
country-, sector- or portfolio-level
data, which can be aggregated from
business entity-level data.

Datasets should include data at least
at business entity level.

Data points should be reported at
least at business entity level and be
easy to aggregate.

However, more granular, activity-level
information may be required with
the increasing application of activity-
based taxonomies, which will, in turn,
influence investors’ data needs.

The required time horizon of data
varies across activities — whether
focused on a specific activity or
referring to a combination of current,
historic and forward-looking data.

Datasets should not focus on only one
time horizon.

Data points should be clear about the
time horizon they refer to.

Almost all activities require
guantitative data and/or pre-defined
qualitative metrics.

Datasets should at least include
guantitative and pre-defined
qualitative metrics.

Quantitative and pre-defined
qualitative data points should be
clearly defined and standardised.

Some activities require qualitative data
as the only type, or one of many.3®

Datasets may need qualitative data to
address specific data types (e.g., on
process, about the corporate strategy)
or to explain the quantitative data
(e.g., for changes).

Qualitative data should be informative
either as an independent data point
(e.g., on governance) or clearly explain
quantitative data (e.g., for changes).

Some activities require data to include
information on the value chain.

Datasets should be clear about their
reporting boundaries.

Data points should clearly specify the
operational boundaries, irrespective
of whether the data refers to a parent
company, group or company’s value
chain.

38 This is particularly important for investors implementing a fundamental strategy or one that is combined with a fundamental strategy.
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Step 3: Specify expectations for data quality

Expectations for data quality are defined by the requirements that data must be a fair representation of what the company
intends to report, comparable and verifiable. Looking across the investment strategies and activities, it is assumed that all
three requirements will be equally important.

Table 2 summarises expectations, based on minimum requirements for data to be of sufficient quality.

Table 2: Expectations for data quality

Specific requirements

Fair representation

Comparable

Verifiable

Expectations for the principles of

the disclosure requirements

Data should be reported in line
with the PRI's definitions of fair
representation, comparability and
verifiability.

Data should be transparent about
the methodologies used, metrics/
indicators used, units applied etc.

Data should be assured and
include: (i) clarity on which
sustainability information has
been assured; (ii) the scope of
assurance conducted; and (iii)
conclusions reached.?®

Expectations for a specific disclosure
requirement within the standard

= Data points should be reported in
line with the three requirements
for sufficient quality.

= Data points should be consistent
across investees, asset classes,
sectors, geographies and
timeframes.

Step 4: Specify expectations for availability

Expectations for data quality are defined by the specific requirements that data must be produced and accessible. Table 3
summarises expectations based on minimum requirements for data to be available. Note, if the application of the resulting
data needs is to assess a standard, rule or law, then production is no longer relevant, because those standards, etc. provide a
channel within which data is produced.

Table 3: Expectations for data availability

Expectations for a specific disclosure
requirement within the standard

Expectations for the principles of

PR S LA RN the disclosure requirements

= Data should be produced, where N/A

RIeRuctel possible as raw corporate data.
= Dataformat and structure should | N/A
. be consistent.
Accessible

= Data should be machine readable
(i.e., digital and including tags).

39 This is regardless of whether information is obtained directly from the relevant company or through a third-party provider.



CASE STUDY: HUMAN RIGHTS DATA NEEDS FOR
NORMS-BASED SCREENING

This case study identifies the human rights data needs for
norms-based screening, for any investment strategy.

Step 1: Specify the context

The framework is applied to identify the data needs of

all signatories applying any investment strategy in the
framework to norms-based screening for human rights data
from corporate sustainability disclosure.

Step 2: Specify the expectations of relevant data

The case study is applicable to all investment strategies in
the framework, but it focuses on norms-based screening
(Step 2A).

According to the PRI's Reporting and Assessment
framework, norms-based screening refers to “screening
investments against minimum standards of business
practice based on international norms.” Widely recognised
standards include UN treaties, Security Council sanctions,
the UN Global Compact, the Universal Declaration of Human
Rights and OECD guidelines.

Issue-specific requirements here are defined by combining
the minimum requirements to implement norms-based
screening (irrespective of the issue)4° with requirements for
human rights.

Minimum requirements

The minimum requirements are defined by how the activity
is implemented in practice (Box 8). The table on Research in
Appendix 3 specifies the minimum requirements for norms-
based screening across the three investment strategies.

As all three investment strategies require the same data
characteristics, the minimum requirements across the
investment strategies are equivalent.

BOX 8: NORMS-BASED SCREENING IN PRACTICE

Investors implement norms-based screening to identify
and adjust their investable universe by assessing whether
investees meet international ‘norms’. As a responsible
investment activity, it falls under the broad area of
Research, which approximately 40% of PRI signatories
indicated that they undertake.#'

In practice, investors can apply this in two ways:

= By excluding companies: As set out in the PRI’s
introductory guidance on screening,*? this would
normally involve excluding investments for any failure
to meet accepted norms, such as the Universal
Declaration of Human Rights.

= By including companies: Although significant
breaches to international norms are not acceptable
to most investors, there are instances where
infractions may not be clear-cut and investors may
see an opportunity to identify specific investees for
stewardship activities.4344

Application to human rights

For human rights, the minimum standards of business
practice required to inform screening are defined by the
following international norms: The International Bill of
Human Rights; the Declaration of the International Labour
Organization (ILO) on Fundamental Principles and Rights at
Work; the OECD Guidelines for Multinational Enterprises;
and the UN Guiding Principles on Business and Human
Rights (UNGPs).

These specify the minimum requirements, defining: (i)

the universe of rights that companies need to cover in

the approach (i.e., the ‘what’), as per the International

Bill and the ILO Declaration; and (ii) the policies and
processes that companies are expected to adopt to ensure
respect for human rights (i.e., the ‘how’), with reference

to the OECD Guidelines and the UNGPs. The resulting

set of requirements for norms-based screening refers to
monitoring whether corporates’ responsibilities to respect
human rights are being met.

40 Given the scope of investors for this assessment, the baseline for specifying the requirements for relevance are the set of minimum requirements from the general data needs. For
more information on the reasoning for this approach, see the discussion in Step 2 of the case study on General data needs.

41 Based on internal assessment of the PRI's 2021 Reporting and Assessment results.

42 See the PRI's An Introduction to Responsible Investment: Screening.

43 Examples of this in practice in human rights are provided by the following case studies from PRI signatories: FSN Capital (‘ldentifying and addressing human rights in the value chain’);

AP2 (‘Human rights’); and AkademikerPension (‘Responsible investment in sovereign bonds").

44 For more information on how investors can act on human rights, see the PRI's Why and how investors should act on human rights.



https://www.unpri.org/reporting-and-assessment/reporting-framework-glossary/6937.article
https://www.unpri.org/reporting-and-assessment/reporting-framework-glossary/6937.article
https://www.unpri.org/download?ac=10608
https://www.unpri.org/human-rights/fsn-capital-identifying-and-addressing-human-rights-in-the-value-chain/8281.article
https://www.unpri.org/sustainable-development-goals/ap2-human-rights-/6048.article
https://www.unpri.org/human-rights-case-studies/akademikerpension-responsible-investment-in-sovereign-bonds/8993.article
https://www.unpri.org/human-rights/why-and-how-investors-should-act-on-human-rights/6636.article

These can be summarised into the following broad
requirements (with the relevant UN Guiding Principles in
brackets):4s

1.  Embed a commitment to respect human rights into
policies and procedures (Principle 16);

2. Identify and assess adverse human rights outcomes
(Principles 17 and 18);

3. Take action to cease, prevent and mitigate these
outcomes (Principles 19 and 23);

4. Track to ensure effective implementation of these
actions (Principle 20);

Communicate outcomes (Principle 21); and

6. Remediate those affected by the outcomes (Principles
22 and 24).

v

(For more information about the high-level requirements for
human rights data, irrespective of investment activity, see
Box 9.)

Issue-specific requirements

Table 4 combines minimum requirements with additional
requirements for human rights for norms-based screening.
The combined results are set out in the column on Issue-
specific requirements (Step 2B). The final column provides
additional notes on the specific requirements for human
rights.

In practice, this same assessment would be undertaken for
each investment activity (Step 2C). The aggregate issue-
specific data requirements (and comments) will then specify
the full set of expectations for relevant data for human
rights.
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BOX 9: MANAGING HUMAN RIGHTS RISKS: WHAT
DATA DO INVESTORS NEED?

The PRI launched a research project in 2022 to
understand investor data needs and challenges regarding
human rights. The project was undertaken with the US
not-for-profit organisation Shift, which interviewed 15
global investors leading research and engagement on
human rights and two data providers.

The report, published in November 2022, found that
investors across regions and types of organisations
generally need four categories of information on human
rights to implement their responsible investment
activities: (1) business model risks; (2) leadership

and governance; (3) due diligence procedures; and

(4) positive human rights outcomes. In terms of the
sources of this data, signatories said they not only rely
on corporate disclosure, but also use a variety of other
sources of information, including civil society groups
and human rights organisations. In some instances, they
contacted affected stakeholders directly for on-the-
ground information about corporate practices vis-a-vis
human rights and social issues.

For more information, see the PRI's discussion paper,
What data do investors need to manage human rights
risks?

45 These requirements are not restricted to norms-based screening and extend to any part of investors’ due diligence processes on human rights — whether implemented through other

activities in research or as an input into valuation or stewardship activities


https://www.unpri.org/human-rights/what-data-do-investors-need-to-manage-human-rights-risks/10856.article
https://www.unpri.org/human-rights/what-data-do-investors-need-to-manage-human-rights-risks/10856.article

Step 3: Specify the expectations of data quality

These are defined by the expectations set out for general
data needs on data quality, above.

The only requirement that might be expanded for human
rights is on verification. International norms may require
verification of specific data points by a third-party. However,
this is extrapolated from the assessment of norms-based
screening, and would require the full application of the
Investor Data Needs Framework to be definitively included
as an expectation.

Step 4: Specify the expectations for availability

These are defined by the expectations set out for general
data needs on availability, above.

For additional commentary on the whether the human
rights data needs identified in Table 4 can be met in
practice, please see Box 10.

BOX 10: AVAILABILITY OF DATA TO MEET
HUMAN RIGHTS DATA NEEDS

Some of the data needs listed in Table 4 may already

be met by companies that follow the Global Reporting
Initiative (GRI) sustainability disclosure framework (in
particular GRI 2, GRI 3 and GRI 2044%) or data reported by
the World Benchmarking Alliance’s Social Transformation
Benchmark on companies.4

However, not all data required on human rights is
likely to be produced by companies, and interested
investors currently have to rely on other sources like
the Business and Human Rights Resource Centre’s
Allegation database, the OECD National Contact Point
procedure and court cases on human rights issues, or
data processed by data providers that integrate this
information (e.g., through scores or ratings).

Table 4: Issue-specific data needs — norms-based screening on human rights

Issue-

Minimum -
specific

requirements*

Data

characteristics

Contextual
data

Material ESG
issues

Processes

Operational
performance

Type of data

Financial
performance

Sustainability
performance

Sustainability
outcomes

Requirements for specific data characteristics.

* See Appendix 3.

46 See GRI Standards.

47 For more information see Social Transformation Benchmark.

requirements

Include contextual datapoints on the location of the
company (sites, operations, etc.) and laws applicable to
the company, as well as recognition of internationally
recognised human rights.

Governance data on the policies and procedures in place
to: (i) embed a commitment to respect human rights;
(ii) identify and assess adverse impacts; (iii) take actions
to cease, prevent and mitigate adverse impacts; and (iv)
inform remediation processes, including whether the
company has a grievance mechanism.

Data on: (i) involvement in significant controversies,
especially those with unsatisfactory resolutions; (ii)
remediation actions undertaken; and (iii) how the company
has communicated the adverse impacts.

Data to track the effectiveness of the implementation.


https://www.globalreporting.org/how-to-use-the-gri-standards/gri-standards-english-language/
https://www.worldbenchmarkingalliance.org/social-transformation-benchmark/
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Quantitative

indicator -
absolute/
relative value
8 Quantitative Ratings/scores from third-party providers are often used
indicator — by investors for norms-based screening.

score/rating

Qualitative —
pre-defined

Qualitative -
open (inc. case
studies)

Historic —
trends

Current -
point in time

Forward-
looking - point
in time/change

Portfolio level

Sector/
geographic
level

Business
entity level

Asset or
economic
activity level

The UN Guiding Principles highlight the need to consider
the value chain.

e ation o The underlying data must be assured for human rights.

Requirements for specific data characteristics.

* See Appendix 3.



CASE STUDY: CLIMATE CHANGE DATA NEEDS FOR
FORECASTED FINANCIALS

This case study identifies the climate change data needs for
forecasted financials, across all investment strategies.

Step 1: Specify the context

The framework is applied to identify the data needs for all
signatories, applying any of the investment strategy in the
framework, to forecasted financials for climate change data
from corporate sustainability disclosure.

Step 2: Specify the expectations of relevant data

The case study is applicable to all investment strategies in
the framework but focuses on forecasted financials (Step
2A).

Forecasted financials refers to the process of estimating
and/or adjusting forecasted financials (e.g., revenue,
operating costs, asset book value or capital expenditure)
and financial ratios. These may then be used in valuation
models or credit assessments.4®

The issue-specific requirements to implement forecasted
financials to climate change are defined by combining the
minimum requirements to implement forecasted financials
(irrespective of the issue),* then adding requirements for
climate change.

Minimum requirements

The minimum requirements are defined by how the

activity is implemented in practice (see Box 11). The

table on Valuation in Appendix 3 specifies the minimum
requirements across the three investment strategies in the
framework. For this activity, the quant and passive strategies
require subsets of the data characteristics of fundamental
strategies, so the minimum requirements across the

three investment strategies rely on those for fundamental
strategy.

BOX 11: FORECASTED FINANCIALS IN PRACTICE

As set out in the PRI's ESG integration in listed equity:
A technical guide, forecasting financials could involve
forecasting revenue, operating costs, asset book value,
capital expenditure, etc., which would then be used to
inform valuation models and credit assessment.

Application to climate change

For climate change analysis, forecasting the risks and
opportunities to an investee is defined by a company’s:

= exposure to factors external to its business, such as
the natural environment, the macroeconomy, customer
sentiment, etc.

= commitments, such as to achieve net zero emissions by
a certain date.

= contextual information, such as its sector, region or
jurisdiction, given that decarbonisation pathways are
often sector-, region- or jurisdiction-specific.

In addition, the forecasting may also be defined by an
investor’s requirements to assess and manage its climate
risk with scenario analysis, as set out by, for example, the
PRI's R&A Framework, the Task Force for Climate-related
Financial Disclosures (TCFD), the Investor Climate Action
Plan Expectation Ladder, and the Paris Aligned Investment
Initiative’s Net Zero Investment Framework. Combined with
the earlier point on corporate commitments and contexts,
an additional requirement is to include data on sustainability
outcomes. This will be explored further in future PRI work.

48 This definition is adapted from the CFA/PRI ESG Integration framework’s definition of ‘Internal ESG research’.

49 Given the scope of investors for this assessment, the baseline for specifying the requirements for relevance are the set of minimum requirements from the general data needs. For
more information on the reasoning for this approach, see the discussion in Step 2 of the case study on General data needs.


https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.unpri.org/listed-equity/esg-integration-in-listed-equity-a-technical-guide/11273.article
https://www.cfainstitute.org/-/media/documents/survey/guidance-case-studies-esg-integration.pdf

Identify data needs
Table 5 combines the minimum requirements with the additional requirements for climate change on forecasted financials;
the combined results are reported in the column on issue-specific requirements (Step 2B). The final column provides
additional notes on the specific requirements for climate change.
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Table 5: Issue-specific data needs - forecasted financials on climate change

Data

characteristics

Type of data

Nature of data

Requirements for specific data characteristics.

Minimum
requirements*

Issue-
specific
requirements

Contextual On the company’s location, sector and, where applicable,
data its commitments.
Material ESG
issues

On the policies and procedures in place to assess the
Processes quality of climate change governance and strategy as

well as the alignment of the company’s strategy with its

commitments.
Operational On the production, given the inherent link to financial

el?rformance performance. Also on, where relevant, fossil fuel exposure

P (e.g., fossil fuel reserves).

On the financial exposure due to climate change accounted
Financial for in the income statement and on the balance sheet,
performance as well as the expected financial exposure from climate

analysis (on emissions and scenario analysis), which may
not be accounted for in the financial statements.

Sustainability
performance

Sustainability performance data on the company’s current
climate change position based on Scope 1, 2 and 3 data. Its
forward-looking climate change position, based on scenario
analysis and future emission estimates.

Sustainability
outcomes

Where investors have made a net zero commitment,
sustainability outcomes data on the company’s alignment
with net zero commitments is also required.

Quantitative
indicator -
absolute/
relative value

Quantitative information on the sustainability performance.

Quantitative
indicator —
score/rating

Qualitative —

pre-defined

Qualitative - Quantitative data may need to be complemented with
open (inc. case qualitative data on governance and strategy.

studies)

* See Appendix 3.
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Issue-

Data Minimum .
specific

characteristics requirements*

Historic —
trends

requirements

Current -
point in time

Forward-
looking — point
in time/change

Time horizon

Portfolio level

Sector/
geographic
level

Business
entity level

Granularity

Asset or
economic
activity level

Scope 3 emissions play an important role in estimating the
company'’s climate risks.

Requirements for specific data characteristics.

* See Appendix 3.

In practice, this same assessment would be undertaken for
each investment activity (Step 2C). The aggregate issue-
specific data requirements and comments will then specify
the full set of expectations regarding relevant data for
climate change.

Step 3: Specify data quality expectations
These are defined by the expectations set out for general
data needs on data quality.

Step 4: Specify data availability expectations

These are defined by the expectations set out for general
data needs on availability.



APPLICATION TO STANDARDS, RULES AND LAWS

This involves three steps, as set out in Figure 7, beginning with identifying the data needs that are applicable to the standard,
rule or law (Step 1) before assessing the principles of the disclosure requirements against the data needs (Step 2) and for

each disclosure requirement (Step 3).

Figure 7: Steps to apply data needs to standards, rules and laws

Step 1 Step 2
Identify the data Assess the principles
needs of the disclosure

requirements against
the data needs

Step 1is defined by the results of the previous use case
(to identify data needs) for the corresponding disclosure
standard, rule or law.

Steps 2-3 assess the disclosure standard, rule or law using
the data needs defined in Step 1 against the standard at two
different scales. This is best illustrated through case studies
to apply the data needs identified in the previous section:

m  Assessment of Exposure Draft on IFRS S1: This tests
the framework’s general data needs against a general
standard - namely the ISSB general standards exposure
draft.

m  Assessment of TCFED disclosure for forecasted data
needs: This tests the data needs identified in the
previous section on climate change against the TCFD’s
disclosure requirements.

For the PRI, this process is a key part of developing its
evidence base to inform its engagement with standard
setters and regulators, which will be complemented by
engagement with its signatories.
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Step 3

Assess each disclosure requirement against the data needs

Step 3A

Assess each disclosure
requirement

Step 3B

Aggregate the
assessment to all
requirements
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CASE STUDY: ASSESSMENT OF EXPOSURE DRAFT
ON IFRS S1

This case study examines a partial assessment of the
Exposure Draft on IFRS S1 General requirements for
Disclosure of Sustainability-related Financial Informations°
against the general data needs.

Step 2: Assess the principles of the disclosure
requirements against the data needs

Assessment of the Exposure Draft’s principles (Table 6)
indicates strong alignment with investors’ data needs, with
the only gaps identified around the accessibility of the data
(likely to be addressed through the forthcoming IFRS Digital
Taxonomy) and the availability of contextual information on
a company’s location, product lines, etc.

Step 1: Identify the data needs

The general data needs have been specified in the case
study on general data needs.

Table 6: Assessment of the principles of IFRS S1ED

Expectaglons for the prmaples of the Assessment of the principles
disclosure requirement

Requirement I:

Data must be
available

Data format and structure should be
consistent.

Data should be machine readable (i.e., digital
and including tags).

The draft standard facilitates accessibility,
particularly as it requires disclosure in
management reports. However, it is not possible
to comment on the format nor whether the
disclosure is machine readable until the Digital
Taxonomy is formalised.

Requirement II:

Data must be of
sufficient quality

Data should be reported in line with the
PRI's definitions of fair representation,
comparability and verifiability.

Data on metrics and methodologies should
be transparent.

Data should be assured and include: clarity
on which sustainability information has been
assured; the scope of assurance conducted;
and conclusions reached.

All three characteristics are part of the
qualitative characteristics of information that
underpin the draft standard. The definitions are
also in line with the PRI's understanding of these
terms.

Requirement IlI:
Data must be
relevant

Datasets should capture the breadth of data
types.

Datasets should include contextual
information.

Datasets should include data at least at
business entity level.

Datasets should not focus on only one time
horizon.

Datasets should at least include quantitative
and pre-defined qualitative metrics.

Datasets may need qualitative data to
complement the quantitative or pre-defined
qualitative metrics.

Datasets should be clear about reporting
boundaries.

The draft standard meets most of the
requirements listed.

The only requirement it does not meet is that
the exposure draft standard does not explicitly
include contextual information. This may be
captured in other parts of the management
reporting.

50 The IFRS Exposure Draft S1 (ED IFRS S1) contains requirements relating to general features of reporting and disclosure that are applicable to all sustainability issues.



https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/exposure-draft-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf
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Step 3: Assess the data needs for each disclosure requirement

The assessment of the disclosure requirement for Governance (Paragraph 26) is set out in Table 7 (Step 3A). The
results indicate that, although the disclosure requirements were decision-useful, there were minor gaps identified on fair
representation, comparability and the qualitative information needed to explain changes to investors’ processes.

Table 7: Assessment of strategy disclosure requirements in IFRS S1ED

Expectai.:lons for the prmaples of the Assessment of the principles
disclosure requirement

Risk management disclosure requirements (Paragraph 26)
To achieve this objective, an entity shall disclose:

a. the process, or processes, it uses to identify sustainability-related: (i) risks; and (ii) opportunities;

b. the process, or processes, it uses to identify sustainability-related risks for risk management purposes, including
when applicable: (i) how it assesses the likelihood and effects associated with such risks (such as the qualitative
factors, quantitative thresholds and other criteria used); (ii) how it prioritises sustainability-related risks relative to
other types of risks, including its use of risk-assessment tools; (iii) the input parameters it uses (for example, data
sources, the scope of operations covered and the detail used in assumptions); and (iv) whether it has changed the
processes used compared to the prior reporting period;

c. the process, or processes, it uses to identify, assess and prioritise sustainability-related opportunities;

d. the process, or processes, it uses to monitor and manage the sustainability-related: (i) risks, including related
policies; and (ii) opportunities, including related policies;

e. the extent to which and how the sustainability-related risk identification, assessment and management process, or
processes, are integrated into the entity’s overall risk management process; and

f.  the extent to which and how the sustainability-related opportunity identification, assessment and management
process, or processes, are integrated into the entity’s overall management process.

Requirement I:

Data must be N/A N/A
available
= Data should be reported in line with the Disclosure requirements are largely a fair
three requirements for sufficient quality. representation. However, we identified a

divergence in disclosure requirements for

= Data should be consistent across investees, : L g L
risks compared with opportunities, which

asset classes, sectors, geographies and

timeframes. could compromise the need to be unbiased.
Of particular note is a gap in disclosure
requirements equivalent to paragraph 26(b)
. (0)-(iv).
Requirement Ii:
Data must be of Disclosure requirements are largely comparable.
sufficient quality However, there are concerns regarding the lack

of guidance on identification, assessment and
prioritisation for risk management purposes
(Paragraph 26(b)) and processes to monitor
and manage risks and opportunities (Paragraph
26(d)). This lack of guidance could result in
differences in disclosure by companies.

No points identified on verifiability.
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Expectations for the principles of the

disclosure requirement

= Data points should be reported at least at
business entity level and they should be
easy to aggregate.

= Data points should be clear about the time
horizon they refer to.

= Quantitative data points should be clearly

Requirement IlI: defined and standardised.
Data must be = Qualitative data should be informative
relevant either as an independent data point (e.g., on

governance) or clearly explain quantitative
data (e.g., for changes).

= Data points should clearly specify
operational boundaries, irrespective
of whether the data refers to a parent
company, group or a company’s value chain.

Assessment of the principles

The only gap identified was on the requirement
to disclose whether the company has changed
its processes (Paragraph 26(b-iv)). Feedback
from signatories indicates that investors would
expect to see more information on why this has
changed and the implications of the change.

As illustrated by the assessment for Paragraph 26(b-iv), the
framework provides a clear structure and evidence-based
approach to assess disclosure standards, rules and laws.
However, it still requires engagement with investors to
identify requirements not captured by the framework, given
the scale at which data is defined in the framework.

In practice, this same assessment should be undertaken
for all 92 paragraphs of the Exposure Draft (Step 2C).

The aggregate assessments and comments will then
complement the principle-based assessment to specify the
technical review of the Exposure Draft on IFRS S1 General
requirements for Disclosure of Sustainability-related
Financial Information.




CASE STUDY: ASSESSMENT OF TCFD DISCLOSURE
FOR FORECASTED DATA NEEDS

The case study covers a partial assessment of the
recommendations of the TCFD5' against the climate data
needs for forecasted financials.

Step 1: Identify the data needs

The partial climate change data needs have been specified in
the case study on climate change data needs for forecasted
financials.

Step 2: Assess the principles of the disclosure
requirements against the data needs

A full assessment of Step 2 is not possible for the TCFD
recommendations as it does not have all of the principles of
a formalised standard, rule or law.

Table 8: Assessment of the principles of TCFD - on relevance

Expectations for the principles of the
disclosure requirement

= Datasets should capture the breadth of data types.
= Datasets should include contextual information.
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This is particularly the case for availability (e.g., it does not
have elements like a digital taxonomy) and quality (e.g.,
there are no definitions of the characteristics of information
and no third-party verification is required on reporting).

For relevance, a partial assessment is possible, as set out
in Table 8. The results show that, although the disclosure
requirement meets a number of expectations, it does not
provide a breadth of data types (particularly contextual
information) and it does not require a clear definition of
the operational boundary. Note the former point may be
by design, as the TCFD recommendations are not intended
to be a standalone disclosure document and will be used
alongside other reporting.

Assessment of the principles

The disclosure requirements do not include contextual
information or operational performance data.

= Datasets should include data at least at business entity
level.

Disclosure is at the business entity level.

= Datasets should not focus on only one time horizon.

Requirements include data across different time horizons.

= Datasets should at least include quantitative and pre-
defined qualitative metrics.

= Datasets may need qualitative data to complement the
quantitative or pre-defined qualitative metrics.

Requirements include a combination of quantitative and
qualitative data.

= Data points should clearly specify the operational
boundaries, irrespective of whether the data refers to a
parent company, group or company’s value chain.

This is not a formal requirement of the disclosure
requirements.

51 TCFD Guidance on Metrics, Targets, and Transition Plans.



https://assets.bbhub.io/company/sites/60/2021/07/2021-Metrics_Targets_Guidance-1.pdf
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Step 3: Assess each disclosure requirement against the
data needs

The partial assessment of the disclosure requirements on
the four pillars of the TCFD against the data needs defined
for forecasted financials is set out in Table 9 (Step 3A and
3B). It maps the metrics in the TCFD disclosure against the
data characteristics of the framework, before using the
issue-specific requirements identified in Table 5 to identify
gaps in the disclosure (see the final column).

Even though it is a partial assessment, it provides useful
insights. It identifies that most of the quantitative indicators
in the climate-specific data needs are already included
within the TCFD recommendations.

However, the assessment finds the following gaps:

= There are gaps in contextual data and operational
performances? to inform investors’ forecasting, as noted
in Step 2;

= Disclosure is partially decision-useful on alignment of
the company’s strategy with its commitments. Although
there are no formal disclosure requirements to address
this need in the recommendations, the TCFD’s 2021
guidance on metrics, targets and transition planss3
expands on the recommendations to specify the
need for “actions and activities to support transition,
including GHG emissions reduction targets and planned
changes to businesses and strategy”; and

= There is no third-party verification of the data used to
inform the forecasting.

Table 9: Assessment of TCFD metrics — Issue-specific data needs - forecasted financials on climate change

Issue-specific
requirements

Data characteristics

Risk
management

Governance Strategy

Contextual data

Assessment
of gaps in
disclosure

Measures
of financial

performance*

Scenario
analysis

Emissions

Scope1&2 intensity

Scope 3

Material ESG
issues

Processes

Operational
performance

Financial
performance

Type of data

Sustainability
performance

Sustainability
outcomes

Requirements for specific data characteristics (see Table 5)

Data requirement met by disclosure that follows TCFD recommendations

Relevant disclosure
[l Disclosure is partially relevant

Il Gapsin disclosure

*TCFD metrics on financial performance include: (i) the amount and extent of assets or business activities vulnerable to transition risks; (ii) the amount or extent of assets or business
activities vulnerable to physical risks; (iii) the proportion of revenue, assets or other business activities aligned with climate-related opportunities; (iv) the amount of capital expenditure,
financing or investment deployed toward climate-related risks and opportunities; (v) the proportion of executive management remuneration linked to climate considerations; and (vi) the

potential impact of climate-related issues on financial performance and financial position.

52 Note, disclosures following the TCFD recommendations are likely to be provided alongside other information (e.g., annual reports) which will include operational indicators. However,
to ensure comparability with the TCFD disclosure, these sets of information must be presented along uniform boundaries (as set out in the general data needs), such that investors can
consider them together. This recommendation is further detailed in the PRI's IFRS S1 Consultation Response.

53 TCFED, Implementing the Recommendations of the Task Force on Climate-related Financial Disclosures.



https://www.unpri.org/download?ac=16673
https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf
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Quantitative
indicator -
absolute/
relative value

Quantitative
indicator —
9 score/rating

Qualitative -
pre-defined

Qualitative -
open (inc. case
studies)

Historic —
trends

Current — point
in time

Forward-
looking — point
in time/change

Portfolio level

Sector/
geographic
level

Business entity
level

Asset or
economic
activity level

Requirements for specific data characteristics (see Table 5) Relevant disclosure
Data requirement met by disclosure that follows TCFD recommendations [ Disclosure is partially relevant

Il Gapsin disclosure

*TCFD metrics on financial performance include: (i) the amount and extent of assets or business activities vulnerable to transition risks; (ii) the amount or extent of assets or business
activities vulnerable to physical risks; (iii) the proportion of revenue, assets or other business activities aligned with climate-related opportunities; (iv) the amount of capital expenditure,
financing or investment deployed toward climate-related risks and opportunities; (v) the proportion of executive management remuneration linked to climate considerations; and (vi) the
potential impact of climate-related issues on financial performance and financial position.




NEXT STEPS

For the PRI, the next steps for the Investor Data Needs
Framework are three-fold.

1. ENGAGE ON THE FRAMEWORK

Following the launch of this report, the PRI will seek
feedback on the framework from signatories, policy makers,
standard setters and other stakeholders on how the
framework, particularly the relevance matrix in Appendix

3, can be applied. This period will include at least one
workshop or roundtable with PRI signatories to gather
feedback and discuss future updates to the framework.

2. APPLY THE FRAMEWORK TO PRI'S
ENGAGEMENT WITH STANDARD SETTERS AND
REGULATORS

The framework will help the PRI understand the breadth of
its signatories’ needs regarding corporate sustainability data,
to further evidence the PRI's engagement with standard
setters and regulators in 2023 and beyond. In particular, it
will be applied to issue-specific disclosure standards, rules
and laws through the following steps:

1. identifying data needs for priority issues — expanding
the applications on human rights and climate change
data needs to PRI’s priority issues, to identify the full set
of data needs for each issue; and

2. developing the PRI’s position on forthcoming
issue-specific disclosure standards, rules and laws
- building on the previous task to assess the issue-
specific standards such as the Taskforce on Nature-
Related Financial Disclosures (TNFD) and the ISSB’s
forthcoming issue-specific standards (beyond climate).
This would apply an expanded approach to the example
in the final case study on the TCFD recommendations.

3. UPDATE THE FRAMEWORK

The framework will be updated in 2024 with a new report
using the insights from:

= Feedback from PRI signatories and other stakeholders;

= Lessons learnt from applying the framework to issue-
specific standards, rules and laws;

= A scoping assessment of potential high-priority areas to
further expand the framework, such as other sources of
data (e.g., data on companies reported by governments)
and asset classes (e.g., alternatives); and

= Updates to the general data needs, based on updates to
the PRI's guidance on responsible investment practice.

This updated framework will help the PRI to provide clarity
on the diversity in data needs across responsible investors.
In particular, the current iteration of the framework is
agnostic regarding the importance of elements of the
framework to responsible investors, including which
strategies and activities are most prevalent. As a result,
this paper does not provide an indication of what investor
data needs are most important when designing corporate
sustainability disclosure standards for responsible investors
as a group of users.

The framework does not go as far as to specify such a
hierarchy, as current insights would only provide a snapshot
of current and prevailing practice within the responsible
investment community. This gap will be addressed in the
updated framework, by combining the feedback from

PRI signatories with the lessons learnt from applying the
framework to different sustainability issues.

This will help standard setters and regulators develop

a sense of what data is most important for responsible
investors today and in the future. Similarly, for the PRI, it will
inform our understanding of investor data needs, reflecting
both the current state of responsible investment practice,
including the role of regulatory requirements for investors,
and the direction of travel of responsible investment
practice for the PRI and its signatories.

For further information about the framework and these next
steps, please reach out to DMD@unpri.org.


mailto:DMD@unpri.org
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APPENDIX 1: HIGH-LEVEL REVIEW OF
DATA QUALITY CHARACTERISTICS

The table below provides a high-level mapping of the terms used in the Investor Data Needs Framework against key
standards and papers on data needs.

Requirement I: Data must be Requirement

Investor Data Needs Framework available Requirement II: Data must be of sufficient quality lll: Data must
be relevant
Source Characteristic Produced Accessible o Comparable Verifiable Relevant

representation

Relevance

Fair representation

IFRS Conceptual Comparability

Framework

for Financial o

Reporting* Verifiability
Timeliness

Understandability

Relevance

Faithful representation

ESRS Exposure

Draft1 Comparability

Verifiability

Understandability

Accuracy

Balance

Clarity

Comparabilit;
GRI 1: 2 y

Foundation 2021

Completeness

Sustainability context

Timeliness
Verifiability
Availability
NGFS Final
reporton. Reliability

bridging data
gaps

Comparability

Requirements for specific data characteristics.

* These are also the characteristics of useful information used in the IERS Exposure Draft S1.


https://www.ifrs.org/content/dam/ifrs/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://www.ifrs.org/content/dam/ifrs/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://www.ifrs.org/content/dam/ifrs/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://www.ifrs.org/content/dam/ifrs/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13765-European-sustainability-reporting-standards-first-set_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/13765-European-sustainability-reporting-standards-first-set_en
https://www.globalreporting.org/how-to-use-the-gri-standards/gri-standards-english-language/
https://www.globalreporting.org/how-to-use-the-gri-standards/gri-standards-english-language/
https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf
https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf
https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf
https://www.ngfs.net/sites/default/files/medias/documents/final_report_on_bridging_data_gaps.pdf
https://www.ifrs.org/content/dam/ifrs/project/general-sustainability-related-disclosures/exposure-draft-ifrs-s1-general-requirements-for-disclosure-of-sustainability-related-financial-information.pdf

APPENDIX 2: SPECIFYING AN
INVESTOR’S RELEVANCE MATRIX

This appendix provides a high-level overview of how an
investor can identify its unique combination of strategies,
activities and data characteristics, as well as the factors it
should consider in developing a relevance matrix.

To specify an individual investor’s relevance matrix, it must
identify each of the elements of the matrix:

= Investment strategy or style: this will be pre-defined
and can be a single approach or a combination of
fundamental, quant and/or passive strategies.

= Responsible investment activities: for some investors,
this will be pre-defined. The activities can be specified
from the list of 19 responsible investment activities.

Other investors may be exploring new activities or
developing new products. The set of activities can be
identified for an investor by assessing its drivers for
data needs, identified as internal drivers, client drivers
and other external requirements. Table A2.1 (below)
sets out high-level criteria to consider for each driver.
Note, these drivers are interrelated and work in concert
to determine the set of activities that are applicable

to an investor. However, it is not possible to map each
driver to each activity, as this would depend on the
investor’s unique specification, its jurisdiction and even
the issue or issues under consideration (which could
determine the goals, reporting requirements, etc.).

= Characteristics of the data: this will need to be
specified using the list of characteristics listed in the
main report. There will be some level of commonality
across investors but, depending on the drivers of data
needs (e.g., the issues involved), an investor may have
additional requirements.

See Appendix 3 for an illustration of this in practice for
the minimum requirements for responsible investors
implementing the three investment strategies.
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Table A2.1: Drivers of data needs

Internal

Client

Other external
requirements

Identify the investment activities using:

Internal characteristics that define an investor’s investment decision-making process, including:

How the investor incorporates ESG into its investment process, including an investor’s investment
strategy, jurisdiction, asset class mix, risk-return profile, sustainability issues assessed, etc. This
defines how (the following) characteristics — investment-related goals, resource availability and
data infrastructure - are specified;

Investment-related goals — investors may have investment-related goals linked to sustainability,>4
whether as an objective or an ambition to enable these goals, or investors may want to identify
their exposure to one or more ESG factors. These could be defined by the investor’s strategy,
mandates, etc. or through an external commitment (e.g., based on membership of an investor
initiative or set unilaterally) or they may be informed by the investor protecting its reputation and
license to operate.

Resource availability, or the capacity (e.g., number of analysts), size of fund, etc. which influences
the resources available to undertake responsible investment activities;

Data infrastructure, including the investor’s existing data providers, platforms, etc.

Requirements to meet client, asset owner or end-beneficiary data needs, commitments, reporting
requirements, etc. These could be driven by the client’s strategy, profile (e.g., as faith-based investors),
beneficiary expectations, etc. and can manifest themselves in product descriptions.

Requirements that are mandatory (regulatory or from other entities),ss quasi-mandatory (e.g., steward-
ship codes) or voluntary (e.g., investor initiatives). The requirements related to corporate sustainability
data needss® can be grouped into:

Reporting requirements, whether at the investment entity or financial product level;57 and

Stewardship requirements, regarding the investor’s practice of implementing active ownership
though corporate engagement and proxy voting (among other stewardship tools and activities).

54 This aligns with how the PRI would consider investing for sustainable impact, whether it is ultimate-ends or instrumental. For example, this could be a goal to minimise negative and
increase positive sustainability outcomes. For more information, see the PRI's A legal framework for impact report.

55 For example, signatories listed in some Asia-Pacific jurisdictions are required to report to stock exchanges.

56 Other external requirements extend beyond corporate data needs, for example requirements relating to investors’ objectives, internal governance, political engagement, etc.

57 For more information on the breadth of reporting requirements, please see the summary produced by the PRI in its Review of trends in ESG reporting requirements for investors

report.



https://www.unpri.org/stewardship/about-stewardship/6268.article
https://www.unpri.org/policy/a-legal-framework-for-impact#:~:text=A%20Legal%20Framework%20for%20Impact%2C%20a%20ground%2Dbreaking%20report%2C,produce%20assessable%20positive%20sustainability%20impacts.
https://www.unpri.org/download?ac=16705

APPENDIX 3: RELEVANCE MATRIX -
MINIMUM REQUIREMENTS

This appendix summarises what the framework identifies as the minimum requirements for data to inform the 19 responsible
investment activities identified by the PRI. This is set out in the tables that follow, organised across Research, Valuation,

Portfolio construction, Stewardship and Reporting:

Research Valuation

= Exclusionary screening = Relative value/ranking

= Macroeconomic analysis = Forecasted financials

= Materiality analysis = Valuation models and credit assessments

= Red-flag and/or watch list = Sustainability performance assessment

= Thematic review of = Sustainability-related risk management

investable universe = Scenario analysis

= Model development = Measuring alignment with achieving wider sustainability goals

= Norms-based screening = Sustainability performance of a portfolio versus the benchmark

Stewardship Portfolio Reporting
construction . _

= Investee stewardship = Reporting at investment
- Portfolio weighting entity level or financial

. . . product level

" Portfolio scenario analysis

See the Glossary for definitions of the activities and their
data characteristics.

The tables are broken down by the three elements of the
matrix:

1. Theinvestment strategies, which are listed as
secondary columns in each table: fundamental (F),
quant (Q) and/or passive (P) strategy;

2. The investment activities, listed as primary columns in
each table; and

The granularity of data — the minimum scale at which
information is aggregated, whether to portfolio level, to
a specific sector or geography, to business entity level
or to asset or economic activity level;

The data along the value chain — whether the data is
required on the entity’s value chain (at least on the
business entity’s direct customers and suppliers); and

Verification — whether the underlying data must be
assured for that specific activity.

The data characteristics, included as rows to each
column. These capture:

The type of data - which classifies the data into broad
categories including contextual, operational, processes
and financial performance data, etc,;

The nature of the data — whether it is quantitative or
qualitative;

The time horizon of data — whether it reports historic
trends, refers to current data or is forward-looking;

In the tables, a v indicates where we have identified that a
data characteristic (e.g., whether financial performance data
is included) is a minimum requirement for a given activity
applied using a specific investment strategy or style.
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RESEARCH

Thematic
Exclusionary Macroeconomic Materiality Red-flag and/or review of Model Norms-based
screening analysis analysis watch list investable development screening

Activities

universe

Data characteristics

Contextual
data (location, viv v iV VIV iV VvV v iV I ivi v v Vv v Iiv |V

industry/sector)

Material ESG
issues (i.e.,

list of issues v | v v iIiv I v Vv VI vV
material to
investees)

Processes (i.e.,
governance,
strategy v |iv |V v | v viv i iv i v iv Vv v v |iv |V
and risk

management)

Type of data

Operational
performance

Financial
performance

Sustainability v IivIv vViviviv v v v v Vv v |iv |V

performance

Sustainability
outcomes

ngntitative
IEleEidel? vViv i iv ViV iV iV v Vv v |iv |V v
absolute/
relative value

Quantitative
indicator — v i v |V v vV IV IV IV |V v

score/rating

Qualitative — v vy v I vVIiVvIivVvI iV iV iV iV Vv v v v
pre-defined

Nature of data

Qualitative —
open (inc. case v | v |V

studies)

Historic —
trends

Current - point vVivi v v v  vIivVv i v Vv v I VIV VIV Vv

in time

Forward-
looking - point v
in time/change

Portfolio level v | v |V

Sector/
geographic level

Bushessentlty | v v v v vV vV VIV ¥V VY vV VvV vV VY v v v v

level

Time horizon

Granularity

Asset or
economic v I v |V

activity level

Value chain data
(at least direct v v Iiv |V

customers/suppliers)

Verification of
underlying data Vv v v
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VALUATION

Contextual
data (location, v | v v v | v v

industry/sector)

Material ESG
issues (i.e.,

list of issues v v | v v
material to
investees)

. Processes (i.e.,
1 governance,

W strategy v | v v | Vv VR4 v
and risk

< management)

Operational ‘/ ‘/ \/ ‘/ ‘/

performance

Financial ‘/ ‘/ ‘/ ‘/ ‘/ ‘/
performance

Sustainability
performance v v v v vV

Sustainability
outcomes

Quantitative
indicator —

ey v v v v v v v v v
relative value

Quantitative
indicator — v |V v v | v v

score/rating

Qualitative — v v v v
pre-defined

Qualitative —
open (inc. case v v
studies)

Historic -
trends

Current - point
in time

Forward-
looking - point v | v v | Vv v

in time/change

Portfolio level

Sector/
geographic level

Business entity | |, v | v NERY4 v IV v

level

Asset or
economic
activity level
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PORTFOLIO CONSTRUCTION

» F Q P F e} [J
Contextual data (location, industry/ v v v v v v
sector)

e S e e oty v v v v v
o e e stery | v v v v v
: Operational performance

Financial performance v v v v v v

Sustainability performance v v v v v v

Sustainability outcomes v v v
: 2?;?::32r:elndlcator — absolute/ v v v v v v
: Quantitative indicator - score/rating v v v v v v
: Qualitative - pre-defined v v

Qualitative — open (inc. case studies)
= Historic — trends v v v v
=1 Current — point in time v v v v v v

Eﬁ;\r/]vgerd-looklng — pointin time/ v v v v v v

Portfolio level v v v v v v

Sector/geographic level v v v v

Business entity level v v v v

Asset or economic activity level
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STEWARDSHIP

Investors may undertake stewardship with different objectives (e.g., to request public disclosure on a particular issue, or to
improve corporate practice). The following table summarises the minimum requirements needed to develop well-informed
objectives for engagement or voting at a given company. It does not mean that all of the requirements will be needed to
implement engagement and voting in all situations, and gaps in any of the requirements below may trigger engagement or
voting at the company to gather further public data from said company.

D Q P
Contextual data (location, industry/sector) v v v
Material ESG issues (i.e., list of issues material to investees) v v v
> Processes (i.e., governance, strategy and risk management) v v v
; Operational performance v v v
> Financial performance v v v

Sustainability performance v v v

Sustainability outcomes v v v
: Quantitative indicator — absolute/relative value v v v
i Quantitative indicator - score/rating v v v
: Qualitative - pre-defined v v v

Qualitative — open (inc. case studies)

Historic - trends v v v
: Current — point in time v v v

Forward-looking — point in time/change v v v

Portfolio level

Sector/geographic level

Business entity level v v v

Asset or economic activity level
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REPORTING

D Q P
Contextual data (location, industry/sector) v v v
Material ESG issues (i.e., list of issues material to investees) v v v

: Processes (i.e., governance, strategy and risk management) v v v
; Operational performance v v v
> Financial performance v v v
Sustainability performance v v v
Sustainability outcomes v v v
. Quantitative indicator — absolute/relative value v v v
i Quantitative indicator — score/rating v v v
. Qualitative - pre-defined v v v
Qualitative — open (inc. case studies)
Historic - trends v v v
: Current — point in time v v v
Forward-looking — point in time/change v v v
Portfolio level v v v
Sector/geographic level
Business entity level
Asset or economic activity level
d d 0 pp v v v
on of und g d v v v
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GLOSSARY

TERM

FRAMEWORK

Decision-useful

DEFINITION

Data is decision-useful for investors if it is available and of sufficient quality to be relevant
to either the investment decision-making process (i.e., is material) or to investor reporting
obligations, or to both.

Availability

Data is available if it is produced (by companies or data service providers) and is accessible to
investors.

Faithful representation

The data should, to the extent possible: (i) include all (material) data for the user to
understand the risks, opportunities and impacts (where relevant); (ii) be unbiased in the
selection of the data; and (iii) be free from error.

Comparability

The data should be consistent across multiple dimensions in order for investors to identify
and understand similarities and differences across their portfolios. Dimensions that individual
investors may consider include consistency across individual investees (or business entities),
asset classes, sectors, geographies and timeframes.

Verifiability

Investors should be able to corroborate the data, or identify the underlying data used to
derive it.

Relevance

INVESTMENT ACTIVITIES

Research

For data to be relevant, it must meet the specific requirements for the individual investor’s
tasks in its responsible investment process and to produce its investment disclosure.

Exclusionary screening

Applying filters to a universe of securities, issuers, investments, sectors or other financial
instruments to rule them out, based on poor performance on ESG factors relative to industry
peers or specific ESG criteria. This may include ruling out particular products, services,
regions, countries or business practices.

Macroeconomic analysis

Macroeconomic modelling to analyse the impacts on investments of sustainability-related
issues of macroeconomic indicators (e.g., GDP, employment or inflation) and financial system
vulnerabilities (i.e., the collection of factors that contribute to the potential for widespread
externalities).

Materiality analysis

Identifying, assessing and incorporating material and ESG factors into investment research,
portfolio construction or asset selection.

Red-flag and/or watch list

Flagging securities with high ESG risk (e.g., in lists or research notes) or adding them to a
watch list for regular monitoring.

Thematic review of
investable universe

Reviewing and adjusting an investable universe to reflect a fund’s thematic focus — whether
based on issue, sector, product, region, etc. For example, investees might be selected based
on themes that are linked to ESG issues or ecological or social outcomes, such as climate

change, sustainable agriculture, eco-efficiency, green buildings, gender equality, health, etc.

Model development

Quant managers build models which they back-test using historical data. They may also use
statistical techniques to identify relationships between datasets over different investment
horizons, look for patterns, correlations or factors that drive asset price movements, or use
valuation techniques to identify mispriced securities.

Norms-based screening

Applying filters to a universe of securities, issuers, investments, sectors or other financial
instruments based on minimum standards of practice aligned with international norms.
Widely recognised frameworks for minimum standards of practice include the OECD
Guidelines for Multinational Enterprises, the International Bill of Human Rights, UN Security
Council Sanctions and the UN Global Compact.
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TERM DEFINITION

Valuation

Relative value/Ranking

Forecasted financials

Valuation models and
credit assessments

Sustainability performance
assessment

Sustainability-related risk
management

Scenario analysis

Measuring alignment
with achieving wider
sustainability goals

Sustainability performance
of a portfolio versus the
benchmark

Ranking an investment relative to a chosen peer group using sustainability performance. For
example, a ranking might be based on analysing an issuer’s ESG bond spreads and its relative
value versus its sector peers, to discover if all risk factors are priced in. Analysis is used to
inform best-in-class assessment.

Estimating and/or adjusting forecasted financials (e.g., revenue, operating costs, asset book
value, capital expenditure, etc.) and financial ratios. These may then be used in valuation
models or credit assessments.

Developing (and adjusting) valuation models and credit assessments to integrate ESG risks
and opportunities. This could include: components for valuation models (forecasted earnings,
multiples used to calculate the forecasts or other variables in the model, such as discount
rates); duration analysis; or assessment of risk (e.g., activities that breach (financial) risk
limits, using value-at-risk models and other financial quantifications of exposure).

Assessing all securities in the investable universe (or portfolio) on their sustainability-related
performance (i.e., ESG risks and opportunities as well as positive or negative sustainability
performance). This could include applying SWOT (strengths, weaknesses, opportunities and
threats) analysis as well as assessing and adjusting forecasted sustainability performance for
(new) sustainability-related information. The output of the assessment could be proprietary
ESG research, performance indicators (e.g., emissions) or scores for all securities.

Reviewing and monitoring companies, sectors and markets regularly for changes in their
sustainability-related performance. Assessment might include any breaches of risk limits
set based on sustainability or norms-based thresholds, financial risk limits or reputational
consequences for the investor. These might include violations against specific values or
norms in business operations, or through products and services (e.g., production of tobacco,
alcohol or violations of human rights).

Identifying and assessing the potential implications of plausible future states, under
conditions of uncertainty. Scenarios are hypothetical constructs and are not designed to
deliver precise outcomes or forecasts. Instead, they provide a way for organisations to
consider how the future might look if certain trends continue or certain conditions are met.

The analysis involves adjusting valuation models and credit assessments and/or assessing
sustainability performance for different ESG scenarios. For example, this might include
applying duration analysis - i.e., measuring the impact of ESG issues on fixed income
securities with different durations/maturities. This could inform a sensitivity analysis of
specific variables.

Assessing the contribution of an investment’s sustainability performance towards
sustainability goals.

Examining the ESG profile of the portfolio for securities with high ESG risks and assessing it
relative to a benchmark's ESG profile.
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TERM

INVESTMENT ACTIVITIES

Portfolio construction

DEFINITION

Portfolio weighting

Applying asset allocation decisions in line with the strategy and making adjustments to
weightings of companies, sectors, countries, and/or currencies in a portfolio to mitigate ESG
risk exposures and avoid breaching ESG and other risk limits, etc. from the valuation stage.
This could include applying relative rankings to inform weightings (i.e., following a best-in-
class approach) or making thematic adjustments to the portfolio.

Portfolio scenario analysis

Running different ESG scenarios to assess the impact of ESG factors on the financial
performance of the portfolio and/or its sustainability performance.

Stewardship

Investee stewardship

DATA CHARACTERISTICS

Type of data

The use of influence by investors to maximise overall long-term value from investees. Tools
and activities differ by asset class, but can include: engagement with investees (both current
and potential); voting at shareholder meetings; filing, co-filing, or submitting shareholder
resolutions or proposals; nomination of directors to the board; leveraging roles on the board
or on board committees; direct oversight of portfolio companies or assets; and litigation.

Contextual data

Data on location, industry, sector, product line, etc. to complement other data points.

Material ESG issues

Material ESG factors can have a substantial impact on the current and future financial,
economic, reputational and legal prospects of an issuer, security, investment or asset
class. This term may also refer to factors related to significant impacts on people or planet
connected to an issuer, security, investment or asset class. At a corporate or issuer level,
the disclosure of material ESG factors would be reasonably expected by investors, as their
omission, misstatement or obscuring could influence decisions that investors make on the
basis of that reporting.

Processes

Data on how an investee identifies, manages and monitors ESG factors it has deemed
material to its operations. This includes its management and monitoring of its sustainability-
related governance, strategy and risk management.

Operational performance

Data on the production and/or operational performance of the entity

Financial performance

Data on the income statement, balance sheet and cash flow statement of the entity.

Sustainability performance

Data on how an investee’s operations and products positively or negatively affect people and
the environment.

Sustainability outcomes

Data on the positive and negative effects of investment activities on people and the planet.
They are understood in the context of global sustainability goals and thresholds.




TERM

DATA CHARACTERISTICS

Nature of data

Quantitative indicator —
absolute/relative

Quantitative indicator —
score/rating

Qualitative — pre-defined

Qualitative — open-ended
(including case studies)

Time horizon of data

Historic — trends

Current - point in time

Forward-looking — point in
time/change

Granularity of data

Portfolio level

Geographic/sector level

Business entity level

Asset or economic
activity level

Data along value chain

Value chain data (at least
direct customers and
suppliers)

Verification

Verification of underlying
data

2023

DEFINITION

Quantitative indicators that are either absolute quantitative metrics (e.g., tonnes of CO2,
fatalities, number of complaints, capital expenditure, etc.) or relative metrics (e.g., tonnes
CO2/unit of revenue, tonnes CO2/m? floor area)

Quantitative indicators that are expressed as an aggregated score or rating, which
amalgamates multiple quantitative and/or qualitative indicators and which may be a relative
measure of a security or entity.

Pre-defined qualitative indicators, including binary (yes/no) indicators of whether a policy
exists or if a specific process has been undertaken.

Open-ended indicators that describe one or more of the types of data, with no constraint or
standardised formatting. They may be written up by an entity as a case study.

Trends or changes (e.g., since last reporting) in data. This could include multiple data
points, which are then used to estimate the trend, or it could refer to a change. Data can
be quantitative (e.g., reporting against targets) or qualitative (e.g., changes in management
systems).

A single data point. This usually refers to the current status, without reference to the past or
future.

Forecasted data for a specific point in the future or a change relative to that point.

The investment product or fund level of the investor. This typically includes multiple
individual investments.

Sector or geographic level. Data based on a group of enterprises engaged in the same
type of productive activity (irrespective of legal entity to which they belong) or geography
(whether country, region, etc.).

Data provided by the agent responsible for producing goods or services which has autonomy
in decision-making.

Includes both the business or economic activity of the entity (i.e., data relating to the
activities through which goods and services are produced, distributed and used) and the
asset, factory or plant level (i.e., data relating to physical and non-physical assets tied to
company ownership information).

Data beyond the investment entity, which includes at least the investee’s direct customers
and suppliers. This may go further down the value chain (i.e., beyond direct customers and
suppliers).

Whether the underlying data is assured.
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The Principles for Responsible Investment (PRI)

The PRI works with its international network of signatories to put the six Principles
for Responsible Investment into practice. Its goals are to understand the investment
implications of environmental, social and governance (ESG) issues and to support
signatories in integrating these issues into investment and ownership decisions. The
PRI acts in the long-term interests of its signatories, of the financial markets and
economies in which they operate and ultimately of the environment and society as
a whole.

The six Principles for Responsible Investment are a voluntary and aspirational set of
investment principles that offer a menu of possible actions for incorporating ESG is-
sues into investment practice. The Principles were developed by investors, for inves-
tors. In implementing them, signatories contribute to developing a more sustainable
global financial system.

Principles for
Responsible
Investment

n
More information: www.unpri.org . PRI

The PRI is an investor initiative in partnership with
UNEP Finance Initiative and the UN Global Compact.

United Nations Environment Programme Finance Initiative (UNEP FI)

UNEP Flisaunique partnership between the United Nations Environment Programme
(UNEP) and the global financial sector. UNEP FI works closely with over 200
financial institutions that are signatories to the UNEP FI| Statement on Sustainable
Development, and a range of partner organisations, to develop and promote linkages
between sustainability and financial performance. Through peer-to-peer networks,
research and training, UNEP Fl carries out its mission to identify, promote, and realise
the adoption of best environmental and sustainability practice at all levels of financial
institution operations.

fay
UN@&

More information: www.unepfi.org environment | finance

programme initiative

United Nations Global Compact

The United Nations Global Compact is a call to companies everywhere to align their
operations and strategies with ten universally accepted principles in the areas of hu-
man rights, labour, environment and anti-corruption, and to take action in support
of UN goals and issues embodied in the Sustainable Development Goals. The UN
Global Compact is a leadership platform for the development, implementation and
disclosure of responsible corporate practices. Launched in 2000, it is the largest cor-
porate sustainability initiative in the world, with more than 8800 companies and
4,000 non-business signatories based in over 160 countries, and more than 8o Local
Networks.

More information: www.unglobalcompact.org @ United Nations

W&’y Global Compact


www.unglobalcompact.org
http://www.unepfi.org
https://www.unpri.org

